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N2.53Billion
Gross earnings

Total Comprehensive Income

Size (in naira millions)

N723.9Million

Business and Financial Highlights

Asset size
Customer Deposits
Loans
Equity

39,701.4 
9,390.0 
3,037.0 

29,928.9 

Liquidity 
Capital Adequacy
Cost-to-income

335.71 
337.50 

74.80

Ratios (in per-cent)
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We are passionate about the future, 
and proud to introduce the TITAN 
mobile banking app.
Step into the future.

THE
TITAN MOBILE APP

@titantrustbank
@titantrustbankng

Plot 1680, Sanusi Fafunwa 
Street, Victoria Island, Lagos. info@titantrustbank.com

+234 1 226 5100



Dear Shareholders,

I am pleased to present to you the maiden edition of 
our Bank’s Annual Report, Financial statements and 
key achievements for the financial year ended 31st  
December 2019. Titan Trust Bank has invested in a 
strong foundation of capital, people and 
technology that will provide the platform for 
continuous growth and support the delivery of 
value to its customers and all stakeholders of the 
Bank.

BACKDROP FOR 2019

The year 2019 was a landmark year for the Bank, as 
the Bank embarked on a journey to commence 
operations as the first bank to obtain a national 
license in a decade.  As the year launched, the 
business environment appeared predictable which 
formed the basis for the Bank’s business 
assumptions. However, a review of 2019 shows that 
the year was anything but predictable for Titan Trust 
Bank.

GLOBAL ECONOMY

On the global stage, the pace of economic growth 
was at its lowest since the occurrence of the global 
financial crisis. This was largely driven by 
uncertainty stemming from trade barriers between 
the developed economies, country specific 
weaknesses from large emerging countries and 
tensions from major oil producing countries.

THE NIGERIAN ECONOMY

On the domestic front, Nigeria benefitted from 
relative political and economic stability due to the 
successful general elections that were held in the 
course of the year. This also provided a bedrock for 
a stable exchange rate regime which was a 
predominant feature throughout the year. However, 
Nigeria’s growth was still largely hinged on oil which 
experienced volatile price movements that were 
exacerbated by production shocks and 
geo-political factors. This resulted in a muted GDP 
growth of 2.2% for the period, which was a minimal 
growth of 30 basis points over the previous year. 

As at December 2019, Nigeria’s foreign exchange 
reserves had declined by 10% to USD38.6bn from 
USD42.5bn at the start of the year. The decline in 
the reserves can be largely attributed to the use of 
the foreign reserves in supporting the currency 
market coupled with a decline in oil revenues. To 
further stem the decline in the exchange reserves, 
policy reforms were introduced to restrict access to 
foreign exchange by Exporters of milk and certain 
food items.

In a bid to stimulate economic growth and increase 
domestic consumption, the Federal Government of 
Nigeria closed its land borders to all movement of 
goods.  Consequently. inflation crept up to highs of 
11.85% in November of 2019 due in part to the rise 
in prices of staple goods across the Country.

FINANCIAL PERFORMANCE

Despite the challenging environment and initial 
financial outlay, Titan Trust Bank delivered 
impressive profit in its first year of operation, 
demonstrating efficient use of capital, strong 
teamwork amongst  its  employees,  support  from  
its  partners,  a  visionary  strategy  and  sound 
corporate governance principles.

The Bank recorded a profit before tax of N600.1m 
for the year. Total assets was N39.7bn whilst 
deposits recorded for the period was N9.4bn. Our 
share capital grew by 17% from the initial share 
capital to N29.2b, largely because of an additional 
capital infusion, thus surpassing the regulatory 
minimum capital of N25b.

CONCLUSION

On behalf of the Board and Executive Management, 
I would like to express our gratitude to our 
shareholders, customers, partners, employees, and 
stakeholders. All the support we have received up 
to this point has made it possible for the Bank to 
achieve profitability within its first year of operation. 
We will continue to ride on this momentum to 
achieve our vision of becoming Africa’s most trusted 
financial institution.

Chairman’s Statement 
Mr. Babatunde Lemo
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The macro economy experienced slow growth due 
to seismic shifts stemming from international trade 
disagreements predominantly between America 
and China and the uncertainty of Brexit.
  
The micro economy followed a similar pattern to the 
macro economy setting the backdrop for the apex 
bank to introduce policies to stimulate economic 
growth. The year was bridled with challenges for 
businesses in the Nigerian landscape driven by a 
combination of macro and micro economic factors. 
In addition, other factors such as the shutting down 
of the Country’s borders and the security situation 
in some parts of the country, served to heighten the 
economic uncertainty. Despite these challenges, 
the economy benefitted from positives such as the 
stability of the exchange rate,  increase in the 
minimum wage, reduction in lending rates to the 
real sector and an increase in domestic production 
due to the border closure.

   
BUSINESS OVERVIEW 
2019 was a memorable year for Titan Trust Bank. 
Although the journey of establishing a new bank 
started sometime in 2018, the real momentum 
picked up in January 2019. We obtained our banking 
licence in April 2019 and commenced operations in 
October 2019. The entire year was largely dedicated 
to putting in place the governance structure, 
infrastructure, technology platform, policies, 
processes and systems required to set up a national 
bank. Our biggest achievement for the year was our 
ability to mobilize the right team that possessed the 
necessary ingredients for an ambitious start up 
bank.

In October, the team embarked on a soft launch, to 
test the readiness of our team, systems and 
processes. However, the overwhelming response 
from the market, especially from the corporate 
sector, turned our soft launch into a full-scale 
launch. During this short period i.e., 3 months of 
operations, we successfully executed a variety of 
transactions including but not limited to trade, 
derivatives, assets & liabilities, trading, transfers 
and foreign exchange. The year witnessed many 
successes for our Bank (both operational and 
business) which culminated in the business 
breaking even within its first three months of 
operations ahead of our twelve-month projections. 
The Bank was able to achieve this feat by remaining 
true to the core of its mission; combining empathy, 
talent and superior technology to deliver 
transparent and convenient solutions to our 
customers.
 
The corporate arm of the business had a strong 
start based on the strength of our existing 
relationships. This overwhelming support from our 
clients has given us confidence and a competitive 
edge.
 
Our strategy recognizes the importance of the retail 
business in driving organic and sustainable growth. 
Our commitment to this strategy has driven solid 
investments in our people, technology and 
customer experience to support this growth. 

We are committed to strong governance principles. 
A robust structure and effective processes have 
been implemented to support this across the Bank. 
Our stability lies in our strong capital base, positive 
liquidity level and a knowledgeable team with the 
capacity to originate, structure, deliver and monitor 
transactions.  All these elements have established 
the groundwork for the Bank to achieve its goals in 
the years to come. 

OUR STRATEGY 
In building a sustainable business, we will focus on 
maintaining an efficient balance sheet. Our strategy 
will clearly form the building blocks for attaining our 
vision of becoming Africa’s most trusted financial 
institution. We will clearly differentiate the corporate 
and retail business and employ tactical plans to 
optimize value and serve both segments. 

INNOVATION AND CULTURE 
We believe that nurturing talent and leveraging on 
innovative technology are at the heart of our 
business. We have demonstrated our dedication to 
pioneering innovative technology by integrating the 
latest version of Oracle’s FCCM Module which is the 
backbone of our AML/CFT infrastructure. It is used 
in over 120+ sites by top global banks. The right 
infrastructure for AML/KYC is the highest priority for 
bank. We have gone the extra mile and invested in 
the Oracle Financial Services Analytical Application 
(OFSAA) which is used to measure and meet 
risk-performance objectives.

Our state-of-the-art mobile app has been well 
received by the market and is a testament to our 
mission of providing convenient solutions to our 
customers.
 
Our team consists of talented and experienced 
professionals across the organization. The essence 
of our culture is built on nurturing talent and building 
a strong ethos of teamwork. 

CONCLUSION 
We are here for long term gains. We are proud to 
have committed shareholders, highly experienced 
board and a team of well diversified, talented and 
ambitious professionals. We understand the need 
for putting in place a strong governance structure 
from inception. “Doing the right thing” will continue 
to be our mantra. We are highly encouraged by the 
overwhelming response from our corporate clients 
helping us to navigate the competitive landscape. 
Going into 2020, and considering the global 
pandemic caused by the COVID-19 virus, our focus 
will be on launching new products and convenient 
solutions for the retail segment. We will continue to 
expand our delivery channels and reach to increase 
our accessibility. At the core of our corporate 
segment strategy, “client selection” will continue to 
be paramount. We have laid a solid bedrock and the 
institution has taken off to a very good start. Given 
the twin impact of the pandemic and lower oil 
prices, the ability to navigate the economic 
challenges faced by Nigeria is absolutely critical. As 
an organisation, our nascent stage and lack of 
baggage is our advantage. 2020 is going to be a 
year of “Responsible Growth” for us.

Mr. Mudassir Amray 
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INTRODUCTION
We commenced operations on the 4th of October 
2019 with the clear awareness that our products 
should be specific to individual customer needs 
and peculiar to current industry standards. 
However, we also understood that the Titan brand 
needs to be accepted first and foremost by the 
consumers before rolling out any targeted 
products.

To test the market and validate how receptive it was
to the brand, the team started with the introduction 
of simple and standard products that were familiar 
to the customers. These could be likened to 
products being offered by other banks but with a 
few variations. 
 
We offer simple savings/transactions accounts that 
enable our customers to transact between personal 
accounts and with family and friends. This comes 
with tailored but flexible savings plans that suit the 
preference and convenience of our customers. 
Delivering unique value to various market segments 
that we serve is one of our major areas of focus. In 
furtherance of this focus, we seek partnerships 
with other service providers to provide a financial 
marketplace that allows our customers to connect 
to smart financial products and manage their 
financial affairs in one place.

Some of these products include:

Titan Flash Account, Titan Flash Plus Account and 
Titan Savings account

These are savings accounts designed to meet the 
financial needs of the under-banked and unbanked.

Titan Current Account for Individuals
and non-individuals

These are chequing accounts with customized 
financial solutions for individuals and 
non-individuals.

Titan Youngster and Titan Legend Accounts

These are special accounts designed for kids and 
students accordingly. The accounts are operated by 
the parents or the student in the case of Titan 
Legend

Titan Liability Account for Non-individuals

These includes the Sole Proprietorship and other 
Corporate accounts designed to meet the financial 
needs of organizations. 

In addition to the products above, we also 
commenced with some retail loan offerings for 
employees of corporates in our value chain and 
employees of other corporates, organisations, 
professionals, and other salary account holders in 

Our Products

010

private and public establishments. These consumer 
finance products are majorly the following:

Titan Salary Advance
 
The product is designed to provide temporary 
overdraft facilities to fund the short-term needs of 
employees of corporates and salary account 
holders.

Titan Personal Loan
 
A salary administration product that takes care of 
the financial needs of employees to enable them to 
fund their lifestyle requirements seamlessly and in a 
very convenient manner.

Titan Educational (School Fee) advance
  
School Fees Advance scheme is designed to 
provide parents/guardians with short–term 
financing to cover tuition fees for their 
children/wards. It is also ideal for the financing of 
undergraduate study, postgraduate study, and 
professional examinations.

CORPORATE TRADE PRODUCTS

Undoubtedly, our goodwill and brand value opened 
the doors of correspondence banking relationship 
with reputable financial institutions across the 
globe. This has enabled us to offer Corporate Trade 
products (Export, Import and Invisibles) to clients in 
manufacturing, downstream oil & gas, agriculture, 
and commercial businesses. 

Titan trade products cover the issuance of Letters 
of Credit (LCs), payment on bills for collection, 
refinancing, avalization of credit to bills payment, 
pre-shipment financing, import finance facility, 
bank guarantee or standby letters of credit and risk 
participation.

Our strategy and value proposition for trade are 
driven by fast tracked approval process for LCs, 
documented Service Level Agreement (SLA) for 

various processes, digital service delivery including 
a robust trade portal and a dedicated service centre 
for trade customers.

Along the value chain of the businesses we serve, 
we also deploy suites of products for cash 
management, distributors’ finance, and suppliers’ 
finance, as well as robust digital portals and 
platforms to drive collections. This is aimed at 
providing the necessary support required to 
facilitate the completion of business operating 
cycles to enhance profitability for our corporate 
customers.

TREASURY PRODUCTS

Titan treasury products afford customers with the 
opportunity for funds management and provide 
investment options in both local and foreign 
currency assets. These products include:

Our liquidity management products in local 
currency, foreign currency and structured 
borrowings.

Investment options are provided in local currency 
assets such as fixed income (T-bills, Bonds, 
promissory notes, commercial papers) and term 
deposits.

Our customers can raise funds via local corporate 
bond issuance, commercial paper issuance and 
other instruments to generate funds.

Our foreign currency assets options include Euro 
bond and foreign currency term deposits 

We also provide structured transactions that 
include Futures Contract (NDFs), Engineered 
SWAPS with clients and CBN as well as hybrid REPO 
/ SWAP trade without e-CCI.

Titan treasury products are offered at competitive 
rates to deliver value to our customers in terms of 
low cost of raising funds and maximizing returns on 
investment for the preferred options by our 
customers. We also ensure safety of funds for our 
customers, bearing in mind that return of 

investment is crucial and more important than 
return on investment.

NEXT STEPS

Having operated for almost three months, we are 
proud to say that the reception the bank has 
received in the industry and markets have been 
very positive.
 
Our next steps will be to roll out products which are 
specific to our retail liabilities strategic approach as 
well as our commercial banking strategies. In this 
direction, we have identified six primary focus 
segments and will serve tailor-made products 
according to the needs of each segment. 

PRODUCT STRATEGY

Birthed in the era of advanced digital technology, 
Titan Trust Bank will always remain competitive with 
strong infrastructural and technological capabilities. 
We will use our robust digital platforms to penetrate 
our target market.  This will be combined with other 
traditional approaches like partnering with 
organizations, market storms, sponsored programs, 

adverts, and limited physical presence that define 
our brick and click strategy. 

We will consolidate our competence and strength in 
delivering unique value to our corporate clients. 
Many of them have demonstrated confidence in our 
capabilities by entrusting us with their business in 
particular trade and other related business 
activities.

In building partnerships and collaborations, we will 
continue to leverage on various intervention 
schemes and initiatives of development finance 
institutions to avail CAPEX loans to small, medium 
and commercial businesses for their long-term 
goals of growth and sustainability.

Across all product types, Titan Trust Bank will 
differentiate on select product features that are 
most important to Retail, SMEs, and Commercial 
businesses.  It is important to state that we will 
manage credit risk adequately by developing a 
strong base of credit risk management capabilities 
and adopt off-the-shelf innovation for the needs of 
the markets we serve. This will ensure that we 
create and preserve value for our stakeholders in a 
sustainable manner.
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Titan trade products cover the issuance of Letters 
of Credit (LCs), payment on bills for collection, 
refinancing, avalization of credit to bills payment, 
pre-shipment financing, import finance facility, 
bank guarantee or standby letters of credit and risk 
participation.

Our strategy and value proposition for trade are 
driven by fast tracked approval process for LCs, 
documented Service Level Agreement (SLA) for 

various processes, digital service delivery including 
a robust trade portal and a dedicated service centre 
for trade customers.

Along the value chain of the businesses we serve, 
we also deploy suites of products for cash 
management, distributors’ finance, and suppliers’ 
finance, as well as robust digital portals and 
platforms to drive collections. This is aimed at 
providing the necessary support required to 
facilitate the completion of business operating 
cycles to enhance profitability for our corporate 
customers.

TREASURY PRODUCTS

Titan treasury products afford customers with the 
opportunity for funds management and provide 
investment options in both local and foreign 
currency assets. These products include:

Our liquidity management products in local 
currency, foreign currency and structured 
borrowings.

Investment options are provided in local currency 
assets such as fixed income (T-bills, Bonds, 
promissory notes, commercial papers) and term 
deposits.

Our customers can raise funds via local corporate 
bond issuance, commercial paper issuance and 
other instruments to generate funds.

Our foreign currency assets options include Euro 
bond and foreign currency term deposits 

We also provide structured transactions that 
include Futures Contract (NDFs), Engineered 
SWAPS with clients and CBN as well as hybrid REPO 
/ SWAP trade without e-CCI.

Titan treasury products are offered at competitive 
rates to deliver value to our customers in terms of 
low cost of raising funds and maximizing returns on 
investment for the preferred options by our 
customers. We also ensure safety of funds for our 
customers, bearing in mind that return of 

investment is crucial and more important than 
return on investment.

NEXT STEPS

Having operated for almost three months, we are 
proud to say that the reception the bank has 
received in the industry and markets have been 
very positive.
 
Our next steps will be to roll out products which are 
specific to our retail liabilities strategic approach as 
well as our commercial banking strategies. In this 
direction, we have identified six primary focus 
segments and will serve tailor-made products 
according to the needs of each segment. 

PRODUCT STRATEGY

Birthed in the era of advanced digital technology, 
Titan Trust Bank will always remain competitive with 
strong infrastructural and technological capabilities. 
We will use our robust digital platforms to penetrate 
our target market.  This will be combined with other 
traditional approaches like partnering with 
organizations, market storms, sponsored programs, 

adverts, and limited physical presence that define 
our brick and click strategy. 

We will consolidate our competence and strength in 
delivering unique value to our corporate clients. 
Many of them have demonstrated confidence in our 
capabilities by entrusting us with their business in 
particular trade and other related business 
activities.

In building partnerships and collaborations, we will 
continue to leverage on various intervention 
schemes and initiatives of development finance 
institutions to avail CAPEX loans to small, medium 
and commercial businesses for their long-term 
goals of growth and sustainability.

Across all product types, Titan Trust Bank will 
differentiate on select product features that are 
most important to Retail, SMEs, and Commercial 
businesses.  It is important to state that we will 
manage credit risk adequately by developing a 
strong base of credit risk management capabilities 
and adopt off-the-shelf innovation for the needs of 
the markets we serve. This will ensure that we 
create and preserve value for our stakeholders in a 
sustainable manner.
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INTRODUCTION
We commenced operations on the 4th of October 
2019 with the clear awareness that our products 
should be specific to individual customer needs 
and peculiar to current industry standards. 
However, we also understood that the Titan brand 
needs to be accepted first and foremost by the 
consumers before rolling out any targeted 
products.

To test the market and validate how receptive it was
to the brand, the team started with the introduction 
of simple and standard products that were familiar 
to the customers. These could be likened to 
products being offered by other banks but with a 
few variations. 
 
We offer simple savings/transactions accounts that 
enable our customers to transact between personal 
accounts and with family and friends. This comes 
with tailored but flexible savings plans that suit the 
preference and convenience of our customers. 
Delivering unique value to various market segments 
that we serve is one of our major areas of focus. In 
furtherance of this focus, we seek partnerships 
with other service providers to provide a financial 
marketplace that allows our customers to connect 
to smart financial products and manage their 
financial affairs in one place.

Some of these products include:

Titan Flash Account, Titan Flash Plus Account and 
Titan Savings account

These are savings accounts designed to meet the 
financial needs of the under-banked and unbanked.

Titan Current Account for Individuals
and non-individuals

These are chequing accounts with customized 
financial solutions for individuals and 
non-individuals.

Titan Youngster and Titan Legend Accounts

These are special accounts designed for kids and 
students accordingly. The accounts are operated by 
the parents or the student in the case of Titan 
Legend

Titan Liability Account for Non-individuals

These includes the Sole Proprietorship and other 
Corporate accounts designed to meet the financial 
needs of organizations. 

In addition to the products above, we also 
commenced with some retail loan offerings for 
employees of corporates in our value chain and 
employees of other corporates, organisations, 
professionals, and other salary account holders in 

private and public establishments. These consumer 
finance products are majorly the following:

Titan Salary Advance
 
The product is designed to provide temporary 
overdraft facilities to fund the short-term needs of 
employees of corporates and salary account 
holders.

Titan Personal Loan
 
A salary administration product that takes care of 
the financial needs of employees to enable them to 
fund their lifestyle requirements seamlessly and in a 
very convenient manner.

Titan Educational (School Fee) advance
  
School Fees Advance scheme is designed to 
provide parents/guardians with short–term 
financing to cover tuition fees for their 
children/wards. It is also ideal for the financing of 
undergraduate study, postgraduate study, and 
professional examinations.

CORPORATE TRADE PRODUCTS

Undoubtedly, our goodwill and brand value opened 
the doors of correspondence banking relationship 
with reputable financial institutions across the 
globe. This has enabled us to offer Corporate Trade 
products (Export, Import and Invisibles) to clients in 
manufacturing, downstream oil & gas, agriculture, 
and commercial businesses. 

Titan trade products cover the issuance of Letters 
of Credit (LCs), payment on bills for collection, 
refinancing, avalization of credit to bills payment, 
pre-shipment financing, import finance facility, 
bank guarantee or standby letters of credit and risk 
participation.

Our strategy and value proposition for trade are 
driven by fast tracked approval process for LCs, 
documented Service Level Agreement (SLA) for 

various processes, digital service delivery including 
a robust trade portal and a dedicated service centre 
for trade customers.

Along the value chain of the businesses we serve, 
we also deploy suites of products for cash 
management, distributors’ finance, and suppliers’ 
finance, as well as robust digital portals and 
platforms to drive collections. This is aimed at 
providing the necessary support required to 
facilitate the completion of business operating 
cycles to enhance profitability for our corporate 
customers.

TREASURY PRODUCTS

Titan treasury products afford customers with the 
opportunity for funds management and provide 
investment options in both local and foreign 
currency assets. These products include:

Our liquidity management products in local 
currency, foreign currency and structured 
borrowings.

Investment options are provided in local currency 
assets such as fixed income (T-bills, Bonds, 
promissory notes, commercial papers) and term 
deposits.

Our customers can raise funds via local corporate 
bond issuance, commercial paper issuance and 
other instruments to generate funds.

Our foreign currency assets options include Euro 
bond and foreign currency term deposits 

We also provide structured transactions that 
include Futures Contract (NDFs), Engineered 
SWAPS with clients and CBN as well as hybrid REPO 
/ SWAP trade without e-CCI.

Titan treasury products are offered at competitive 
rates to deliver value to our customers in terms of 
low cost of raising funds and maximizing returns on 
investment for the preferred options by our 
customers. We also ensure safety of funds for our 
customers, bearing in mind that return of 

investment is crucial and more important than 
return on investment.

NEXT STEPS

Having operated for almost three months, we are 
proud to say that the reception the bank has 
received in the industry and markets have been 
very positive.
 
Our next steps will be to roll out products which are 
specific to our retail liabilities strategic approach as 
well as our commercial banking strategies. In this 
direction, we have identified six primary focus 
segments and will serve tailor-made products 
according to the needs of each segment. 

PRODUCT STRATEGY

Birthed in the era of advanced digital technology, 
Titan Trust Bank will always remain competitive with 
strong infrastructural and technological capabilities. 
We will use our robust digital platforms to penetrate 
our target market.  This will be combined with other 
traditional approaches like partnering with 
organizations, market storms, sponsored programs, 

adverts, and limited physical presence that define 
our brick and click strategy. 

We will consolidate our competence and strength in 
delivering unique value to our corporate clients. 
Many of them have demonstrated confidence in our 
capabilities by entrusting us with their business in 
particular trade and other related business 
activities.

In building partnerships and collaborations, we will 
continue to leverage on various intervention 
schemes and initiatives of development finance 
institutions to avail CAPEX loans to small, medium 
and commercial businesses for their long-term 
goals of growth and sustainability.

Across all product types, Titan Trust Bank will 
differentiate on select product features that are 
most important to Retail, SMEs, and Commercial 
businesses.  It is important to state that we will 
manage credit risk adequately by developing a 
strong base of credit risk management capabilities 
and adopt off-the-shelf innovation for the needs of 
the markets we serve. This will ensure that we 
create and preserve value for our stakeholders in a 
sustainable manner.
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2019 HIGHLIGHTS 
The Treasury Group was one of the pillars of the 
Bank’s successful performance in 2019. As a Bank, 
we positioned ourselves strategically by providing 
solutions in the dynamic market environment we 
found ourselves in. We developed a diversified 
portfolio of product offerings including Forwards, 
OTC Futures and Swaps to enhance our clients' 
confidence with the Bank's FX generation abilities. 
This was designed to engender market confidence 
and stability alongside the continued efforts of the 
CBN to bolster the market.  

The Treasury unit provides services such as 
market-making, derivatives trading, fixed income 
instruments and foreign exchange, while also 
managing the Bank’s correspondent banking 
relationships. The unit works closely with business 
teams as well as Corporate and Commercial banking 
clients to deliver currency, money market and fixed 
income solutions tailored specifically for their 
requirements. The unit focuses on creating wealth, 
while mitigating interest rate and foreign exchange 
risks for the bank and its customers.

Treasury’s activities are carried out through four 
subunits: The mark to market trading unit, treasury 
sales and structuring unit, balance sheet 
management unit and the correspondent banking 
unit.

The correspondent banking unit works very closely 
with the trade services unit to provide both plain 
vanilla & customized Trade Services Products – 

Letters of Credit, Bills for Collections and 
Guarantees as well as Official Agency Supported 
Financing among other things.

As we look to our first full financial year, we are 
poised to deliver more bespoke treasury solutions 
and cutting-edge yield enhancing products to our 
clients whilst also gaining market share in Nigeria.

We commenced two-way quote trading upon 
completion of our onboarding process onto the 
FMDQ E-Bond trading platform and became market 
makers in the Fixed income space.

We received our FX trading license from CBN and 
commenced participation in the Secondary Market 
Interventions wholesale and Retail auction bids. 

Onboarded onto the Webb Fontaine platform which 
enabled us receive offshore inflows and commence 
issuance of  E-CCIs to our clients.

Within the first quarter of operations, we established 
correspondent banking as well as trade finance 
relationships that helped to bolster our trade related 
capabilities.

KEY MILESTONES DURING THE YEAR.

Treasury
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ATM NETWORK
As a 21st century bank, the organisation’s channel 
strategy is geared towards offering seamless 
services to its customers regardless of their 
location. The Bank currently operates 2 ATM 
machines within the premises of the Head Office 
and the issuance of debit card products that are 
accepted across all digital platforms by other 
financial institutions.  The Bank’s collaboration with 
payment technology companies like Mastercard 
and Verve has enabled us to offer both the standard 
Mastercard and Verve debit card offerings to our 
customers. We intend to add more debit products in 
the near future, which will cater to the unique needs 
of our various customer segments.  

  
DISTRIBUTION CHANNELS
In line with the Bank’s mission to create value by 
providing convenient solutions for all its customers, 
a variety of other digital banking services including 
electronic funds transfer at Points of Sale (POS) 
terminals, internet banking, mobile banking and 
telephone banking through the Bank’s call center 
are available.
 
Titan has consciously invested a significant amount 
of its human and material resources in developing 
and adopting some of the most user-friendly and 
seamless digital platforms in the market. Titan Debit 
cards are accepted across all terminals within and 
outside Nigeria, providing customers with an easy 
way to pay for goods and services.

The Bank’s products are available across all its 
digital channels, which means that our customers 

can access services through mobile, internet, 
USSD and ATM machines. The products and 
services offered include; real-time internet 
banking, utility bill payments, card requests and 
management, cheque requisitions and 
management, mobile airtime/data recharge, 
balance enquiries, account statement generation, 
access to credit facilities and more.

Internet Banking: The Titan Internet Banking 
platform is a secure and convenient way for both 
retail & corporate customers to access and transact 
on their accounts 24 hours a day, 7 days a week. 
This solution is especially valuable to the bank's 
corporate customers who can initiate, execute and 
approve complex transactions from the comfort of 
their offices.
    
Titan Mobile App: Our mobile application is 
available on both Android and iOS devices. The 
Bank took on the challenge of developing an 
in-house mobile app platform which affords it great 
flexibility in updating its features at short notice. 
The Titan Mobile App is arguably the best in the 
industry today and it guarantees instant electronic 
funds transfer, configured to avoid customer debits 
if beneficiary account cannot be reached. Users 
can pay bills, purchase airtime and data plans on 
any networks, as well as request and manage their 
debit cards.

USSD: Titan’s USSD channel was also developed 
internally to meet and exceed market standards. 
*922# allows all users regardless of phone type, all 
round access to their accounts. From account 
opening to funds transfer, account statement 

request and many self-service options, the USSD 
code puts banking at the fingertips of all Titan Trust 
Bank customers.

Cards: The Bank currently offers its customers the 
MasterCard Standard debit card denominated in 
Naira and the Verve debit Card. Available for 
individual savings and current account holders, 
these cards enable users perform local and 
international transactions. 

ATM: Titan ATMs support instant funds transfer, mini 
account statement generation and bills payment, 
allowing customers to perform these functions on
the go.

Security: The Bank's digital channels are certified 
by the Payment Card Industry Security Standards 
Council and we have obtained the Payment Card 
Data Security Standard. This attests to the security 
of our various channels and our commitment to 
safeguarding our customer's information.

VISION FOR THE FUTURE
The Bank's digital channels are certified by the 
Payment Card Industry Security Standards Council 
and we have obtained the Payment Card Data 
Security Standard. This attests to the security of our 
various channels and our commitment to 
safeguarding our customer's information.

In addition to current debit card products, the bank 
plans to introduce the Verve Classic, MasterCard 

Platinum and MasterCard World Elite for individual 
and corporate current/savings account holders, 
high and ultra-high net worth individuals.

Titan's Internet Banking platform will have added 
features for retail customers including access to 
salary advances, PTA/BTA requests and purchase 
of insurance coverage. Corporate customers will 
also have salary and bulk upload functions, Tax and 
Duty payments, as well as Letter of Credit initiation 
and monitoring among others.
 
Among the Bank’s more popular products, the 
mobile app will feature a smart new budgeting 
functionality called the Titan Money Manager. 
Customers will also be able to create targeted 
savings on the Titan Pots. Investment options, 
purchase of insurance coverage, cheque deposits, 
PTA/BTA requests and a new Voice Banking 
function are some of the features that will be 
included in new updates.

The bank also plans to add account opening 
options, cheque book management, access to 
Titan loans, automated cash deposits and 
withdrawals and card-less ATM withdrawals to its 
USSD channel.
  
For its POS Terminals, the Bank shall deploy Android 
machines as the standard, in keeping with its 21st 
century cutting edge outlook. These terminals will 
allow Titan customers make cash deposits and 
withdrawals using only their fingerprints, in addition 
to electronic funds transfer and debit card 
transactions.

Channels
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ATM NETWORK
As a 21st century bank, the organisation’s channel 
strategy is geared towards offering seamless 
services to its customers regardless of their 
location. The Bank currently operates 2 ATM 
machines within the premises of the Head Office 
and the issuance of debit card products that are 
accepted across all digital platforms by other 
financial institutions.  The Bank’s collaboration with 
payment technology companies like Mastercard 
and Verve has enabled us to offer both the standard 
Mastercard and Verve debit card offerings to our 
customers. We intend to add more debit products in 
the near future, which will cater to the unique needs 
of our various customer segments.  

  
DISTRIBUTION CHANNELS
In line with the Bank’s mission to create value by 
providing convenient solutions for all its customers, 
a variety of other digital banking services including 
electronic funds transfer at Points of Sale (POS) 
terminals, internet banking, mobile banking and 
telephone banking through the Bank’s call center 
are available.
 
Titan has consciously invested a significant amount 
of its human and material resources in developing 
and adopting some of the most user-friendly and 
seamless digital platforms in the market. Titan Debit 
cards are accepted across all terminals within and 
outside Nigeria, providing customers with an easy 
way to pay for goods and services.

The Bank’s products are available across all its 
digital channels, which means that our customers 

request and many self-service options, the USSD 
code puts banking at the fingertips of all Titan Trust 
Bank customers.

Cards: The Bank currently offers its customers the 
MasterCard Standard debit card denominated in 
Naira and the Verve debit Card. Available for 
individual savings and current account holders, 
these cards enable users perform local and 
international transactions. 

ATM: Titan ATMs support instant funds transfer, mini 
account statement generation and bills payment, 
allowing customers to perform these functions on
the go.

Security: The Bank's digital channels are certified 
by the Payment Card Industry Security Standards 
Council and we have obtained the Payment Card 
Data Security Standard. This attests to the security 
of our various channels and our commitment to 
safeguarding our customer's information.

VISION FOR THE FUTURE
The Bank's digital channels are certified by the 
Payment Card Industry Security Standards Council 
and we have obtained the Payment Card Data 
Security Standard. This attests to the security of our 
various channels and our commitment to 
safeguarding our customer's information.

In addition to current debit card products, the bank 
plans to introduce the Verve Classic, MasterCard 

Platinum and MasterCard World Elite for individual 
and corporate current/savings account holders, 
high and ultra-high net worth individuals.

Titan's Internet Banking platform will have added 
features for retail customers including access to 
salary advances, PTA/BTA requests and purchase 
of insurance coverage. Corporate customers will 
also have salary and bulk upload functions, Tax and 
Duty payments, as well as Letter of Credit initiation 
and monitoring among others.
 
Among the Bank’s more popular products, the 
mobile app will feature a smart new budgeting 
functionality called the Titan Money Manager. 
Customers will also be able to create targeted 
savings on the Titan Pots. Investment options, 
purchase of insurance coverage, cheque deposits, 
PTA/BTA requests and a new Voice Banking 
function are some of the features that will be 
included in new updates.

The bank also plans to add account opening 
options, cheque book management, access to 
Titan loans, automated cash deposits and 
withdrawals and card-less ATM withdrawals to its 
USSD channel.
  
For its POS Terminals, the Bank shall deploy Android 
machines as the standard, in keeping with its 21st 
century cutting edge outlook. These terminals will 
allow Titan customers make cash deposits and 
withdrawals using only their fingerprints, in addition 
to electronic funds transfer and debit card 
transactions.
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‘To be Africa’s most trusted
financial institution’

The Bank's Information Technology (IT) unit 
maintains a strategic partnership with the  Bank's 
other support functions in the development of 
value adding products and services for our clients. 
IT is continuously at the forefront of improving our 
operational capability in a cost effective, flexible 
and controlled manner. IT provides the Bank with its 
competitive differentiation in its business 
capabilities using innovative technological tools, 
digitised process and the best talent in a 
risk-controlled environment. 

Technological innovation continues to be a driver of 
business growth and plays a pivotal role in 
enterprise survival. Advances in cutting edge 
technologies such as artificial intelligence, cloud 
computing, advanced analytics etc. have become 
levers in the technology evolution that are driving 
the digitization of today’s service delivery. Financial 
services have also witnessed an increased level of 
competition from FinTech companies, especially in 
the area of payment solution delivery and provision 
of micro credit facilities. 
 
Leveraging these advancements and competitive 
landscape, Titan Trust Bank remains at the fore front 
of driving innovative financial solutions across our 
entire business line and customer base, thereby 
accelerating growth and enhancing customer 
experience, while providing unprecedented levels 
of internal efficiencies in our banking operations 
and services.

In alignment with our strategic vision, the bank is 
focused on delivering digital and fintech solutions 
that will position Titan Trust Bank to be Africa’s most 
trusted financial institution. The flawless execution 
of our digital strategy has seen the introduction of 
several innovative solutions, new partnerships, 
digital integration of customer value chains and 
development of new revenue lines from pure digital 
solutions.

Major highlights of our achievements during the 
year are as follows;

 
DIGITAL INNOVATION TO GROW THE BANK
 
In 2019, we rolled out our Mobile App, Automated 
Teller Machine (ATM) and Internet Banking App. 
These novel solutions drive our digital payments 
and efficient money transfer services. In addition, 
as part of our drive for digital services we have 
digitized the Card operation services end to end 
using our ‘Titan Mobile App’. This landmark 
development is the first in the Nigerian Banking 
Industry.

  
DIGITALIZATION OF CORE PROCESSES

As part of the Bank’s digitalization efforts, core 
internal business processes such as Online 
Account Opening, Automated Online Account 
Information Update inclusive of key Governance, 
Risk and Compliance processes, have been fully 
automated, harnessing state of the art flexible tools 
and line of business solutions. This has enabled the 

Technology
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following;

Faster process execution

Regulatory compliance

Reduced error rates

Analytical insights for faster and better
decision making

Engendered overall productivity
and cost efficiency.

OUTLOOK FOR 2020 AND BEYOND……

We will leverage on our technology platforms to 
build a modern, intelligent and efficient financial 
banking platform, based on innovative digital 
platforms across Africa and globally. In our quest to 
be Africa’s most trusted financial institution – 
excellence in digitization, scale and partnership are 
at the forefront of everything we do.
 
Our digitization drive will enable us to deliver a 
compelling customer experience and 
unprecedented level of engagements with millions 
of customers.

While we continue to adopt technology tools that 
will enhance our productivity, ensure faster speed 
to market and deliver compelling products and 
services to all segments and markets that we serve, 
we will also create a concept in retail and wholesale 
banking to drive the long-term sustainable growth 
of our bank in line with our strategic plan.
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PEOPLE

A Titan is an individual with uncommon skills, 
resilience and the will to surmount all challenges. As 
at December 31, 2019 we had 59 Titans working out 
of the Bank’s current location in Lagos state, 
Nigeria. This number is expected to grow in 2020 in 
line with our growth strategy and to provide 
requisite support for our technology platforms and 
digital channels. Hence, we will continue to seek 
talent who fit the Bank’s culture to add to its 
diversity and uniqueness.

In our recruitment processes, we are committed to 
providing equal opportunity employment and thus 
work assiduously to ensure vacant roles are filled 
with the best qualified candidates, irrespective of 
gender, race, tribe, religion or nationality. We have a 
deliberate focus on ensuring diversity, which has 
provided a competitive advantage through the 
wealth of cross functional experience, skills and 
knowledge in the team.

CULTURE

We have a People First philosophy which is based 
on the recognition that it is the attitudes, 
knowledge, skills and competence of our 
employees that will determine our success. This 
philosophy, together with the Bank’s vision, mission 
and core values, form the bedrock of our culture.

Key elements of our culture are our unrelenting 
focus on employee wellbeing, open comm- 

unication, enterprise-wide collaboration and 
continuous learning. Our employees are 
encouraged and actively supported to engage in 
healthy lifestyle activities which have accelerated 
team bonding. Our learning interventions and 
townhalls give voice to team members from every 
area of the bank, keeping management abreast of 
key issues in the industry and facilitating swift 
decision making. Our enterprise-wide projects have 
provided a platform to our multi-talented teams to 
deploy their ingenuity and experience in building 
solutions with record-breaking speed.

These have enabled us to attract and build a highly 
skilled, uniquely agile and enthusiastic team that 
continues to break new ground in the digital space.

2020 IN FOCUS

In 2020, our activities will be driven by 2 main goals 
- to build a high-performance culture that is aligned 
with our core values and to grow a talent pipeline 
that will ensure succession for all critical roles in the 
Bank. The key elements of these twin pillars will be;

Encouraging line managers to translate cultural 
values into everyday practices

Introducing career tracks that encourage both 
specialization and cross-pollination of ideas

Introducing initiatives to reward employee 
behaviors that support our culture

Our People & Culture
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Leadership development via mentoring, training, 
subordinate and peer reviews

Developing a competency framework for the Bank, 
which will support competency-based training, 
performance management and succession 
planning

Creating a link between compensation and 
performance to reinforce a high-performance 
culture

Process automation to enhance customer service 
and productivity

2020 promises to be an exciting year as we 
continue our quest to be Africa’s most trusted 
financial institution!
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The Bank recognises that the banking industry is 
experiencing significant and rapid changes, 
including increased competition from the traditional 
banking industry and from non-bank financial 
services firms.  The industry is also subject to 
volatile interest rate changes, changes in banking 
regulations and technological advances.  

According to the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO), 
“enterprise risk management is a process, effected 
by an entity’s board of directors, management and 
other personnel, applied in a strategic setting 
across the enterprise, designed to identify potential 
events that may affect the entity and manage risk to 
be within its risk appetite, to provide reasonable 
assurance regarding the achievement of entity 
objectives.” Thus, a comprehensive program is 
essential to effectively manage the Bank’s risks. 
This entails identifying, measuring, monitoring and 
controlling risk throughout the Bank’s operations 
and in its various products and lines of business.

Starting with the Board of Directors, then senior 
management, all Heads of departments/business 
units to all staff members, there is a shared attitude 
and belief which characterizes the Bank namely, 
“we consider risk in all our undertakings, 
processes, procedures and engagements to 
deliver sustainable value to all stakeholders of the 
bank”. Our risk philosophy is evident in the board’s 
attitude, our human resource standards; ethical 
values; and in assigning authority and 
responsibilities.

Titan Trust Bank has well documented risk limits that 
cuts across all parts of the Bank. Ranging from our 
products and services to asset creations, the bank 
has clearly written policy statements that define its 
risk appetite. This is clearly communicated and 
understood by all parties responsible for risk 
management.

The Bank has adopted the 3 Lines of Defense risk 
operating model. In this model, each business unit 
owns and manages associated risks as the first line 
of defense. The second line of defense has the Risk 
Management function to facilitate and monitor 
effective risk management within the Bank. The 
Internal Audit function as the third line of defense, 
provides the assurance on the Bank’s risk 
management and internal controls.

During the 2019 financial year, we achieved the 
following in respect of risk management:

Activation of a controlled environment,

Activation of key risk management departments,

Building of a risk management culture across all 
functions,

Documentation and implementation of standard 
operation procedures across all functions and

Active monitoring and reporting of key risk areas

Enterprise Risk
Management
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In accordance with Section 342 of the Companies 
and Allied Matters Act, Cap C20 Laws of the 
Federation of Nigeria, 2004 (“CAMA”), the 
Directors present their first report (the “Report”) on 
the affairs of Titan Trust Bank Limited ("the Bank"), 
together with the audited financial statements and 
auditor's report for the period ended 31 December 
2019 .

The Bank recognizes that it is subject to the 
Nigerian Code of Corporate Governance 2018 (the 
“Code”) and has taken steps to ensure that its 
corporate governance systems and processes, 
having regard to its current size and age, reflect the 
standards of the Code as well as international best 
practice in order to retain the confidence of its 
stakeholders.

a. Legal form
Titan Trust Bank Limited was incorporated in Nigeria 
as a private limited liability company on December 
12, 2018 and commenced operations on October 4, 
2019 after being issued its national commercial 
banking licence by the Central Bank of Nigeria in 
April 2019.

b. Principal activity and business review
The Bank aims to serve retail, SME and corporate 
customers whilst providing value-oriented, 
technology-driven and customer-centric services 
in an efficient yet seamless manner. The operational 
activities of the Bank are undertaken from the 
Bank’s headquarters in Lagos, the commercial hub 
of Nigeria.

Directors’ Report 

c. Operating results
Highlights of the Bank's operating results for the 
period under review are as follows:

d. Directors and their interests
In accordance with Section 275 of CAMA, Directors’ 
direct and indirect interests in the issued share 
capital of the Bank are recorded in the Register of 
Members as at 31st December 2019 and are 
contained in the Report.

Gross earnings
Profit before income tax
Income tax
Profit for the period

31 December 2019

2,527,387
600,143
44,500

644,643

Mr. Babatunde Lemo (Chairman)1
Mr. Mudassir Amray (Managing Director)5 
Dr. (Mrs.) Adaeze Udensi6
Mr. Andrew Chukwudi Ojei2
Alhaji Abubakar Muhammed3
Alhaji Aminu Bashari4

500,000
-
-

500,000
-
-

For the period ended 31 December
In thousands of naira

For the period ended 31 December 2019

Direct Shareholding
Number of ordinary shares held
31 December 2019

1. Mr. Babatunde Lemo was appointed upon incorporation,
effective December 12, 2018
2.Mr Andrew Ojei was appointed upon incorporation effective
December 12, 2018
3. Alhaji Mohammed Abubakar was appointed upon incorporation
effective December 12, 2018.
4. Alhaji Aminu Bashari was appointed effective February 20, 2019
5. Mr. Mudassir Amray was appointed effective April 17, 2019
6. Dr. (Mrs.) Adaeze Udensi was appointed effective April 17, 2019
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e. Directors’ interest in  contracts
For the purpose of section 277 (1) and (3) of the 
Companies and Allied Matters Act of Nigeria, none 
of the directors had direct or indirect interests in 
contracts with the Bank during the period.

f. Property and equipment
Information relating to changes in property and 
equipment is provided in Note 20 to the financial 

h. Substantial interest in shares
According to the register of members as at 31 December 2019, no shareholder held more than 5% of the 
issued share capital of the Bank except the following:

i. Charitable contributions
The Bank made contributions to one charitable 
organization amounting to N1 million during the 
period. The schedule of charitable donations is 
shown below:

j. Events after the reporting period
On 11 March 2020, the World Health Organization 
declared the coronavirus (COVID – 19) outbreak a 
pandemic and most governments have taken 
restrictive measures to contain its further spread by 
introducing lockdowns, closures of borders and 
travel restrictions which has affected the free 
movement of people and goods. The Nigerian 
Centre for Disease Control (NCDC) has confirmed 
COVID -19 cases in Nigeria and this has resulted in 
lock down in certain states. The pandemic has 
caused a significant reduction in social interactions, 
disruption in economic activities while some public 
facilities have been shut down in a bid to reduce the 
spread of the virus.

Share Range

1 - 1,000,000
1,000,001 - 10,000,000
10,000,001 - 30,000,000

TOTAL

No of
Shareholders

2
2
2

6

Percentage (%) of 
Shareholders

33.33
33.33
33.34

100.00

Percentage (%) of 
Holdings

1.82
12.70

85.48

100.00

No, of Holdings

1,060,000
7,419,600

49,930,400

58,410,000

Shareholder

Aminu Yaro
Luxis Int'l DMCC
Magna Int'l DMCC

Percentage (%) of Holdings

9.07
48.09
37.39

No, of Holdings

5,299,700
28,090,400
21,840,000

Donation and sponsorship

Tunde Lemo Foundation

Amount (N)

1,000,000

1,000,000

statements. In the opinion of the Directors, the fair  
value of the Bank’s property, plant and equipment is 
not less than the value shown in the financial 
statements.

g(i). Shareholding analysis
The shareholding pattern of the Bank as at  31 
December 2019  is as stated below:

in thousands of shares

in thousands of shares

31 December 2019

31 December 2019
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The Bank considers this outbreak to be a 
non-adjusting subsequent event. As the situation is 
fluid and rapidly evolving, the Directors do not 
consider it practicable to provide a quantitative 
estimate of the potential impact of this outbreak 
and will continue to evaluate the impact of COVID-19 
on the Bank’s operations, financial position and 
operating results.

As at the date these financial statements were 
authorised for issue, the Directors were not aware 
of any material adverse effects on the financial 
statements as a result of the COVID-19 outbreak.

There are no other events after the reporting date 
which could have a material effect on the financial 
position of the Bank as at 31 December  2019 which 
have not been adequately provided for or disclosed 
in these financial statements.

Description

Female
Male

Total

% of Total Staff

25
75

100

Number

15
44

59

Grade

General Manager
Deputy General Manager
Assistant General Manager

Total

Percentage (%)

Total

-
1
2

3

100

Female

-
1
-

1

33

Male

-
-
2

2

67

Analysis of staff strength by gender as at  31 December 2019

Analysis of top management positions by gender as at  31 December 2019

Analysis of executive and non executive Directors by gender as at 31 December 2019

k. Human resources
Employment of disabled persons
The Bank continues to maintain its policy of 
non-discrimination on recruitment and selection 
when considering applications for employment, 
including those received from physically 
challenged persons. The Bank’s policy is that the 
most qualified and experienced persons are 
recruited for appropriate job levels, irrespective of 
an applicant’s state of origin, ethnicity, religion or 
physical condition.

In the event of any employee becoming disabled in 
the line of duty through industrial accident, the 
Bank ensures continuity of employment by 
arranging suitable training for such employees who 
are subsequently redeployed to jobs compatible 
with their capability. Presently, the Bank does not 
have any physically challenged persons on its 
payroll.

Grade

Executive Director
Managing Director
Non Executive Director
Independent Non-Executive Director

Total

Percentage (%)

Total

1
1
3
1

6

100

Female

1
-
-
-

1

17

Male

-
1
3
1

5

83
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Received complaints
Resolved complaints

Unresolved complaints pending 
end of the period

Number
31 December 2019

6
(6)

-

Amount Claimed
31 December 2019

N’000

-
-

-

Amount Refunded
31 December 2019

N’000

-
-

-

Card Type

Master Debit Cards
Volume of transactions
Value of transactions (N)

Number of cards 
31 December 2019

214
324

1,087,459

l. Health, safety and welfare at work
The Bank gives priority attention to health, safety 
and welfare of its employees and hence maintains 
business premises designed to ensure the safety 
and healthy living conditions of its employees and 
customers alike. This has been achieved by 
adequately insuring employees against 
occupational hazards. Fire prevention and 
Fire-fighting equipment are installed in strategic 
locations within the Bank’s premises. All fire 
protection equipment are periodically maintained to 
ensure they are always fit for purpose in the event 
of an emergency situation while relevant personnel 
are continuously trained in the safe operation of 
these equipment.

The Bank encourages healthy living and mental 
wellness through periodic employee wellness 

o. Number of cards issued and transaction history

programs, it also operates a contributory Pension 
Scheme and provides a comprehensive National 
Health Insurance Plan for its employees and their 
dependents.

m. Employee involvement and training
The Bank is committed to providing employees 
information regarding issues that affect the Bank’s 
performance and plans as well as seeking their 
views, where practicable, on matters that affect 
their interests. The Bank places a high premium on 
the development of its manpower. Consequently, 
the Bank ensures that employees undergo 
on-the-job training to improve their efficiency and 
productivity levels. In addition, the Bank is poised 
to sponsor its employees for various training 
courses, both locally and overseas

BY ORDER OF THE BOARD

Banwo & Ighodalo
Company Secretary/Legal Advisor
FRC/2013/NBA/00000001645
48, Awolowo Road, Ikoyi,
Lagos
13 March 2020

030

n. Complaints

Auditors
Messrs. KPMG Professional Services, which were appointed as the auditors to the Bank in October 2019, 
having satisfied the relevant corporate rules on their tenure in office have indicated their willingness to 
continue in office. In accordance with section 357 (2) of the Companies and Allied Matters Act, Cap C.20 Laws 
of Federation of Nigeria 2004 therefore, the auditor will be re-appointed at the next annual general meeting of 
the company without any resolution being passed.
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INTRODUCTION

Corporate Governance is essential for ensuring 
accountability, fairness and transparency in a 
company’s relationship with all its stakeholders. 
Titan Trust Bank Limited (the “Bank”) maintains and 
complies with relevant and applicable corporate 
governance standards. The Board of Directors of  
the Bank (the “Board”) is committed to ensuring 
sustainable long-term success for the Bank and is 
mindful that best corporate governance practices 
are essential for ensuring accountability, fairness 
and transparency. The Bank also aims to promote 
and sustain good relationship with all stakeholders. 
The Bank undertakes frequent internal assessment 
of its compliance with the applicable laws, 
corporate governance codes, rules and regulations 
and submits periodic compliance reports to the 
Central Bank of Nigeria (“CBN”), its primary 
regulator, and the Nigeria Deposit Insurance 
Corporation (“NDIC”).

The applicable corporate governance codes and 
rules govern a wide range of issues, including but 
not limited to Board and Management, 
Shareholders, Rights of other Stakeholders, 
Disclosure Requirements, Risk Management, 
Organizational Structure, Quality of Board 
Membership, Board Performance Appraisal, 
Reporting Relationship, Ethics and Professionalism, 
Conflict of Interest, Sustainability, Whistle-blowing, 
Code of Ethics, Complaints Management 

Processes and the Role of Auditors. These, in 
addition to the Bank’s Memorandum and Articles of 
Association, Board, Board Committees and 
Management Committee Charters, collectively 
constitute the bedrock of the Bank’s corporate 
governance framework. The Bank’s governance 
structure is hinged on its internal governance 
framework, which is executed through the following 
principal organs:

(a) The Board;
(b) Board Committees;
(c) General Meetings;
(d) Management Committees;

THE BOARD

Board Size, Structure and Responsibilities

Whilst the Bank’s operations are regulated by the 
CBN, it will also comply with the provisions of the 
National Code of Corporate Governance, 2018 (as 
required) (the "NCCG")". The Bank is in the process 
of taking steps to ensure compliance with the 
provisions of the NCCG. Total Board size during the 
period ended 31 December 2019 was six (6), 
comprising two (2) Executive Directors including 
the Managing Director/CEO and four (4) Non- 
Executive Directors.

The profiles of the members of the Board are as 
follows:

Corporate
Governance
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Babtunde Lemo has a First Class Honours degree in 
Accountancy from University of Nigeria, Nsukka. He 
also attended an Advanced Management Programme 
(AMP) at the Wharton College, the University of 
Pennsylvania, USA as well as executive training 
programmes at Harvard University, INSEAD 
(Fontainebleau, France) and Brandeis University in 
Boston. Babatunde is a fellow of the Institute of 
Chartered Accountants of Nigeria, Fellow Institute of 
Directors, as well as a fellow of the Chartered Institute 
of Bankers of Nigeria. He has over 30 years of 
significant leadership and top management 
experience in the public and private sector. He served 
at the CBN as the Deputy Governor in charge of 
Operations and Deputy Governor in charge of Financial 
Systems Surveillance. Whilst at the CBN, his 
contribution to public policy in the financial sector 
included modernization of the Nigerian payment 
system, rapid deployment of the electronic banking 
system, the implementation of the Banking Sector 
Consolidation, formulation, implementation and 
supervisory framework of the Microfinance policy—all 
under the supervision of the CBN  Governor. He also 
led the restructuring of the Abuja Security and 
Commodities Exchange and Nigeria Export Bank 
(NEXIM) as chairman of both institutions.

As Managing Director and Chief Executive Officer of 
Wema Bank Plc from 2000 to 2003, Mr. Lemo 
championed the transformation which led to a 
superlative performance that made the bank rank as 
one of the ten most profitable banks in Nigeria in 
2003.

He currently chairs the Boards of Federal Road 
Maintenance Agency (FERMA), Flutterwave Nigeria 
Ltd, Lambeth Capital Ltd, and ARM Holding Co Limited. 
His is a holder of a national honor of Officer of the 
Federal Republic of Nigeria (OFR).

Mr. Babatunde Lemo
C H A I R M A N
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Mudassir is a seasoned banker with well-rounded 
exposure of over 25 years in senior management 
roles with proven track record of adaptability in six 
geographies (USA, Nigeria, Malaysia, Hong Kong, 
Singapore and Pakistan) with Citibank.

Before moving to Titan Trust Bank, Mudassir was 
with Citibank New York. Throughout his career, 
Mudassir held various senior positions at Citibank 
and other foreign & local banks, including:

Managing Director & Head of Global Capital 
Management for LATAM region, Citibank New York

Managing Director & Group Head of Global 
Corporate & Investment Banking & Business SCO 
for Citibank Nigeria and Ghana

Head of Wholesale Banking at Al-Rajhi Bank in 
Malaysia

Director, Global Network Capital Management at 
Citibank in Hong Kong

Head of Islamic Banking for Asia Pacific region at 
Citibank in Singapore

Country Business Head and Business SCO at 
Citibank in Pakistan

Regional Manager & Country Head Structured 
Finance for Bank Alfalah in Pakistan

Corporate Bank Head at United Bank Limited in 
Pakistan

Mudassir has strong focus on governance and 
processes and has a balanced approach towards 
risk and business. He exhibits courage in taking 
tough decisions and has developed and adopted 
smart business strategies in different environments.

Mr. Mudassir Amray
M A N A G I N G  D I R E C T O R /
C H I E F  E X E C U T I V E  O F F I C E R

MANAGEMENT TEAM
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Dr. Mrs. Adaeze Udensi, is currently the Executive 
Director (Business, Operations, IT and Services) and 
Executive Compliance Officer of Titan Trust Bank Limited. 
Prior to joining Titan Trust Bank, she was in Heritage Bank 
Plc as Executive Director in charge of the South Region 
and Executive Compliance Officer. Up until January 2018, 
she was in charge of Retail, SME, E-Business, Collections 
and Private Banking across the entire 160 branches 
following a recent restructuring to position the Bank to 
aggressive pursue a sustainable growth agenda. Prior to 
July 2016, she oversaw South Bank Directorate which 
covers all the branches of the bank in the South-South 
and South-East of Nigeria. Her  distinguished banking 
career spans over 23 years, 16 of which were spent at 
Zenith Bank Plc where she rose to the level of General 
Manager/Group Zonal Head overseeing Public 
Sector/Commercial Banking and Oil & Gas businesses in 
the Rivers/Bayelsa Zone.

She graduated with a second-class upper division 
honours B.Sc. degree in Banking & Finance and an MBA 
in Business Administration from Rivers State University of 
Science and Technology. She has attended several 
Executive Management Programmes both locally and 
internationally notably Wharton Business School, 
Pennsylvania, Kellogg School of Management, Illinois, 
Harvard Business School, Boston and INSEAD 
Fontainebleau, France. Admitted to the degree of Master 

Dr. (Mrs.) Adaeze Udensi
E X E C U T I V E  D I R E C T O R

of Business Administration (MBA) in Chartered Banker with Merit by Bangor University in December 2017. Admitted as 
Doctor of Philosophy in Credit Management from International University, Panama in August 2019. Holds Certified Credit 
and Financial Examiner (CCFE) from London Postgraduate Credit Management College, UK. Holds Certified Credit and 
Financial Analysis Professional (CCFAP) with Upper Credit from Postgraduate School of Credit and Financial Management, 
Lagos.

She possesses strong skills and deep knowledge of the market and business fundamentals relevant to the financial 
services industry and a top-notch award-winning professional experience which spans across Retail, Commercial, 
E-Business, Private Wealth Management, Credit & Marketing, Turn-around Management and Business Development. Her 
contributions to the business and financial services has earned her numerous awards  some of which include: Member, 
Chartered Institute of Bankers, Scotland (MCIBS, Chartered Banker). Fellow, Institute of Credit Administration of Nigeria. 
Honourary Senior Member, The Chartered Institute of Bankers of Nigeria. Associate, The Chartered Institute of Bankers of 
Nigeria. Member, The Institute of Directors of Nigeria. Emerged as “Credit Director of the Year” in 2016 – an award from the 
Institute of Credit Administration of Nigeria. Patron, Garden City Advancement Award (Rivers@50) and awarded “Role 
Model for the Female Child” in 2017.

She is married with children.

MANAGEMENT TEAM
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Alhaji Mohammed is a seasoned entrepreneur with 
over 30 years’ experience managing and leading 
businesses across the country. He is the Managing 
Director of Syndicated Investment limited, a 
construction firm. He has held this post for over 33 
years. He has also been the Chairman/CEO of 
GB-Impex limited, a security, contracting and 
trading company, since 1993.

Alh. Abubakar Mohammed
I N D E P E N D E N T
N O N - E X E C U T I V E  D I R E C T O R

035T I T A N  T R U S T  B A N K  LT D   |   A N N U A L  R E P O R T   |   2 0 1 9



Alhaji Bashari Aminu (Iyan Zazzau), is the Chairman 
of the Board of Directors of Vital Products Limited. 
He is a Fellow of the Institute of Financial 
Accountants (UK) and a Fellow of the Certified 
National Accountant of Nigeria (CNA). He is a senior 
title holder in the Emirate of Zazzau and was  a 
Senior District Head of Sabon-Gari, Zaria in Kaduna 
State from 1979 to 2018.

He is currently on the board of several companies.

Alh. Aminu Bashari 
N O N - E X E C U T I V E  D I R E C T O R
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Mr Andy Ojei is a Fellow of The Institute of Chartered 
Accountants of Nigeria as well as a Fellow and 
Council Member of The Institute of Credit 
Administration of Nigeria and has over 28 years of 
experience in the financial sector. Mr. Ojei was an 
Executive Director of Zenith Bank Plc (until 2013) in 
charge of Enterprise Risk Management. Prior to 
this, he set up the first offshore subsidiary for 
Zenith Bank in Ghana as Managing Director (winning 
bank of the year in 2008). In addition, he pioneered 
the establishment of the bank’s branches in Ibadan 
and Abuja. He holds a bachelor’s degree in 
accounting from the University of Lagos and an 
MBA from the Enugu State University of Science 
and Technology. Mr. Ojei has also attended courses 
at Wharton Philadelphia and San Francisco, Harvard 
Business School, Lagos Business School, 
Euromoney in London, and Advanced Management 
Program at INSEAD, France. Mr. Ojei is a seasoned 
businessman with interests in Real Estate and 
Information Technology. He is also a Council 
Member of Ritman University, Ikot Ekpene, Akwa 
Ibom State, Nigeria.

Mr. Andrew Chukwudi Ojei 
N O N - E X E C U T I V E  D I R E C T O R
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Other Senior Management Team Members

Stella is a seasoned professional with over 21 years 
experience spanning Human Resources, Sales and 
Banking Operations.

She has held key HR positions in Zenith Bank Plc and UBA 
Plc including Head Workforce Planning, Head Shared 
Services and Head Business Partnering, where she made 
significant contributions in organizational development, 
performance & change management and business 
strategy.

She holds a B.Sc. and M.Sc. (Biology) and an MBA 
(Management) and is a member of the Chartered Institute 
of Personnel and Development (CIPD).

Mrs. Stella Nwihim
H E A D  O F  H R

MANAGEMENT TEAM
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Mark has 22 years experience in the Banking industry 
covering Operations, Audit and Financial Control.

He is also a Fellow of the Institute of Chartered 
Accountants of Nigeria and Chartered Institute of Taxation 
of Nigeria.

He holds a Bachelor’s Degree in Accountancy and 
Business Administration and an MBA in Banking and 
Finance. He was the Financial Controller at Diamond Bank 
from 2015 to March 31, 2019. 

Mr. Mark Oguh
C H I E F  F I N A N C I A L  O F F I C E R

MANAGEMENT TEAM
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Ademola AJAYI is the Chief Compliance Officer the Bank.

He holds a Master of Science degree and bachelor’s 
degree (First Class Honours) in Accounting from Babcock 
University, Ilishan Ogun State. He holds HND in accounting 
(Upper credits) from the Polytechnic, Ibadan.

He is a fellow of the Institute of Chartered Accountant of 
Nigeria. He is an Associate of Compliance Institute of 
Nigeria. He is a Security and Exchange Commission 
registered Compliance Officer and a registered 
professional of the Financial Reporting Council of Nigeria. 
He is a Certified Compliance Officer (CCO) and a Certified 
Fraud and Crime; Investigation and Prevention 
Professional by the Global Academy of Finance and 
Management (GAFM), USA. He is also a fellow of GAFM, 
USA.

He has been in the Nigerian Banking Sector since 1996, 
with experience in financial control, credit risk review and 
monitoring, business development, banking operations, 
internal controls and audit, inspection and compliance 
functions. His career in banking started in NAL Merchant 
Bank (as a National Youth Service Corps member). 
Immediately after the youth service year, he was recruited 
by Zenith Bank, where he performed creditably well in 
banking operations, controls, risk management related 
functions (with specific focus on compliance risk 
management role). He played a key role in setting up 
compliance department in Zenith Bank and took same to 
an enviable height.

Mr. Ademola Ajayi
H E A D  O F  C O M P L I A N C E

MANAGEMENT TEAM
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Training  and Evaluation:
In order to further develop the skill level of the 
Board, members attend courses and training 
programmes suited to enhancing their functions. If 
the situation necessitates it, the Directors are 
entitled to seek independent professional advice 
on matters for which they require clarification. Titan 
Trust Bank has always placed emphasis on the 
performance of the Board as a whole as well as on 
the performance of individual members in relation 
to their contributions to the Board and the Bank.

Functions of the Board:
The Board meets regularly (at least once every 
quarter) to perform its stewardship and oversight 
functions, primary among which are:

Review of the Bank's goals as well as the strategy 
for achieving these goals.

Evaluation of present and future strengths, 
weaknesses and opportunities of the Bank. 
Comparisons with competitors, locally and 
internationally and best  practice.

Review and approval of the Bank's financial 
objectives, plans and actions and significant 
allocation and expenditure.

Approval of the annual  budget;

Approval of the annual and half-yearly financial 
statements, annual report and reports to 
shareholders.

Consideration and where appropriate, declaration 
or recommendation of the payment of dividends.

Reviewing the Bank's audit  requirements.

Reviewing the performance of, necessity for, and 
composition of Board Committees.

Approval of the remuneration of the Chairman, 
Non-Executive Directors and Management.

Reviewing risk management policies and controls, 
including compliance with legal and regulatory 
requirements.

Reviewing the Bank's code of conduct and ethical   
standards.

Reviewing shareholder and client  relationships.

The Board also performs certain of its functions 
through Board Committees and Management 
Committees. The  delegation of these functions 
does not in any way derogate from the discharge by 
members of their duties and responsibilities.

BOARD COMMITTEES

The Board Governance, Nomination
and Remuneration Committee

The Board Governance, Nomination and 
Remuneration Committee is made up of three (3) 
Non-Executive Directors. This Committee is 
responsible for the overall governance, nomination 
and remuneration responsibility of  the Bank. This 
committee’s terms of reference are as follows:

Review and continuously assess the size and 
composition of the Board and Board Committees, 
and recommend the appropriate Board structure 
and size,  age, skills, competencies, composition, 
knowledge, experience and background of the 
directors in line with the needs of the Bank  and 
diversity required to fully discharge the Board’s 
duties;

Establish a formal and transparent process for 
Board appointments, including establishing the 
criteria for appointment to the Board and Board 
committees, reviewing prospective candidates’ 
qualifications and any potential conflict of interest; 
assessing the contribution of current Directors 
against their re-nomination suitability, and making 
appropriate recommendations to the Board;
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Recommendation of membership criteria for the 
Board, Board Committee.

Identification at the request of the Board of specific 
individuals for nomination to the Bank and making 
of recommendations on  the appointment and 
election of New Directors (including the MD/CEO) 
to the Board, in line with the Bank’s approved 
Director selection criteria;

Review the effectiveness of the process for the 
selection and removal of Directors and making 
recommendations where appropriate;

Make recommendations to the Board annually with 
respect to the compensation and benefits for the 
executive directors;

Undertake the annual assessment of the 
independent status of each Independent Directors;

Review and recommend for Board ratification, all 
terminal compensation arrangements for Directors 
and senior management.

Recommendation of appropriate compensation for 
Non-Executive Directors for Board and Annual 
General Meeting consideration;

Assessing the Bank's financial and non-financial 
goals versus actual performance, evaluate the CEO 
in light of his performance, and recommend for 
approval of the independent members of the Board 
the CEO's compensation level based on this 
evaluation;

Ensuring that there is an approved training policy for 
Directors, and monitoring of compliance with the 
policy;

Review and make recommendations on the Bank’s 
succession plan for the Chairman of the Board, 
Directors, Managing Director/Chief Executive 
Officer and all other Executive Directors and 
Non-Executive Directors and other senior 
management staff to ensure leadership and 
continuity. The Succession planning is reviewed 
periodically with provision made for succession in 
emergency situations as well as long-term 
vacancies;

Regular monitoring of compliance with Bank’s code 
of ethics and business conduct for Directors and 
staff;

Review of the Corporate Governance report to be 
published in the Annual Report;

Review of the Bank’s organization structure and to 
make recommendations to the Board for approval;

Ensure annual review or appraisal of the 
performance of the Board and its committees is 
conducted. The review/appraisal cover all aspects 
of the Board’s structure, composition, 
responsibilities, individual competencies, Board 
operations, Board’s role in strategy setting, 
oversight over corporate culture, monitoring role 
and evaluation of management performance and 
stewardship towards shareholders;

Ensure the development and periodic review of 
Board charters, Board committee charters and 
other governance policies, such as the code of 
ethics, conflict of interest and whistleblowing 
policies among others;

The Board Finance and General
Purpose Committee:

The Board Finance & General Purpose Committee 
has oversight responsibility for issues relating to the 
Bank’s budgetary process, procurements and 
strategic planning. The Committee considers large 
scale procurement by the Bank, as well as matters 
relating to staff welfare, discipline, staff 
remuneration and promotion. The Committee is 
made up of four (4) members: two (2) 
non-Executive Directors and two (2) Executive 
Directors. It is chaired  by a non-executive Director. 
This committee’s terms of reference are as follows:
Human Resources related:

To set and review the KPIs for the executive 
directors;

To review and make recommendation on all staff 
policy related matters.

To review and advise on major organizational 
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changes and significant new human resources 
policies/programs or material changes to existing 
human resource policies and programs;

To review and monitor, on at least an annual basis, 
compensation and benefit programs and make 
recommendations thereon to the Board.

To periodically review the Bank’s human resources 
policies and make recommendations thereunto the 
Board;

To review and monitor the overall employment 
environment and consider any other human 
resource issues as it considers appropriate or as 
may be referred to it by the Board.

Finance related:
To review and recommend for approval the annual 
business plan of the bank with respect to 
profitability, liquidity and capital expenditure in order 
to assess the achievability of the Bank’s strategic, 
operational and merchandizing initiatives;

To review the profit, cash flow and capital 
expenditure forecasts as they are updated and 
analyzed throughout the fiscal year;

To review and make recommendations to the Board 
on the Bank’s dividend policy, if any; and

To annually evaluate the committee’s performance 
as compared to the requirements of this Charter,

To review and make recommendations on branch 
expansion and/or closures to the Board.

To discharge any other duties or responsibilities 
delegated to the Committee by the Board.

The Board Credit Committee:

The primary function of this Committee is to 
consider all matters pertaining to the granting of 
credits by the Bank in accordance with approved 
policies and approval of credits in excess of the 
limits delegated to the  Management  Credit  
Committee,  significant  revisions  to credit policies,  

and establish portfolio distribution guidelines in 
conformity with government regulations. The 
Committee is made up of four (4) members: two (2) 
non-Executive Directors and two (2) Executive 
Directors. It is chaired by a non-executive Director. 
The committee’s terms of reference are as follows:

Reviewing the strategies of the Bank to develop and 
achieve the credit and lending goals of the Bank, 
and make appropriate recommendation to the 
Board;

Ensure that the Bank is in compliance with the 
minimum capital adequacy ratio as may be specified 
by the Central Bank of Nigeria from time to time;

Reviewing the Bank’s Credit Policy which is 
established to ensure the credit quality of the Bank 
and the Bank’s loan portfolio and maintain 
profitability. The Committee’s review also takes into 
account, changes in applicable laws or regulations 
as well as changing economic and/or banking 
conditions. The Committee also makes 
recommendations appropriately to the Board for 
final approval;

Considering all Credits which are in excess of the 
limits delegated from time to time by the Board of 
Directors to the Management Credit Committee 
(MCC) and recommending same to the Board for 
approval;

Considering in line with necessary laws and 
regulations, all insider-related credit applications, 
including those of Directors and top Management 
staff and related parties, irrespective of the size and 
recommending same to the Board for approval;

Monitoring loan quality through the review of 
quarterly reports on ‘criticized’ facilities and 
potential loss forecasts;

Considers and recommends to the board for 
approval, requests for write-off of facilities or a part 
thereof.

Reviewing the Bank’s compliance with regulatory 
requirements and internal policies applicable to 
Credit, including any legal and inhouse lending limit 
restrictions and insider loan transactions;
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Working with Management to ensure the timely 
identification and management of problem credits; 
overseeing Management’s administration of the 
Bank’s credit risk portfolio, including Management’s 
responses to trends in credit risk, credit 
concentration and asset quality, and receiving and 
reviewing its reports thereon;

Reviewing fully-provisioned loans and loan 
recovery efforts from time to time;

Approving credit guidelines for strategic plans and 
projects;

Ensuring the adequacy of the Bank’s internal 
control procedures with respect to risk assets to 
safeguard their quality;
 

The Board Audit, Risk and
Compliance Committee:

The Committee functions as a Standing Committee 
of the Board with responsibility for internal control 
over financial reporting, including internal  and 
external audit. This committee also has oversight 
responsibility for the overall risk assessment of 
various areas of the Bank’s operations and 
compliance. The Committee is made up of three 
Non-Executive Directors.

The committee's terms of reference include;

To receive, as and when appropriate from the 
Bank’s audit staff, the reports of the inspection/ 
audit reviews and assessments.

To review the reports of financial services 
regulatory examinations relating to the Bank as 
applicable.

To obtain from management on an annual basis, 
reasonable assurance that the policies and controls 
designed to maintain compliance with those laws 
and regulations applicable to the Bank’s various 
business activities are being adhered to.

To review disclosure regarding risks contained in 
the Bank’s Annual Report and Quarterly Reports.

To align the Bank’s risk/ returns profile as well as 
recommend improvement options to the Board of 
Directors.

Review the Bank’s capital management options and 
strategies.

Monitor the Bank’s compliance with set out risk 
parameters and other risk related regulatory 
requirements.

Maintain oversight of the integrity of the Bank’s 
financial and non-financial reporting.

To preserve and oversee the independence of the 
external auditors by setting clear hiring polices for 
employees or former employees of external 
auditors.

To review the independence of the external auditor 
and ensure that where non audit services are 
provided by the external auditors, there is no 
conflict of interest;

To recommend the appointment, retention, 
compensation and oversight of external auditors’ 
work.

To recommend the appointment and removal of the 
Head of Internal Audit. In recommending the Head 
of Internal Audit, the Committee must take 
cognisance of the qualification and experience 
required of a Head of Internal Audit as provided by 
CBN’s Competency Framework for the Banking 
Industry.

To assist in the oversight of compliance with legal 
and other regulatory requirements, assessment of 
qualifications and independence of the external 
auditors and performance of the Bank’s internal 
audit function as well as that of the external 
auditors.

To review with external auditors, any audit scope 
limitations or problems encountered and 
management responses to them.
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Review the bank’s code of conduct and ethics and 
ensure system is in place to enforce code.

Ensure adequate whistle blowing procedures are in 
place and that a summary of issues reported are 
presented to the Board.

Review and approve the mandate of the 
compliance function on a periodic basis; Assess 
the performance, independence and effectiveness 
of the compliance function;

Assess the Bank’s compliance with legal and 
regulatory requirements and ensure the Bank’s 
internal policies and procedures (AML/CFT) are in 
line with the applicable laws and regulations;

Exercise oversight over management’s processes 
to ascertain the integrity of the Bank’s financial 
statements, compliance with all applicable legal and 
other regulatory requirements; and assess the 
qualifications and independence of the external 
auditors, and the performance of the Bank’s internal 
audit function as well as that of the external 
auditors.

Oversee the process for the identification of fraud 
risks across the Bank and ensure that adequate 
prevention, detection and reporting mechanisms 
are in place.

Ensure the development of a Related Party 
Transactions policy and monitor its implementation 
by management. The Committee considers any 
related party transaction that may arise within the 
Bank.

To discharge any other duties or responsibilities 
delegated to the committee by the Board.

To review and discuss with the management the 
Bank’s risk governance structure, risk assessment 
and risk management practices and the guidelines, 
policies and processes for risk assessment and 
management with the exception of credit risk 
policies. Upon review, to recommend to the Board 
for approval the said guidelines, policies and 
processes.

Exercise oversight over the process for the 
identification and assessment of risks across the 
Bank and the adequacy of prevention, detection 
and reporting mechanisms;

Review and recommend for approval of the Board, 
at least annually, the Bank’s Information Technology 
(IT) data governance framework to ensure that IT 
data risks are adequately mitigated, and relevant 
assets are managed effectively;

To review and recommend for Board approval the 
Bank’s risk appetite and strategy relating to key risk, 
including credit risk, liquidity and funding risk, 
market risk, product risk and reputational risk, as 
well as the guidelines, policies and processes for 
monitoring and mitigating such risks.

To discuss with the Bank’s Chief Risk Officer, the 
Bank’s risk assessment and risk management 
guidelines, policies and processes, as the case 
may be.

To receive, as and when appropriate from the 
Bank’s internal audit staff, the results of risk 
management reviews and assessments.

To review disclosure regarding risk contained in the 
Bank’s annual Report and half yearly Reports.

To review reports on selected risks topics as the 
Committee deems fit from time to time.

Review the adequacy and effectiveness of risk 
management and controls in the Bank and monitor 
the bank’s compliance with set out risk parameters 
and other risk related regulatory requirements.
 

GENERAL MEETINGS
The Bank recognizes that its Shareholders are key 
stakeholders in the enterprise and that General 
Meetings are the primary avenue for interaction 
between the Shareholders, Management and the 
Board. Since Shareholders collectively constitute 
the highest decision-making organ in  the Company, 
the Bank complies strictly with regulatory 
requirements and is positioned to convene at least 
one General Meeting (the Annual General Meeting) 
in each financial year, to give all Shareholders the 
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opportunity to participate in governance. The 
meeting will be convened and conducted  in a 
transparent manner. The Board takes a keen interest 
in its responsibility to ensure that material 
developments (financial and non-financial) are 
promptly communicated to Shareholders. The 
Board is also conscious of regulatory reporting 
requirements and routinely discloses material 
information to all stakeholders. To achieve this, the 
Bank has developed formal structures for 
information dissemination via direct communication 
to all interested parties using electronic and print 
media as well as its website, 
�.titantrustbank.com. The Bank’s Company 
Secretariat is well equipped to handle enquiries 
from Shareholders in a timely manner. The Company 
Secretary also ensures that any concerns 
expressed by investors, are communicated to 
Management and the Board as appropriate.

Management Committees Executive Committee 
(EXCO):

The EXCO comprises the Managing Director 
(MD/CEO) and the Executive Director. EXCO has the 
MD/CEO as its Chairman. EXCO is charged with 
overseeing the business of the Bank within agreed 
financial and other limits set by the Board from time 
to time. The Committee meets weekly (or such 
other times as business exigency may require) for 
the purposes of the following key objectives:

Ensure implementation of the Bank’s business plan 
and strategy upon approval of same by the Board;

Review budget presentations for each financial year 
ahead of presentation to the Board;

Evaluate the Bank’s strategy at quarterly intervals 
and update the Board on same;

Review the Bank’s budget performance at quarterly 
intervals and update the Board on same at bi-annual 
intervals;

Review the Bank’s Quarterly, Half-Yearly and Full 
Year financial statements ahead of presentation to 
the Board and the Regulators;

Review and approve proposals for capital 
expenditure and acquisitions within its approval 
limit;

Make recommendations to the Board on dividend 
and/or corporate actions for each financial year; 
and

Any other matter as the Board may direct.

Management Committee (MANCO):

The Management Committee comprises the senior 
management of the Bank and has been 
established to identify, analyze, and make 
recommendations on risks arising from day to-day 
activities. They also ensure that risk limits as 
contained in the Board and Regulatory policies are 
complied with. Members of the management 
committee make contributions to the respective 
Board Committees and also ensure that 
recommendations of the Board Committees are 
effectively and efficiently implemented. They meet 
weekly and as frequently as the need arises. The 
primary responsibility of this Committee is to 
ensure the implementation of the Bank’s strategic 
and business plan as approved by the Board,  
efficient deployment and management of the 
Bank’s resources.

Assets and Liabilities Committee (ALCO):
The ALCO is responsible for the management of a 
variety of risks arising from the Bank’s business 
including market and liquidity risk management, 
loan to deposit ratio analysis, cost of funds 
analysis, establishing guidelines for pricing on 
deposit and credit facilities, exchange rate risks 
analysis, balance sheet structuring, regulatory 
considerations and monitoring of the status of 
implemented assets and liability strategies. The 
primary functions of this Committee are the 
creation of a balance sheet structure to allocate 
sources and utilization of funds in a manner that 
would improve the Bank's financial performance;  
maximizing the value of capital overtime whilst 
controlling risk exposures; and managing the 
Bank’s liquidity with respect  to the composition of 
portfolio of liquid assets, control of cash flow, 
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control of short- term borrowing capacity, 
monitoring of undrawn  commitments, and 
contingency funding plans.

Management Credit Committee (MCC):

The primary purpose of the Committee is to advise 
the Board of Directors on its oversight 
responsibilities in relation to the Bank’s credit 
exposures and lending practices. The Committee 
also provides guidance on development of the 
Bank’s credit and lending objectives. The 
Management Credit Committee is responsible for 
ensuring that the Bank complies with the credit 
policy guide as established by the Board. The 
Committee also makes contributions to the Board 
Credit Committee. The Committee can approve 
credit facilities to individual obligors not exceeding 
in aggregate a sum as pre-determined by the Board 
from time to time. The committee is responsible for 
considering and approving credits within board 
approved limits. It considers and recommends to 
the board through the BCC, credits above its limit. 
The Committee reviews the entire credit portfolio of 
the Bank and conducts periodic assessment of the 
quality of risk assets in the Bank. It also ensures that 
adequate monitoring of performance is carried out. 

The Secretary of the MCC is the Head, Credit Risk 
Management. The committee meets weekly or as 
the need arises. Primarily, the Management Credit 
Committee approves  credits in line with the  Bank’s  
credit  policy. All credits exceeding the approval 
limit of the MCC are recommended to the Board 
Credit Committee for approval. The MCC also 
regularly assesses the Bank’s risk asset portfolio to 
determine the optimum mix; the amount of 
exposures per customer and related group of 
customers; and approves the limits of interbank 
placements. The MCC meets regularly to review 
non-performing accounts and make appropriate 
recommendations to the board through the BCC.

Cost Management Committee:

The Committee periodically reviews the 
costs/expenses of the Bank and recommends 
appropriate cost reduction/control measures; 
reviews and streamlines the acquisition of capital 
expenditure and bulk purchases of consumables 
with a view to reducing cost without compromising 
quality;  and generally, reviews the procurement 
procedures of the Bank.
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Report of the Audit, Risk
and Compliance Committee
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In accordance with the provision of Section 359[6] of the Companies and Allied Matters Act 
CAP 20 Laws of the Federation of Nigeria 2004, we the members of the Audit, Risk & 
Compliance Committee of Titan Trust Bank Limited hereby report on the Financial Statements 
for the year ended 31st December 2019 as follows:

We have exercised our statutory functions under section 359(6) of the Company and Allied 
Matters Act of Nigeria and acknowledge the co-operation of management and staff in the 
conduct of these responsibilities. 

We are of the opinion that that accounting and reporting policies of the Bank are in agreement 
with legal requirements and agreed ethical practices and that the scope and planning of both 
the external and internal audits for the year ended 31 December 2019 were satisfactory and 
reinforce the Bank internal control systems.

As required by the provisions of the Central Bank of Nigeria circular B5D/1//2004 dated 
February 18, 2004 on “Disclosure of Insider-Related Credits in Financial Statements”. We 
reviewed the insider - related credits of the Bank and found them to be as disclosed in the 
financial statements. We have deliberated on the findings of the external auditors who have 
confirmed that necessary cooperation was received from the management in the course of 
their statutory audit and we are satisfied with management’s responses thereon as well as the 
effectiveness of the Bank’s system of accounting and internal control. 
 
         

Mr. Andrew Chukwudi Ojei
FRC/2013/MULTI/00000003195
For Chairman
Audit, Risk & Compliance Committee

Members of the Risk, Audit & Compliance Committee Are:

1. Alh. Abubakar Mohammed  - Chairman
2. Mr. Chukwudi Andrew Ojei     - Member 
3. Alh. Aminu Bashari        - Member

TO MEMBERS OF TITAN TRUST BANK LIMITED



The remuneration policy of Titan Trust Bank Limited 
is designed to establish a framework for defining 
and structuring the remuneration of executive and 
non-executive directors noting the Bank’s scope of 
operations, productivity and performance as well as 
shareholder value creation. The remuneration policy 
also takes cognizance of the relevant Codes of 
Corporate Governance in Nigeria with a view to 
ensuring adherence to the  highest standards of 
Corporate Governance.

OBJECTIVES OF REMUNERATION POLICY

The primary objectives of the Bank’s remuneration 
policy and practices are to:

Motivate directors to pursue and promote balance 
between the short term and long term growth of the 
Bank while maximising shareholders’ return;

Enable the Bank to attract and retain people of 
proven ability, experience and skills in the market in 
which it competes for talent;

Link rewards to the creation of value for 
shareholders;Ensure an appropriate balance 
between fixed and variable remuneration while 
reflecting the short and long term objectives of the 
Bank;

Encourage fairness and demonstrate a clear 
relationship between remuneration and 
performance based on set targets on individual and 
corporate performance;

Encourage behaviour consistent with Titan Trust 
Bank’s values, principles and Code of Business 
Conduct. This will lead to an appropriate balance in 
performance, governance, controls, risk 
management, customer service, people 
management, brand and reputation management;

Ensure that remuneration arrangements are 
equitable, transparent, well communicated and 
easily understood, aligned with the interest of 
shareholders  and  adequately disclosed;

Limit severance payments on termination to 
pre-approved contractual arrangements which 
does not commit the Bank to paying for non 
performance; and

Comply with the relevant legal and regulatory 
requirements.

The system established to remunerate executive 
directors places a premium on their executive 
duties. It applies remuneration guide used by   listed 
companies as well as best practice to pay their 
senior staff.

The remuneration policy for executive directors 
considers various elements, including the 
following:

Fixed remuneration, taking into account the level of 
responsibility, and ensuring this remuneration is 
competitive with remuneration paid for equivalent 
posts in banks of equivalent status both within and 
outside Nigeria.

Directors’
Remuneration Policy
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Variable annual remuneration linked to the Bank’s 
financial results. The amount of this remuneration is 
subject to achieving specific quantifiable targets, 
aligned directly with shareholders’ interests.

The structure of executive-directors’ remuneration 
is in line with the general policy for 
senior-management remuneration. The contracts 
signed with each director determine their 
respective remunerations and entitlements.

Composition of Remuneration:

The remuneration packages of the Managing 
Director (MD) and the Executive Director are 
determined by the Board Governance, nomination 
and renumeration and are subject to the Board's 
approval. The compensation of the MD and the 
Executive Directors shall include incentive 
schemes to encourage continued improvement in 
performance against the criteria set and agreed by 
the Board. The Governance, Nomination and 
Remuneration Committee sets operational targets 

consisting of a number of key performance 
indicators (KPIs) covering both financial and 
non-financial measures of performance for the 
executives at the beginning of each year.

Typical KPIs and assessment criteria include: 
Achieving pre-determined growth in the Bank’s 
turnover, profit after tax, return on asset etc; 
Meeting strategic and operational objectives; and 
Assessment of personal effort and contribution 
Remuneration of the GMD and other Executive 
Directors consist of both fixed and variable 
remuneration components. The components of 
remuneration for Executive Director comprise base 
salary (a fixed sum payable monthly which is 
reviewed annually), benefits (including car 
allowances, medical allowance, etc.), an annual 
bonus, long term incentives and pension 
contributions.

The performance of the executive director is 
measured against these criteria at the end of the 
financial year and their evaluation result is used to 
determine the variable element of their 
remuneration
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Complaint Management
Policy & Procedures

1. BACKGROUND

Titan Trust Bank is committed to delivering 
exceptional customer service to its customers at 
every touch point. To ensure this, the Bank has put 
in place a Customer Charter to serve as a reminder 
of this commitment to our customers.

The purpose of this document is to ensure all 
activities are performed in line with the bank’s 
service guidelines and create exceptional service 
regardless of the channel. This document 
describes the describes the procedure for 
escalating and managing customer complaints 
arising from a service failure in a fair and transparent 
manner.

It also includes the responsibilities of all involved in 
the resolution process. The CCP will be supported 
by an automated Customer Complaint Management 
System (CCMS) which is a web-based application 
deployed bank wide.

For complaints not resolved to the customers 
satisfaction, this will be escalated to Internal Audit 
for resolution. The policies and procedures required 
for this system’s use are as detailed below;

2. POLICIES AND PROCEDURES

(a) Complaints from customers can be received 
through any of the following means:

• Telephone(Contact Centre numbers – 0700 020 
0200, 01-2265129, 01-2265100, or any of the 
Bank’s telephone numbers).

• The contact E-mail box
(contactcentre@titantrustbank.com) /
any other mailbox in the Bank).

• The Customer Complaint form (paper-based
form to be picked up in the banking hall).

• Surface mail [addressed to the Customer  
Relations Unit (CRU), a branch/ unit within the 
bank or any staff].

• Face-to-face interaction (verbally).

(b) The complaint must be logged into the 
Customer Complaint Management System (CCMS) 
by the staff that received the complaint. The staff 
must also ensure that the contact details of the 
customer are included to enable direct 
communication with the customer upon resolution 
of the complaint by the resolver also known as case 
owner. The application shall auto-assign the 
complaint based on category & issue types to the 
respective case owners (Resolving Unit) factoring 
the SLA for that complaint type.

(c) CCMS shall automatically forward a notification 
to the customer stating that the complaint has been 
received and will be resolved within the CBN 
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stipulated  SLA. The case reference number and 
other complaint details shall be included in the 
notification.

(d) The staff responsible for the complaint 
(Resolver/Case Owner) shall attend to the 
complaint and resolve it in line with the Service 
Level Agreements (SLA) defined by CBN for the 
complaint category and issue. Detailed update 
actions shall also be entered into the CCMS until 
resolution is complete. A case owner is also 
responsible for ensuring that detailed resolution 
actions are entered into a case before case closure.

(e) All complaints shall be resolved within the 
specified timeline (based on the SLA of the unit) 
from date of receipt. Complaints not resolved  
within stipulated timelines shall be duly escalated 
based on the SLA. For complaints that cannot be 
resolved within SLA, the first update will be sent 
within the first 2 working days and subsequently 
every 3 working days until resolved. However, 
complaints with immediate resolution/first contact 
resolution (FCR) shall be communicated to the 
customer  same day of receipt, and logged as 
resolved on the CCMS.

(f) On satisfactory resolution of a complaint, the 
Reolver/Case Owner shall provide comprehensive 
resolution details which shall also include possible 
root causes of the complaint as well as attach 
supporting documents to back up the decision or 
action taken and then close the case. (An email 
notification shall be forwarded to the CRU to show 
that the case has been resolved).

(g) The Customer Service Unite (CSU) shall monitor 
the complaint resolution process via the CCMS. All 
complaints shall be reviewed by the contact centre 
upon successful resolution of the complaints by the 
Resolver/Case Owner. CRU staff shall notify the 
customer on the same day if received before close 
of business.

3. UNRESOLVED COMPLAINTS

1. Complaints not resolved to the customers’ 
satisfaction were referred to Internal Audit, who 
shall designate the task to any other officer in  the 
unit. Customers are expected to send feedback to 
the Contact centre not later than 14 days after 
receipt of resolution status.

2. Internal audit shall only accept complaints via 
email –  telephone – 234-1-2265129 or a formal 
letter of complaint written to the office of  the Bank.

3. Internal audit shall make rulings within the 
shortest possible time after the complaint has been 
received. Feedback on decisions taken shall  be 
forwarded to the customer and  Contact centre.

4. REWARD AND PENALTY SCHEME FOR LOGGING 
OF COMPLAINTS

The Reward and Penalty Scheme for CCMS is 
designed to encourage staff to log complaints and 
also to boost staff confidence in the Bank’s 
Complaint Management process. This will in turn 
increase customer satisfaction and loyalty.

i Categories

The following categories exist under the  scheme:
• Staff that log the most  complaints
• Branches that log the most  complaints
• Regions that log the most complaints

ii Reward Structure
A target will be set for every staff/branch and region 
in any of the categories mentioned above. The 
targets will be reviewed bi-annually by the 
Customer Experience Unit. The reward is to be 
determined and communicated by the Customer 
Experience Unit.

iii Penalty
Failure to log a complaint - This involves 
staff/branch’s failure to log a complaint. This can be 
monitored if the duplicate copy of the complaint 
form (retained by the customer) is returned to the 
branch by the customer.
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A caution letter will be sent to the indicted staff and 
depending on the weight of the complaint and its 
impact on the business, the Head of Internal Control 
and Human Resources  will determine the sanction 
to be applied in line with the Bank's disciplinary 
policy.

Where a branch or region is indicted and depending 
on the weight of the complaint and its impact on the 
business, the Head of Internal Control and Human 
Resources  will determine the sanction to be 
applied in line with the Bank's disciplinary policy.

5. BENEFITS OF CUSTOMER COMPLAINTS 
MANAGEMENT SYSTEM  (CCMS)

i Enables a fair and transparent treatment of all 
customer complaints.

ii Assist the Bank to redesign services with the 
customer as the focal point.
iii The Bank will be in a better position to 
continuously re-assess customer’s needs.

iv The CCMS will highlight where there is a need to 
change organisational practices to better serve the 
customer. Staff can be re-trained on service 
delivery based on number of complaints and 
resolution of said complaints.

v The CCMS will enable the tracking of complaints.

Corporate  Governance Principles

Titan Trust Bank ensures compliance with the 
corporate governance principles established by the 
Code of Corporate Governance for Banks and 
Discount Houses in Nigeria, issued by the Central 
Bank of Nigeria (CBN) and the Nigerian Code of 
Corporate Governance (NCCG) issued by the 
Financial Reporting Council (FRC). In the quest to 
adopt best practices in the industry, the Bank 
established a Corporate Governance Framework 
which sets out a top-level framework for corporate 
governance in the Bank, This is revised from time to 
time to keep it in line with International best 
practices on good governance, Corporate 
governance and Extant regulations, codes and 
laws.

Financial Reporting and Accounting

The audit for the period under review was 
conducted by the firm of KPMG Professional 
Services which is independent  of  the Bank.  In 
keeping  with  the provisions of section 359 
subsections (3) & (4) of the Companies and Allied 
Matters Act, the report of the Auditors is submitted 
to the  Audit  Committee which examines the report 
and makes recommendations to the shareholders 
at each Annual General Meeting.
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The Board of Directors is committed to managing 
compliance with a robust framework to enforce 
compliance with internal policies, relevant 
standards, laws, rules, market conventions, codes 
of practices promoted by law enforcement 
agencies, industry associations and regulators.

To manage compliance risk in Titan Trust Bank, the 
Board approved the compliance charter, 
compliance manual and AML/CFT policies among  
other policies. The Board also approved the 
appointments of the Executive Compliance Officer, 
an Executive Director and the Chief Compliance 
Officer, a Senior Management staff, who are jointly 
responsible for implementing and monitoring the 
implementation of the approved policies.

The Chief Compliance Officer reports to the 
Executive Compliance Officer, but also reports to 
the Board Audit, Risk and Compliance Committee. 
The Executive Compliance Officer discusses and 
attends to compliance related matters at the Board 
meetings. The Executive Management and other 
Senior Management Staff also partake directly and 
indirectly in the management of the Bank’s 
compliance risk. Other members of staff have been 
trained on their roles in ensuring that the bank 
complies with applicable laws and regulations while 
discharging their duties, conducting banking 
businesses and on-boarding customers. The Bank 
has put in place compliance monitoring mechanism 
(mostly automated), escalation procedures for 
identified exceptions and procedures for engaging 
Executive Management for necessary corrective 
actions.

The Internal Audit department also reviews the 
bank’s compliance risk management program with a 
view to providing independent assurance that 
approved policies are complied with and the 
governance structure is effective.

AML/CFT TRAINING

As part of Titan Trust Banks’s AML/CFT awareness 
programme, board members and all levels of staff 
are trained at least once every financial year on 
bank’s AML/CFT requirements. New employees 
also undergo AML/CFT training in their orientation 
classes. Live case studies are employed during 
trainings to provide experiential learning and ensure 
employees fully understand the content and scope 
of the subject matter.

ETHICS, ANTI- BRIBERY AND CORRUPTION & 
WHISTLE-BLOWING

Titan Trust Bank adopts a zero-tolerance approach 
to bribery and corruption. The Bank conducts 
business affairs in a manner that shuns the use of 
corrupt practices or acts of bribery to obtain unfair 
advantage in our dealings within the industry and 
community at large.

All Titan Trust Bank staff sign/attest on an annual 
basis to have read and understood the board 
approved policy of the Bank relating to Ethics, Code 
of Conduct, Anti-Bribery and Corruption. The need 
to maintain high ethical and professional conduct in 

Compliance
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our business activities is also communicated to all 
directors, business associates as well as relevant 
partners, suppliers, vendors and other stakeholders

In line with Sections 3.3 and 3.4 of the Central Bank 
of Nigeria Guidelines on Whistle Blowing for Banks 
and Other Financial Institutions in  Nigeria, Titan 
Trust Bank Limited has established whistle blowing 
procedures that encourage stakeholders by 
assurance of confidentiality, to report any unethical 
activity or breach of the Central Bank Guidelines on 
Whistle Blowing.

As a bank, Titan Trust Bank is committed to high 
ethical standards and integrity. The Bank also 
continues to create an ethical culture amongst our 
employees while ensuring a control environment 
that frowns at unethical/corrupt practices but 
rewards honesty.

In the same vein, the Bank has developed its 
Whistle Blowing policy which is available to staff 
members for consultation, understanding and 
compliance. The policy is also hosted on the bank’s 
website for awareness and guidance of other 
stakeholders

In order to facilitate easy reporting of unethical 

conduct and any act of dishonestly by staff, 
management and directors of Titan Trust Bank, 
and/or other stakeholders, a whistle blowing 
portal/channel has been deployed on the bank’s 
website. This will enable the bank to take necessary 
measure towards addressing issues before such 
crystalize into losses. Details of the whistle blowing 
medium are as stated below:

Telephone:  +234-1-2265114
Email: whistleblow@titantrustbank.com

During the period there was no report from the 
Whistle Blowing reporting channels, and no 
investigation was carried out. The Bank therefore 
rendered a NIL report to Central Bank of Nigeria for 
the period.

Compliance with banking regulations

The Bank did not contravene any regulation of the 
Banks and Other Financial Institutions Act, 1991 or 
any relevant circulars issued by the Central Bank of 
Nigeria.

Attendance at Board Committee meetings
Directors’ attendances at meetings are as shown 
below:

Name

Mr. Babatunde Lemo1
Mr. Mudassir Amray5
Dr. (Mrs). Adaeze Udensi6
Alh. Aminu Bashari4
Mr. Andrew Chukwudi Ojei2
Alh. Abubakar Mohammed3

11 June

√
√
√
√
√
√

4 September

√
√
√
x
√
√

20 November

√
√
√
√
√
√

Name

Alh. Aminu Bashari
Mr. Andrew Chukwudi Ojei
Alh. Abubakar Mohammed

3 September

x
√
√

20 November

√
√
√

1. Mr. Babatunde Lemo was appointed upon incorporation, effective December 12, 2018
2.Mr Andrew Ojei was appointed upon incorporation effective December 12, 2018
3. Alhaji Mohammed Abubakar was appointed upon incorporation effective December 12, 2018.
4. Alhaji Aminu Bashari was appointed effective February 20, 2019
5. Mr. Mudassir Amray was appointed effective April 17, 2019
6. Dr. (Mrs.) Adaeze Udensi was appointed effective April 17, 2019

√ Present     X Absent

Board Governance, Nomination & Renumeration Committee:
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Name

Alh. Mohammed Abubakar
Alh. Aminu Bashari
Mr. Andrew Chukwudi Ojei

3 September

√
x
√

20 November

√
√
√

Board Audit, Risk & Compliance Committee:

Name

Mr.  Mudassir Amray
Dr. (Mrs.) Adaeze Udensi
Alh.  Mohammed Abubakar
Mr. Andrew Chukwudi Ojei

3 September

√
√
√
√

20 November

√
√
√
√

Board Finance and General Purpose Committee:

Name

Mr.  Mudassir Amray
Dr. (Mrs.) Adaeze Udensi
Alh. Aminu Bashari
Mr. Andrew Chukwudi Ojei

3 September

√
√
x
√

20 November

√
√
√
√

Board Credit Committee:

BY ORDER OF THE BOARD

Banwo & Ighodalo
Company Secretary/Legal Advisor
FRC/2013/NBA/00000001645
48, Awolowo Road, Ikoyi,
Lagos
13 March 2020
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

Financials
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

058

Statement of Directors' Responsibilities in Relation to the  Financial Statements for the 
period ended  31 December 2019

The Directors accept responsibility for the preparation of the annual financial statements that 
give a true and fair view in accordance with the International Financial Reporting Standards and 
in the manner required by the Companies and Allied Matters Act, Cap C.20, Laws of the 
Federation of Nigeria 2004, Financial Reporting Council of Nigeria Act, 2011, the Banks and 
Other Financial Institutions Act, Cap B3, Laws of Federation of Nigeria 2004 and relevant 
Central Bank of Nigeria (CBN) Guidelines and Circulars.

The Directors further accept responsibility for maintaining adequate accounting records as 
required by the Companies and Allied Matters Act, Cap C.20, Laws of Federation of Nigeria, 
2004 and for such internal control as the directors determine is necessary to enable the 
preparation of financial statements that are free from material misstatement whether due to 
fraud or error.

The Directors have made an assessment of the Bank's ability to continue as a going concern 
and have no reason to believe that the Bank will not remain a going concern in the year ahead

SIGNED ON BEHALF OF THE BOARD OF DIRECTORS BY:

Mr. Mudassir Amray
Managing Director/CEO 
FRC/2019/002/00000020256
13 March 2020 

Mr.  Babatunde Lemo
Chairman
FRC/2016/ICAN/00000014753
13 March 2020
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Titan Trust Bank Limited

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of Titan Trust Bank Ltd ("the Bank"), which comprise 
the statement of financial position as at 31 December 2019 , and the  statement of profit or loss 
and other comprehensive income, the  statement of changes in equity, and the statement of 
cash flows for the period then ended, and notes, comprising significant accounting policies 
and other explanatory information, as set out on pages 63 to 143

In our opinion, the accompanying financial statements give a true and fair view of the financial 
position of the Bank as at 31 December 2019 , and of its financial performance and its cash 
flows for the period then ended in accordance with International Financial Reporting Standards 
(IFRSs) and in the manner required by the Companies and Allied Matters Act, Cap C.20, Laws 
of the Federation of Nigeria, 2004, the Financial Reporting Council of Nigeria Act, 2011, the 
Banks and Other Financial Institutions Act, Cap B.3, Laws of the Federation of Nigeria, 2004 
and relevant Central Bank of Nigeria (CBN) Guidelines and Circulars.

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 Financial Statements section of our report. We are independent of the Bank in 
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for 
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant 
to our audit of the financial statements in Nigeria and we have fulfilled our other ethical 
responsibilities in accordance with these requirements and the IESBA Code. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most 
significance in our audit of the financial statements of the current period. These matters were 
addressed in the context of our audit of the financial statements as a whole, and in forming our 
opinion thereon, and we do not provide a separate opinion on these matters. We have 
determined that there are no key audit matters to communicate in our report.

Other Information
The Directors are responsible for the other information. The other information comprises the list 
of directors, Corporate Governance report, Statement of Directors’ responsibilities and other 
national disclosures, but does not include the financial statements and our auditor’s report 
thereon.

Our opinion on the financial statements does not cover the other information and we do not 
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other 
information and in doing so, consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit or otherwise appears to be 
materially misstated. If, based on the work we have performed, we conclude that there is a 
material misstatement of this other information, we are required to report that fact. We have 
nothing to report in this regard.

Responsibilities of the Directors for the Consolidated and Separate Financial Statements
The Directors are responsible for the preparation of financial statements that give a true and fair 
view in accordance with the International Financial Reporting Standards and in the manner 
required by the Companies and Allied Matters Act, Cap C.20, Laws of the Federation of Nigeria, 
2004 and the Financial Reporting Council of Nigeria Act, 2011, the Banks and other Financial 
Institutions Act, Cap B3, Laws of the Federation of Nigeria, 2004 and relevant Central Bank of 
Nigeria (CBN) Guidelines and Circulars;, and for such internal control as the directors determine 
is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.

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

Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial 
Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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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 financial statements.

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

Identify and assess the risks of material misstatement of the 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 Bank’s internal control.

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

Conclude on the appropriateness of directors’ use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to 
events or conditions that may cast significant doubt on the Bank’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in 
our auditor’s report to the related disclosures in the 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 Bank to cease to continue as a going concern.

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

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

We also provide the Audit Committee with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships 
and other matters that may reasonably be thought to bear on our independence, and where 
applicable, related safeguards.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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From the matters communicated with the Audit Committee, we determine those matters that 
were of most significance in the audit of the financial statements of the current period and are 
therefore the key audit matters. We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because 
the adverse consequences of doing so would reasonably be expected to outweigh the public 
interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Compliance with the requirements of Schedule 6 of the Companies and Allied Matters Act, Cap 
C.20, Laws of the Federation of Nigeria, 2004

In our opinion, proper books of account have been kept by the Bank, so far as appears from our 
examination of those books and the Bank’s statement of financial position and statement of 
profit or loss and other comprehensive income are in agreement with the books of account.

Compliance with Section 27 (2) of the Banks and Other Financial Institutions Act, Cap B.3, Laws 
of the Federation of Nigeria, 2004 and the Central Bank of Nigeria circular BSD/1/2004

i. The Bank did not pay penalties in respect of contraventions of the Bank and Other Financial 
Institutions Act during the period ended 31 December 2019.

ii. Related party transactions and balances are disclosed in Note 33 to the financial statements 
in compliance with the Central Bank of Nigeria circular BSD/1/2004.

Kabir O. Okunlola, FCA
FRC/2012/ICAN/00000000428
For: KPMG Professional Services
        Chartered Accountants
11 May 2020 Lagos, Nigeria

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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The accompanying notes and significant accounting policies are an integral part of 
these financial statements.
The financial statements were approved by the Board of Directors on 13 March 2020 
and signed on its behalf by:

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

Name

Assets
Cash and balances with central banks
Financial assets at fair value through profit or loss
Assets pledged as collateral
Loans to banks
Loans and advances to customers
Investment securities
- Fair value through other comprehensive income
- Amortised cost
Property and equipment
Right of use assets
Intangible assets
Deferred tax Assets
Other assets

Total assets

Liabilities
Deposits from customers
Current income tax liability
Other liabilities
Lease liability

Total liabilities

Equity

Share capital
Retained earnings
Other reserves
- Statutory reserve
- Regulatory risk reserve
- Fair value reserve

Total shareholders equity

Total equity and liabilities

Note

14
15
16
17
18

19(a)
19(b)

20
21
22
23
24

25
13
26
27

28
29

29
29
29

31 December 2019

234,728
241,806

1,959,478
5,043,725
3,037,052

19,792,081
6,267,299
1,077,437
421,083

1,180,815
50,472

 395,432 

39,701,408

9,390,033
5,972
76,147

300,383 
  

9,772,535 

29,204,987
415,164

193,393
36,086
79,243 

  
29,928,873

39,701,408
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Managing Director/CEO 
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Mr. Mark Oguh
Chief Financial Officer
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The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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The accompanying notes and significant accounting policies are an integral 
part of these financial statements

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

Statement of profit or loss and other comprehensive income
For the period ended 31 December

In thousands of Naira

Gross earnings
Interest income
Interest expense

Net interest income

Net impairment loss on financial assets
Net interest income after impairment loss on 
financial assets

Fees and commission income
Fees and commissions expense
Net fee and commission income

Net trading income

Net operating income

Personnel expense
Depreciation
Amortisation
Other operating expense

Total expenses

Profit before income tax

Income tax

Profit

Other comprehensive income net of income tax: 
Items that will be reclassified to profit or loss
Fair value gain on FVOCI investments
ECL impairment allowance on FVOCI investments

Total other comprehensive income

Total comprehensive income for the period

Note

6
7

8

9
9

10

11
20,21

22
12

13

19(c)
19(c)

31 December 2019

2,527,387 
2,486,340

(40,712)

2,445,628
 

(24,659)
2,420,969

 
8,993

(7,062)
1,931

 
32,054

2,454,954

(583,921)
(181,100)
(20,280)

(1,069,510)

(1,854,811)

600,143

44,500
 

644,643 

59,291
19,952

 
79,243

723,886 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 
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The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

In thousands of Naira

Profit after tax
Add:
Income tax
Profit before tax

Adjustments for:
Depreciation
Amortization
Impairment charge on loans and advances
Impairment charge on investment securities
Impairment charge on loans to banks
Impairment charge on assets pledged as collateral
Interest income
Interest expense
Fair value (gain) on financial assets FVTPL
Foreign exchange gains

Change in financial assets FVTPL
Change in assets pledged as collateral
Change in mandatory reserve deposits
Change in loans and advances to customers
Change in other assets
Change in deposits from customers
Change in other liabilities

Interest received
Interest paid on customer deposits
VAT paid

Net cash flow generated from operating activities

Investing activities
Net purchase of investment securities
Payment for Right-of-Use asset
Purchase of property and equipment
Purchase of intangible assets

Net cash used in investing activities

Financing activities

Issue of shares

Cash generated from financing activities

Increase in cash and cash equivalents

Cash and cash equivalents at end of period

Note

13

20,21
22

8
8
8
8
6
7

10
10

30(i)
30(vi))
30(vii)
30(ii)
30(iii)
30(iv)

30(viii)

30(iv)

30(v)
30(ix)

20
22

28

31

31 December 2019

644,643

(44,500)
600,143

181,100
20,280

218
21,209

2,377
855

(2,486,340)
40,712

(7,504)
(509)

(1,627,459)

(230,912)
(1,914,050)

(164,496)
(3,037,270)
(395,432)
9,390,033

59,075 

2,079,489

1,959,406
(3,361)
(17,072)

4,018,462 

(25,491,809)
(252,580)

(1,164,008)
(1,201,095)

(28,109,492)

29,204,987

29,204,987

5,113,957 

5,113,957

Statement of cash flows
For the period ended 31 December

The accompanying notes and significant accounting policies  are an integral 
part of these financial statements.

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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1 REPORTING ENTITY

Titan Trust Bank Limited (the Bank) is a Company 
domiciled in Nigeria. It was incorporated in Nigeria 
as a private limited liability company on 12 
December 2018. The address of its corporate office 
is Plot 1680, Sanusi Fafunwa Street, Victoria Island, 
Lagos.

The principal activity of the Bank is the provision of 
banking and other financial services to corporate 
and individual customers. Titan Trust  Bank Limited 
provides a full range of financial services including 
investment, commercial and retail banking, 
securities dealing and payment services.

The financial statements of the Bank for the period 
ended 31 December 2019 were authorised for issue 
on 13 March 2020 by the Board of Directors of Titan 
Trust Bank Ltd

2 ACCOUNTING POLICIES

2.1 Introduction of summary of significant 
accounting policies

Except as noted below, the Bank has consistently 
applied the accounting policies as set out in Note 
2.3 to the period presented in these financial 
statements.

The Bank applied the following standards and 
amendments to standards from 1 January 2019.

i. IFRS 16: Leases
This standard sets out the principles for the 
recognition, measurement, presentation and 
disclosure of leases for both parties to a contract, 
i.e the customer ('lessee') and the supplier 
('lessor'). IFRS 16 eliminates the classification of 
leases as required by IAS 17 and introduces a single 
lease accounting model. Applying that model, a 
lessee is required to recognise:

• assets and liabilities for leases with a term of more 
than 12 months, unless the underlying assets is of 
low value;

• depreciation of lease assets seperately from 
interest on lease liabilities in profit or loss

At inception of a contract, the Bank assesses 
whether a contract is or contains, a lease. A 
contract is, or contains, a lease if the contract 
conveys the right to control the use of an identified 
asset for a period of time in exchange for 
consideration. To assess whether a contract 
conveys the   right to control the use of an identified 
asset, the Bank assesses whether:

- the contract involves the use of an identified asset 
- this may be specified implicitly or explicitly, and 
should be physically distinct or represent 
substantially all of the capacity of a physically 
distinct asset. If the supplier has a substantive 
substitution right, then the asset is not identified;

- the Bank has the right to obtain substantially all of 
the economic benefits from use of the asset 
throughout the period of use; and

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

Notes to the
Financial Statements

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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- the Bank has the right to direct the use of the 
asset. The Bank has this right when it has the 
decision-making rights that are most relevant to 
changing how and for what purpose the asset is 
used. In rare cases where the decision about how 
and for what purpose the asset is used is 
predetermined, the Bank has the right to direct the 
use of the asset if either:

- the Bank has the right to operate the asset; or

- the Bank designed the asset in a way that 
predetermines how and for what purpose it will be 
used.

At inception or reassessment of a contract that 
contains a lease component, the Bank allocates the 
consideration in the contract to each lease 
component on the basis of their relative 
stand-alone prices. However, for the leases of land 
and buildings in which it is a lessee, the Bank has 
elected to seperate non-lease components and 
account for the lease and non-lease components 
as a single lease component.

As a lessee
As the lessee, the Bank leases their current office 
premises and has recognised right-of-use assets 
and lease liabilities for leases of its Head office 
building - these leases are on-balance sheet.

At commencement, the Bank recognises a 
right-of-use asset and a lease liability. The 
right-of-use asset is initially measured at cost, 
which comprises the initial amount of the lease 
liability adjusted for any lease payments made on or 
before the commencement date, plus any initial 
direct costs incurred and an estimate of costs to 
dismantle and remove the underlying asset or to 
restore the underlying asset or the site on which it is 
located, less any lease incentives received.

The right of use asset is subsequently depreciated 
using the straight-line method from the 
commencement date to the earlier of the end of the 
useful life of the right-of-use asset or the end of the 
lease term. The estimated useful life of right-of-use 
assets are determined on the same basis as those 
of property and equipment. In addition, the 
right-of-use asset is periodically reduced by 

impairment losses, if any, and adjusted for certain 
remeasurements of the lease liability.

 The lease liability is initially measured at the present 
value of the lease payments that are not paid at the 
commencement date, discounted using the 
interest rate implicit in the lease, or if that rate 
cannot be readily determined, the Bank's 
incremental borrowing rate. Generally, the Bank 
uses its incremental borrowing rate as the discount 
rate.

Lease payments included in the measurement of 
the lease liability comprise the following:

- fixed payments, including in-substance fixed 
payments;

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

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

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

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

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

The Bank presents right-of -use assets that do not 

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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meet the definition of investment property in 
'property, plant and equipment' and lease liabilities 
in 'loans and borrowings' in the statement of 
financial position

For the lessor, IFRS 16 substantially carries forward 
the lessor accounting requirements in IAS 17. 
Accordingly, a lessor continues to classify its leases 
or finance leases, and to account for these two 
types of leasers differently
.
For the purpose of applying this standard, the Bank 
defines a low value lease contract as any lease 
contract where the underlying asset has a low value 
when new such as personal computers, items of 
office furniture etc. This election shall be made on 
lease-by-lease basis.

Low value lease payment shall be amortized over 
the lease period as prepaid rent.

ii. IFRIC 23: Uncertainty over income tax 
treatments

This interpretation clarifies how to apply the 
recognition and measurement requirements of IAS 
12 when there is uncertainty over income tax 
treatments. In such a circumstance, an enity shall 
recognise and measure its current or deferred tax 
asset or liability applying the requirements in IAS 12 
based on taxable profit (tax loss), tax bases, unused 
tax losses, unused tax credits and tax rates 
determined by applying this interpretation. This 
interpretation addresses: whether an entity 
considers uncertain tax treatments separately; the 
assumptions an entity makes about the examination 
of tax treatments by taxation authorities; how an 
entity determines taxable profit (tax loss), tax 
bases, unused tax losses, unused tax credits and 
tax rates; and how an entity considers changes in 
facts and circumstances. The IFRIC will be applied 
retrospectively only where possible without the use 
of hindsight. The impact on the financial statements 
is not significant.

iii. Amendments to IFRS 9

The amendments clarify that financial assets 

containing prepayment features with negative 
compensation can now be measured at amortised 
cost or at fair value through other comprehensive 
income (FVOCI) if they meet the other relevant 
requirements of IFRS 9.

iv. IAS 19: Employee Benefits

The amendments require a company to use the 
updated assumptions when a change to a plan 
either an amendment, curtailment or settlement, 
takes place to determine the current service cost 
and net interest for the remainder of the reporting 
year after the change to the plan. Until now, IAS 19 
did not specify how to determine these expenses 
for the year after the change to the plan. By 
requiring the use of updated assumptions,  the 
amendments are expected to provide useful 
information to users of financial statements. The 
amendment did not have any significant impact on 
the financial statements of the Bank.

v. Annual improvements 2015-2017 cycle

The IASB has issued various amendments and 
clarifications to existing IFRS.
 

2.2 Standards and interpretations yet
to be effective

(a) Conceptual framework amendments
Effective for periods beginning on or after 1 January 
2020

The IASB decided to revise the Conceptual 
Framework because certain important issues were 
not covered and certain guidance was unclear or 
out of date. The revised Conceptual Framework, 
issued by the IASB in March 2018, includes:

• A new chapter on measurement;

• Guidance on reporting financial performance;

• Improved definitions of an asset and a liability, and 
guidance supporting these definitions; and

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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• Clarifications in important areas, such as the roles 
of stewardship, prudence and measurement 
uncertainty in financial reporting.

The IASB also updated references to the 
Conceptual Framework in IFRS Standards by issuing 
Amendments to References to the Conceptual 
Framework in IFRS Standards. This was done to 
support transition to the revised Conceptual 
Framework for companies that develop accounting 
policies using the Conceptual Framework when no 
IFRS Standard applies to a particular transaction.
The Bank is yet to adopt this amendment.

(b) Amendments to IFRS 3

Effective for periods beginning on or after 1 
January 2020

Defining a business is important because the 
financial reporting requirements for the acquisition 
of a business are different from the requirements for 
the purchase of a group of assets that does not 
constitute a business.

The proposed amendments are intended to provide 
entities with clearer application guidance to help 
distinguish between a business and a group  of 
assets when applying IFRS 3.

In October 2018 the IASB issued this amendment to 
make it easier for companies to decide whether 
activities and assets they acquire are a business or 
merely a group of assets. The amendments:

• Confirm that a business must include inputs and a 
process, and clarified that: (i) the process must be 
substantive and (ii) the inputs and process must 
together significantly contribute to creating 
outputs.

• Narrow the definitions of a business by focusing 
the definition of outputs on goods and services 
provided to customers and other income from 
ordinary activities, rather than on providing 
dividends or other economic benefits directly to 
investors or lowering costs; and

• Add a test that makes it easier to conclude that a 
company has acquired a group of assets, rather 
than a business, if the value of the assets acquired 
is substantially all concentrated in a single asset or 
group of similar assets.
The amendments are effective for business 
combinations for which the acquisition date is on or 
after the beginning of the first annual reporting 
period beginning on or after 1 January 2020 and to 
asset acquisitions that occur on or after the 
beginning of that period. Earlier application is 
permitted.

The Bank is yet to adopt the amendment

(c) Amendments to IAS 1 and IAS 8

Effective for periods beginning on or after 1 
January 2020

The IASB refined its definition of 'Material' to make it 
easier to understand. It is now aligned across IFRS 
Standards and the Conceptual Framework.

The changes in Definition of Material (Amendments 
to IAS 1 and IAS 8) all relate to a revised definition of 
‘material’ which is quoted below from the final 
amendments “Information is material if omitting, 
misstating or obscuring it could reasonably be 
expected to influence decisions that the primary 
users of general purpose financial statements make 
on the basis of those financial statements, which 
provide  financial information about a specific 
reporting entity.”

The Board has also removed the definition of 
material omissions or misstatements from IAS 8 
Accounting Policies, Changes in Accounting 
Estimates and Errors.

The amendments are effective from 1 January 2020 
but may be applied earlier. However, the Board does 
not expect significant change – the refinements are 
not intended to alter the concept of materiality.

The Bank did not early adopt this amendment.
 

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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(d) Amendments to IFRS 9 and IAS 39 and IFRS 7

Effective for periods beginning on or after 1 
January 2020

Amendments to IFRS 9, IAS 39 and IFRS 7 have now 
been issued to address uncertainties related to the 
ongoing reform of interbank offered rates (IBOR). 
The amendments provide targeted relief for 
financial instruments qualifying for hedge 
accounting in the lead up to IBOR reform.

The amendments address issues affecting financial 
reporting in the period leading up to IBOR reform, 
are mandatory and apply to all hedging relationships 
directly affected by uncertainties related to IBOR 
reform.

The amendments are effective from 1 January 
2020. Early application is permitted. The Bank 
currently does not have any financial instruments 
with hedging relationships.

2.3 Basis of preparation

(a) Statement of compliance

The financial statements for the period ended 31 
December 2019 have been prepared in accordance 
with International Financial Reporting Standards 
(IFRS) as issued by the International Accounting 
Standards Board ("IASB").  The financial statements 
comply with the Companies  and Allied Matters Act, 
Cap C.20, Banks and other Financial Institutions 
Act, Financial Reporting Council of Nigeria Act 2011 
and the relevant Central Bank of Nigeria (CBN) 
guidelines and circulars.

(b) Functional and presentation currency

These financial statements are presented in Naira, 
which is the Bank’s functional currency. Except 
where indicated, financial information presented in 
Naira has been rounded to the nearest thousand.

(c) Basis of measurement

These financial statements have been prepared on 
the historical cost basis except for the following 
items

• FVOCI financial assets which are measured at fair 
value.

• FVTPL financial assets which are measured at fair 
value

• Financial assets which are measured at amortized 
cost using effective interest rate.

• Loans and advances to customers and loans to 
banks which are measured at amortized cost using 
effective interest rate.

• Other financial liabilities that are not classified as at 
fair value through profit or loss which are measured 
at amortized cost using the effective interest rate 
method.

(d) Use of judgements and estimates

The preparation of financial statements in 
conformity with the IFRS requires the use of certain 
critical accounting estimates. It also requires 
management to exercise its judgement in the 
process of applying the Bank’s accounting policies. 
Changes in assumptions may have a significant 
impact on the financial statements in the period the 
assumptions changed. Management believes that 
the underlying assumptions are appropriate and 
that the Bank’s financial statements therefore 
present the financial position and results fairly. 
Actual results may differ from these estimates. The 
areas involving a higher degree of judgement or 
complexity, or areas where assumptions and 
estimates are significant to the financial statements, 
are disclosed in Note 4 - (critical accounting 
judgments).

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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(e) Going Concern Assumption
The financial statements have been prepared on 
the basis that the Bank will continue to operate as a 
going concern.

 
2.4 Foreign currency translation

(a)  Foreign transactions and balances
Foreign currency transactions (i.e. transactions 
denominated, or that require settlement, in a 
currency other than the functional currency) are 
translated into the functional currency using the 
exchange rates prevailing at the dates of the 
transactions or valuation where items are re- 
measured (i.e. spot exchange rate).

The local currency (Nigerian Naira) is the functional 
and presentation currency for the Bank’s  financial 
statement, thus foreign currency  balances are 
translated by using the current exchange rate at the 
reporting date. The translation rate applied by the 
Bank is the rate per the Nigerian Inter- bank Foreign 
exchange market (NAFEX) as published by the 
FMDQ OTC. The translation rates for third currencies 
are derived by multiplying the interbank rate (i.e. 
the USDollar/Naira) with applicable cross rates of 
those currencies.
Monetary assets and liabilities denominated in 
foreign currencies at the reporting date are 
translated into the functional currency at the spot 
exchange rate at that date. The foreign currency 
gain or loss on monetary items is the difference 
between the carrying amount of the asset or liability 
in the functional currency at the beginning of the 
year, adjusted for any movements during the year 
due to effective interests, payments, additions, fair 
value changes etc. and the carrying amount in the 
foreign currency translated at the spot exchange 
rate at the end of the year.

Non-monetary assets and liabilities that are 
measured at fair value in a foreign currency are 
translated into functional currency at the spot 
exchange rate at the date on which the fair value 
was determined. Non-monetary items that are 
measured based on historical cost denominated in 
a foreign currency are translated with the spot 
exchange rate as at the date of the transaction.

Foreign currency differences arising on translation 
are generally recognised in profit or loss. However, 
foreign currency differences arising from the 
translation of  FVOCI financial instruments are 
recognised in other comprehensive income.

2.5 Financial assets and liabilities

The Bank's financial assets comprises:
- Treasury bills;
- Federal government bonds
- Loans and advances to customers

(a) Initial recognition and measurement

Financial instruments are recognised initially when 
the Bank becomes a party to the contractual 
provisions of the instruments.

Financial instruments carried at fair value through 
profit or loss are initially recognised at fair value plus 
transaction costs, which are directly attributable to 
the acquisition or issue of the financial instruments, 
being recognised immediately through profit or 
loss. Financial instruments  that are not carried at 
fair value through profit or loss are initially measured 
at fair value plus or minus transaction costs that are 
directly attributable to the acquisition or issue of the 
financial instruments.

Financial assets are recognised or de-recognised 
on the date the Bank commits to purchase or sell 
the instruments (trade day accounting).

(b) Subsequent measurement

Subsequent to initial measurement, financial 
instruments are measured either at amortised cost 
or fair value depending on their classification 
category

(c) Classification

(i) Financial assets
Subsequent to initial recognition, all financial assets 
of the Bank are measured at:

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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• amortised cost
• fair value through other comprehensive income 
(FVOCI); or
• fair value through profit or loss (FVTPL)

The Bank's financial assets are subsequently 
measured at amortised cost if they meet both of the 
following criteria and are not designated as at 
FVTPL:

• 'Hold to collect' business model test - The asset is 
held within a business model whose objective is to 
hold the financial asset in other to  collect 
contractual cash flows; and

• 'SPPI' contractual cash flow characteristics test - 
The contractual terms of the financial asset give 
rise to cash flows that are solely payments of 
principal and interest (SPPI) on the principal amount 
outstanding on a specified date.

Interest in this context is the consideration for the 
time value of money and for the credit risk 
associated with the principal amount outstanding 
during a particular period of time.
 
Debt instruments are measured at fair value through 
other comprehensive income (FVOCI) by the Bank 
if they meet both of the following  criteria and are 
not designated as FVTPL:

• 'Hold to collect and sell' business model test: The 
asset is held within a business model whose 
objective is achieved by both holding the financial 
asset in order to collect contractual cash flows and 
selling the financial asset; and

• 'SPPI' contractual cash flow characteristics test: 
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.

All other financial assets (equity investments) are 
measured at fair value through other 
comprehensive income.

A financial asset is classified and measured at fair 
value through profit or loss (FVTPL) by the Bank if 
the financial asset is:

• A debt instrument that does not qualify to be 
measured at amortised cost or FVOCI;

• An equity investment which the Bank has not 
irrevocably elected to classify as at FVOCI and 
present subsequent changes in fair value in OCI;

• A financial asset where the Bank has elected to 
measure the asset at FVTPL under the fair value 
option.

Business model assessment
The Bank makes an assessment of the objective of 
the business model in which a financial asset is held 
at a portfolio level because this best reflects the 
way the business is managed and information is 
provided to management. The information 
considered includes:

- the stated policies and objectives for the portfoilio 
and the operation of those policies in practice. 
These include whether management's  strategy 
focuses on earning contractual interest income, 
maintaining a particular interest rate profile, 
matching the duration of the financial assets to the 
duration of any related liabilities or expected cash 
outflows or realising cash flows through the sale of 
the assets;

- how the performance of the portfolio is evaluated 
and reported to the Bank's management;

- the risks that affect the performance of the 
business model (and the financial assets held 
within that business model) and how those risks are 
managed;

- how managers of the business are compensated - 
e.g. whether compensation is based on the fair 
value of the assets managed or the contractual 
cash flows collected; and

- the frequency, volume and timing of sales of 
financial assets in prior periods, the reasons for 
such sales and expectations about future sales 
activity.

Transfers of financial assets to third parties in 
transactions that do not qualify for derecognition 
are not considered sales for this purpose, 

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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consistent with the Bank's continuing recognition 
of the assets.

Assessment whether contractual cash flows are 
solely payments of principal and interest

For the purpose of this assessment, 'principal' is 
defined as the fair value of the financial asset on 
initial recognition. 'Interest' is defined as 
consideration for the time value of money and for 
the credit risk associated with the principal amount 
outstanding during a particular period of time and 
for other basic lending risks and costs (e.g. liquidity 
risk and administrative costs), as well as a profit 
margin.

In assessing whether the contractual cash flows are 
solely payments of principal and interest, the Bank 
considers the contractual terms of the instrument. 
This includes assessing whether the financial asset 
contains a contractual term that could change the 
timing or amount of contractual cash flows such 
that it would not meet this condition. In making this 
assessment, the Bank considers:

- contingent events that would change the amount 
or timing of cash flows;

- terms that may adjust the contractual coupon rate, 
including variable-rate features;

- prepayment and extension features; and

- terms that limit the Bank's claim to cash flows from 
specified assets (e.g. non-recourse features)

A prepayment feature is consistent with the solely 
payments of principal and interest criterion if the 
prepayment amount substantially represents unpaid 
amounts of principal and interest on the principal 
amount outstanding, which may include reasonable 
additional compensation for early termination of the 
contract. Additionally, for a financial asset acquired 
at a discount or premium to its contractual par 
amount, a feature that permits or requires 
prepayment at an amount that substantially 
represents the contractual par amount plus accrued 
(but unpaid) contractual interest (which may also 
include reasonable additional compensation for 
early termination) is treated as consistent with this 

criterion if the fair value of the prepayment feature 
is insignificant at initial recognition

(ii) Financial liabilities

Financial liabilities are either classified by the Bank 
as:

• Financial liabilities at amortised cost; or
Financial liabilities are measured at amortised cost 
by the Bank unless either:

• The financial liability is held for trading and is 
therefore required to be measured at FVTPL, or

• The Bank elects to measure the financial liability at 
FVTPL (using the fair value option).
 

(iii) Financial guarantee contracts and loan 
commitments

A financial guarantee contract is a contract that 
requires the Bank (issuer)to make specified 
payments to reimburse the holder for a loss it incurs 
because a specified debtor fails to make payment 
when due in accordance with the original or 
modified terms of a debt instrument.

Loan commitments’ are firm commitments to 
provide credit under pre-specified terms and 
conditions. Financial guarantees issued or 
commitments to provide a loan at a below-market 
interest rate are initially measured at fair value. 
Subsequently, they are measured at the higher of 
the loss allowance determined in accordance with 
IFRS 9 (see note 3.2.18) and the amount initially 
recognised less, when appropriate, the cumulative 
amount of income recognised in accordance with 
the principles of IFRS 15.

The Bank has issued no loan commitments that are 
measured at FVTPL.

The Bank conducts business involving 
commitments to customers. The majority of these 
facilities are set-off by corresponding obligations of 
third parties.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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Contingent liabilities and commitments comprise 
usance lines and letters of credit.

Usance and letters of credit are agreements to lend 
to a customer in the future subject to certain 
conditions. An acceptance is an undertaking by a 
bank to pay a bill of exchange drawn on a customer.
Letters of credit are given as security to support the 
performance of a customer to third parties. As the 
Bank will only be required to meet these obligations 
in the event of the Customer’s default, the cash 
requirements of these instruments are expected to 
be considerably below their nominal amounts.

Contingent liabilities and commitments are initially 
recognized at fair value which is also generally 
equal to the fees received and amortized over the 
life of the commitment. The carrying amount of 
contingent liabilities are subsequently measured at 
the higher of the present value of any expected 
payment when a payment under the contingent 
liability has become probable and the unamortised 
fee.

(d) Derecognition

(i) Financial assets

The Bank derecognises a financial asset when the 
contractual rights to the cash flows from the 
financial asset expire (see also (e)), or it transfers 
the rights to receive the contractual cash flows in a 
transaction in which substantially all of the risks and 
rewards of ownership of the financial asset are 
transferred or in which the Bank neither transfers 
nor retains substantially all of the risks and rewards 
of ownership and it does not  retain control of the 
financial asset.

On derecognition of a financial asset, the difference 
between the carrying amount of the asset (or the 
carrying amount allocated to the portion of the 
asset derecognised) and the sum of (i) the 
consideration received (including any new asset 
obtained less any new liability assumed) and (ii) any 
cumulative gain or loss that had been recognised in 
OCI is recognised in profit or loss.

Any cumulative gain/loss recognised in OCI in 
respect of equity investment securities designated 
as at FVOCI is not recognised in profit or loss on 
derecognition of such securities. Any interest in 
transferred financial assets that qualify for 
derecognition that is created or retained by the 
Bank is recognised as a separate asset or liability.

The Bank sometimes enters into transactions 
whereby it transfers assets recognised on its 
statement of financial position, but retains either all 
or substantially all of the risks and rewards of the 
transferred assets or a portion of them. In such 
cases, the transferred assets are not derecognised. 
Examples of such transactions are securities 
lending and sale-and repurchase transactions.

When assets are sold to a third party with a 
concurrent total rate of return swap on the 
transferred assets, the transaction is accounted for 
as a secured financing transaction similar to 
sale-and-repurchase transactions, because the 
Bank retains all or substantially all of the risks and 
rewards of ownership of such assets.

In transactions in which the Bank neither retains nor 
transfers substantially all of the risks and rewards of 
ownership of a financial asset and it retains control 
over the asset, the Bank continues to recognise the 
asset to the extent of its continuing involvement, 
determined by the extent to which it is exposed to 
changes in the value of the transferred asset.

In certain transactions, the Bank retains the 
obligation to service the transferred financial asset 
for a fee. The transferred asset is derecognised if   it 
meets the derecognition criteria. An asset or liability 
is recognised for the servicing contract if the 
servicing fee is more than adequate (asset)   or is 
less than adequate (liability) for performing the 
servicing.
 

(ii) Financial liabilities

The Bank derecognises a financial liability when its 
contractual obligations are discharged or 
cancelled, or expire.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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(e) Modifications of financial assets and financial 
liabilities

Financial assets

If the terms of a financial asset are modified, then 
the Bank evaluates whether the cash flows of the 
modified asset are substantially different.

If the cash flows are substantially different, then the 
contractual rights to cash flows from the original 
financial asset are deemed to have expired. In this 
case, the original financial asset is derecognized 
(see (d)) and a new financial asset is recognised at 
fair value plus any eligible transaction costs. Any 
fees received as part of the modification are 
accounted for as follows: - fees that are considered 
in determining the fair value of the new asset and 
fees that represent reimbursement of eligible 
transaction costs are included in the initial 
measurement of the asset; and - other fees are 
included in profit or loss as part of the gain or loss 
on derecognition.

If cash flows are modified when the borrower is in 
financial difficulties, then the objective of the 
modification is usually to maximize recovery of the 
original contractual terms rather than to originate a 
new asset with substantially different terms. If the 
Bank plans to modify a financial asset in a way that 
would result in forgiveness of cash flows, then it 
first considers whether a portion of the asset 
should be written off before the modification takes 
place (see below for write off policy). This approach 
impacts the result of the quantitative evaluation and 
means that the derecognition criteria are not usually 
met in such cases.

If the modification of a financial asset measured at 
amortised cost or FVOCI does not result in 
derecognition of the financial asset, then the Bank 
first recalculates the gross carrying amount of the 
financial asset using the original effective interest 
rate of the asset and recognises the resulting 
adjustment as a modification gain or loss in profit or 
loss. For floating-rate financial assets, the original 
effective interest rate used to calculate   the 
modification gain or loss is adjusted to reflect 
current market terms at the time of the 

modification. Any costs or fees incurred and fees 
received as part of the modification adjust the 
gross carrying amount of the modified financial 
asset and are amortised over the remaining term of 
the modified financial asset.

Financial liabilities
The Bank derecognises a financial liability when its 
terms are modified and the cash flows of the 
modified liability are substantially different. In this 
case, a new financial liability based on the modified 
terms is recognised at fair value. The difference 
between the carrying amount of the financial 
liability derecognised and consideration paid is 
recognised in profit or loss. Consideration paid 
includes non-financial  assets  transferred, if any, 
and the assumption of liabilities, including the new 
modified financial liability.

If the modification of a financial liability is not 
accounted for as derecognition, then the amortised 
cost of the liability is recalculated by discounting 
the modified cash flows at the original effective 
interest rate and the resulting gain or loss is 
recognised in profit or loss. For floating-rate 
financial liabilities, the original effective interest rate 
used to calculate the modification gain or loss is 
adjusted to reflect current market terms at the time 
of the modification. Any costs and fees incurred are 
recognised as an adjustment to the carrying amount 
of the liability and amortised over the remaining 
term of the modified financial liability by 
re-computing the effective interest rate on the 
instrument

(f) Offsetting financial instruments

Financial assets and financial liabilities are offset 
and the net amount reported in the statement of 
financial position when, and only when, the Bank 
has a legally enforceable right to offset the 
recognised amounts and there is an intention to 
settle on a net basis or realise the asset and settle 
the liability simultaneously.

Income and expenses are presented on a net basis 
only when permitted under IFRS, or for gains and 
loss arising from a group of similar transactions such 
as in the Bank's trading activity.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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(g) Amortised cost measurement

The amortised cost of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured at initial recognition, 
minus principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between the initial 
amount recognised and the maturity amount, minus 
any reduction for impairment.
 

(h) Fair value measurement

Fair value is the price that would be received to sell 
an asset or paid to transfer a liability in an orderly 
transaction between market participants at the 
measurement date in the principal or, in its 
absence, the most advantageous market to which 
the Bank has access at that date. The fair value  of a 
liability reflects its non-performance risk.

When available, the Bank measures the fair value of 
an instrument using the quoted price in an active 
market for that instrument. A market is regarded as 
active if transactions for the asset or liability take 
place with sufficient frequency and volume to 
provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then 
the Bank uses valuation techniques that maximise 
the use of relevant observable inputs and minimise 
the use of unobservable inputs. The chosen 
valuation technique incorporates all of the factors 
that market participants would take into account in 
pricing a transaction.

The best evidence of the fair value of a financial 
instrument at initial recognition is normally the 
transaction price - i.e. the fair value of the 
consideration given or received. If the Bank 
determines that the fair value at initial recognition 
differs from the transaction price and the fair value 
is evidenced neither by a quoted price in an active 
market for an identical asset or liability nor based on 
a valuation technique that uses  only data from 
observable markets, then the financial instrument is 
initially measured at fair value, adjusted to defer the 
difference between the fair value at initial 
recognition and the transaction price. 

Subsequently, that difference is recognised in profit 
or loss on an appropriate basis over the life of the 
instrument but no later than when the valuation is 
wholly supported by observable market data or the 
transaction is closed out.

If an asset or liability measured at fair value has a bid 
price and an ask price, then the Bank measures the 
assets and long positions at a bid price and 
liabilities and short positions at an ask price.

Portfolios of financial assets and financial liabilities 
that are exposed to market risk and credit risk that 
are managed by the Bank on the basis of  a price 
that would be received to sell a net long position (or 
paid to transfer a net short position) for a particular 
risk exposure. Those portfolio- level adjustments 
are allocated to the individual assets and liabilities 
on the basis of the relative risk adjustment of each 
of the individual instruments in the portfolio.

The fair value of a demand deposit is not less than 
the amount payable on demand, discounted from 
the first date on which the amount could be 
required to be paid.

The Bank recognises transfers between levels of 
the fair value heirachy as of the end of the reporting 
period during which the change has occurred

(i) Pledge of assets as collateral

Financial assets transferred to external parties that 
do not qualify for de-recognition are reclassified in 
the statement of financial position from investment 
securities to assets pledged as collateral, if the 
transferee has received the right to sell or 
re-pledge them in the event of default from agreed 
terms.

Initial recognition of assets pledged as collateral is 
at fair value, whilst subsequent measurement is 
based on the classification of the financial asset. 
Assets pledged as collateral are either designated 
at amortised cost or fair value through other 
comprehensive income (FVOCI). Where assets 
pledged as collateral are designated as FVOCI, 
subsequent measurement is at fair value through 
other comprehensive income.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.6 Impairment

2.6.1 Recognition of ECL

The Bank recognises loss allowances for expected 
credit loss (ECL) on the following financial 
instruments that are not measured at FVTPL:

• Financial assets that are debt instruments;
• Lease receivables;
• Financial guarantee contracts issued; and
• Loan commitments issued.

No impairment loss is recognised on equity 
investments.

The Bank measures loss allowances at an amount 
equal to lifetime ECL, except for the following, for 
which they are measured as 12-month ECL:

• Debt investment securities that are determined to 
have low credit risk at the reporting date; and

• Other financial instruments on which credit risk 
has not increased significantly since their initial 
recognition

12-month ECL are the portion of ECL that result from 
default events on a financial instrument that are 
possible within the 12 months after the reporting 
date. Financial instrument for which a 12-month ECL 
is recognised are referred to as 'stage 1 financial 
instruments'.

Life-time ECL are the ECL that result from all 
possible default events over the expected life of the 
financial instrument. Financial instruments for which 
a lifetime ECL is recognised but which are not 
credit-impaired are referred to as ‘Stage 2 financial 
instruments’.

The Bank considers debt investment securities to 
have low credit risk when its credit risk rating is 
equivalent to the globally understood definition of 
‘investment grade’ or it is a sovereign debt 
instruments issued in the local currency.

2.6.2 Measurement of ECL

ECL are a probability-weighted estimate of credit 
losses. They are measured as follows:

• Financial assets that are not credit-impaired at the 
reporting date: as the present value of all cash 
shortfalls (i.e. the difference between the  cash 
flows due to the entity in accordance with the 
contract and the cash flows that the Bank expects 
to receive);

• Financial assets that are credit-impaired at the 
reporting date: as the difference between the gross 
carrying amount and the present value of estimated 
future cash flows;

• Undrawn loan commitments: as the present value 
of the difference between the contractual cash 
flows that are due to the Bank if the commitment is 
drawn down and the cash flows that the Bank 
expects to receive; and

• Financial guarantee contracts: the expected 
payments to reimburse the holder less any amount 
that the Bank expects to recover.

When discounting future cash flows, the following 
discount rates are used:
• financial assets other than purchased or originated 
credit-impaired (POCI) financial assets and lease 
receivables: the original effective interest rate or an 
approximation thereof;

• POCI assets: a credit-adjusted effective interest 
rate;

• lease receivables: the discount rate used in 
measuring the lease receivable;

• undrawn loan commitments: the effective interest 
rate, or an approximation thereof, that will be 
applied to the financial asset resulting from the loan 
commitment; and

• financial guarantee contracts issued: the rate that 
reflects the current market assessment of the time 
value of money and the risks that are specific to the 
cash flows.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

078T I T A N  T R U S T  B A N K  LT D   |   A N N U A L  R E P O R T   |   2 0 1 9



2.6.3 Credit-impaired financial assets

At each reporting date, the Bank assesses whether 
financial assets carried at amortised cost are 
credit-impaired. A financial asset is ‘credit- impaired’ 
when one or more events that have a detrimental 
impact on the estimated future cash flows of the 
financial asset have occurred.

Evidence that a financial asset is credit-impaired 
includes the following observable data:

• Significant financial difficulty of the borrower or 
issuer;

• A breach of contract such as a default or past due 
event;

• The restructuring of a loan or advance by the Bank 
on terms that the Bank would not consider 
otherwise;

• It is becoming probable that the borrower will 
enter bankruptcy or other financial reorganisation; 
or

• The disappearance of an active market for a 
security because of financial difficulties.

A loan that has been renegotiated due to a 
deterioration in the borrower’s condition is usually 
considered to be credit impaired unless there is 
evidence that the risk of not receiving contractual 
cash flows has reduced significantly and there are 
no other indicators of impairment. In addition, a 
retail loan that is overdue for 90 days or more is 
considered impaired.

In making an assessment of whether an investment 
in sovereign debt is credit-impaired, the Bank 
considers the following factors.

• The market’s assessment of creditworthiness as 
reflected in the bond yields.

• The rating agencies’ assessments of 
creditworthiness.

• The country’s ability to access the capital markets 
for new debt issuance.

• The probability of debt being restructured, 
resulting in holders suffering losses through 
voluntary or mandatory debt forgiveness.

• The international support mechanisms in place to 
provide the necessary support as ‘lender of last 
resort’ to that country, as well as the intention, 
reflected in public statements, of governments and 
agencies to use those mechanisms. This includes 
an assessment of the depth of those mechanisms 
and, irrespective of the political intent, whether 
there is the capacity to fulfil the required criteria.

2.6.4 Presentation of allowance for ECL in the 
statement of financial position

Loss allowances for ECL are presented in the 
statement of financial position as follows:

• Financial assets measured at amortised cost: as a 
deduction from the gross carrying amount of the 
assets;

• Loan commitments and financial guarantee 
contracts: generally, as a provision;

• Where a financial instrument includes both a drawn 
and an undrawn component, and the Bank cannot 
identify the ECL on the loan commitment 
component separately from those on the drawn 
component: the Bank presents a combined loss 
allowance for both components.  The combined 
amount is presented as a deduction from the gross 
carrying amount of the drawn component. Any 
excess of the loss allowance over the gross amount 
of the drawn component is presented as a 
provision. Debt instruments measured at FVOCI, no 
loss allowance is recognised in the statement of 
financial position because the carrying amount of 
the asset is their fair value. However, the loss 
allowance is disclosed and recognised in the fair 
value reserve.

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.7 Write-off

The Bank shall write-off an impaired financial asset 
(and the related impairment allowance), either 
partially or in full, where there is no reasonable 
expectation of recovery.  After a full evaluation of a 
non-performing exposure, if at least one of the 
following conditions apply:

• continued contact with the obligor is impossible;

• recovery cost is expected to be higher than the 
outstanding debt;

• The bank’s recovery method is foreclosing 
collateral and the value of the collateral is such that 
there is reasonable expectation of recovering the 
balance in full.

All credit facility write-offs shall require the approval 
of the Board of Directors. A write-off constitutes a 
derecognition event. However, financial assets that 
are written off could still be subject to enforcement 
activities. Whenever amounts are recovered on 
previously written off credit exposures, such 
amount recovered shall be recognized as income 
on a cash basis only.

2.8 Reclassification of financial instruments

Financial assets are required to be reclassified in 
certain rare circumstances among the amortised 
cost, FVOCI and FVTPL categories. When  the Bank 
changes its business model for managing financial 
assets, the Bank reclassifies all affected financial 
assets in accordance with the new model. The 
reclassification is applied prospectively from the 
reclassification date. Accordingly, any previously 
recognised gains, losses or interest are not to be 
reinstated. Changes in the business model for 
managing financial assets are expected to be very 
infrequent.

2.9 Restructuring of financial instruments

Financial instruments are restructured when the 
contractual terms are renegotiated or modified or 
when an existing financial instrument is replaced 

with a new one due to financial diffculties of the 
borrower. Restructured loans represent loans 
whose repayment periods have been extended due 
to changes in the business dynamics of the 
borrowers. For such loans, the borrowers are 
expected to pay the principal amounts in full within 
extended repayment period and all interest, 
including interest for the original and extended 
terms.
 

If the terms of a financial asset is restructured due 
to financial difficulties of the borrower, then an 
assessment is made of whether the financial asset 
should be derecognized:

• If the expected restructuring will not result in 
derecognition of the existing asset, then the 
expected cash flows arising from the modified 
financial asset is included in calculating the cash 
shortfalls from the existing asset.

• If the expected restructuring will result in 
derecognition of the existing asset, then the 
expected fair value of the new asset is treated as 
the final cash flow from the existing financial asset 
at the time of derecognition. This amount is 
included in calculating the cash shortfalls from the 
existing financial asset that is discounted from the 
expected date of derecognition to the reporting 
date using the original effective interest rate of the 
existing financial asset.

2.10 Collateral

The Bank obtains collateral where appropriate, from 
customers to manage their credit risk exposure to 
the customers. The collateral normally takes the 
form of a lien over the customer’s assets and gives 
the Bank a claim on these assets for customers in 
the event that the customer defaults.

Collateral received in the form of securities is not 
recorded on the statement of financial position. 
Collateral received in the form of cash is recorded 
on the statement of financial position with a 
corresponding liability see note 3.2(b)(i).

2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

follows:

Land
  
Leaseholds
improvements

Buildings
 
Motor vehicles
 
Office equipment
 
Computer
  
Furniture
and fittings  

Not depreciated

Over the shorter of the 
useful life of the item and 
the lease term.

50  years

5 years

5 years

4 years

5 years

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

088T I T A N  T R U S T  B A N K  LT D   |   A N N U A L  R E P O R T   |   2 0 1 9



2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

Grade

1
2
3
4
5
6
7
8
9
10

Rating

AAA
AA
A
BBB
BB
B
CCC
CC
C
D

Grade

Investment grade
Investment grade
Investment grade
Investment grade
Standard grade
Standard grade
Non-Investment grade
Non-Investment grade
Default grade
Default grade

Description

Highest quality, with minimal credit risk
High quality subject to very low credit risk
Considered upper-medium and may possess certain speculative characteristics
Considered medium-grade and may possess certain speculative characteristics
Considered to have speculative elements and are subject to substantial credit risk
Considered speculative and are subject to high credit risk
Considered to be of poor standing and are subject to very high credit risk
In or near default, with possibility of recovery
In default with little chance of recovery
In default with no chance of recovery

Titan Trust Bank's Credit Rating Methodology

090T I T A N  T R U S T  B A N K  LT D   |   A N N U A L  R E P O R T   |   2 0 1 9



2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

For credit risk associated with debt securities, 
ratings assessments by external agencies such as 
Standard & Poor’s, Moody’s, Agusto & Co and Fitch 
are taken into consideration. In addition to this, 
limits have been put in place to monitor credit risk 
exposures per issue, issuer and sector.

(b) Risk limit control and mitigation policies

The Bank manages limits and controls 
concentrations of credit risk wherever they are 
identified - in particular, to individual counterparties 
and groups, and to industries and countries.

The Bank operates a centralized credit approval 
process where all credits irrespective of amount 
shall be considered by the MCC.

Sequel to the recommendation of the BCC, the 
Board of Directors delegated the credit approval 
authority to the MCC up to a given limit. All credits 
above this limit is approved by the Board.

Some other specific control and mitigation 
measures are outlined below.
 

(i) Collateral

The Bank employs a range of policies and practices 
to mitigate credit risk. The most traditional of these 
is the taking of security for funds advances, which 
is common practice. The Bank implements 
guidelines on the acceptability of specific classes 
of collateral or credit risk mitigation. The principal 
collateral types for loans and advances are:

• Mortgages over residential properties;

• Charges over business assets such as premises, 
inventory and accounts receivable;

• Charges over financial instruments such as debt 
securities and equities.

Collateral held as security for financial assets other 
than loans and advances is determined by the 
nature of the instrument. Debt securities, treasury 
and other eligible bills are generally unsecured, with 

the exception of asset-backed securities and similar 
instruments, which are secured by portfolios of 
financial instruments.

The guiding principles behind collateral 
acceptability are adequacy and realizability. The 
Management Credit Committee (MCC) approves 
the guidelines for acceptability of  
collateral/security. The Committee also provides a 
clear articulation of:

• Acceptable collateral in respect of each credit 
product including description, location restrictions 
in respect of landed property, guidelines in respect  
of minimum realizable value of such collateral;

• Required documentation/perfection of collateral;

• Conditions for waivers of collateral requirement 
and guidelines for approval of collateral waiver;

• Acceptability of cash and other forms of collateral 
denominated in foreign currency;

All items pledged as security for credit facilities are 
usually registered in the name of the Bank. 
Additional criteria including insurance cover   as 
may be defined in the Bank’s risk management 
policy. Collateral as security in respect of approved 
credit exposures include mortgage on landed 
property, quoted stocks/shares of actively traded 
blue chip companies only, charge on assets (fixed 
and/or floating), guarantees issued by other banks 
acceptable to Titan Trust Bank, lien on asset being 
financed and others.

Collateral must be appreciating or at least stable. 
Estimates of the value of the collateral item(s) 
should be adequate to ensure full recovery of the 
Bank’s principal credit exposure.

The fair values of collaterals are based upon the 
latest valuation undertaken by independent valuers 
on behalf of the Bank. The valuation techniques 
adopted for properties are based upon fair values of 
similar properties in the neighborhood taking into 
cognizance the advantages and disadvantages of 
the comparatives over the subject property and any 
other factor which can have effect on the valuation 
e.g. subsequent movements in property prices, 
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

after making allowance for dilapidations. The fair 
values of non- property collaterals (such as 
equities, bond, treasury bills, etc.) are determined 
with reference to market quoted prices or market 
values of similar instrument and other acceptable  
valuation methodologies.

The same fair value approach is used in determining 
the collaterals value in the course of sale or 
realization. The Bank does not take physical 
possession of properties or other assets held as 
collateral and uses external agents to realize the 
value as soon as practicable, generally at auction, 
to settle indebtedness. Any surplus funds are 
returned to the borrower.

(c) Credit-related commitments

The primary purpose of these instruments is to 
ensure that funds are available to a customer as 
required. Guarantees and standby letters of credit 

carry the same credit risk as loans. Documentary 
and commercial letters of credit - which are written 
undertakings by the Bank on behalf of a customer 
authorising a third party to draw drafts on the Bank 
up to a stipulated amount under specific terms and 
conditions - are collateralised by the underlying 
shipments of goods to which they relate and 
therefore carry less risk than a direct loan.

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

The Bank's maximum exposure to credit risk as at  
31 December 2019 , is represented by the net 
carrying amounts of the financial assets set  out in 
Note 5 below, with the exception of financial 
guarantees issued by the Bank for which the 
maximum exposure to credit risk is represented by 
the maximum amount the Bank would have to pay if 
the guarantees are called (refer to Note 33 
Contingent Liabilities and Commitments).

In thousands of Naira

12 months ECL
Lifetime ECL not credit impaired
Lifetime ECL credit impaired

Gross loans and advances

Less allowance for impairment
12 - months ECL
Lifetime ECL not credit impaired
Lifetime ECL credit impaired

Total allowance for impairment

Net loans and advances

Term loans

4,791
-
-

4,791

-
-
-

-

4,791

Overdrafts

2,995,405
-
-

2,995,405

-
-
-

-

2,995,405

Staff loans

37,074
-
-

37,074

(218)
-
-

(218)

36,856

Total

3,037,270
-
-

3,037,270

(218)
-
-

(218)

3,037,052

Loans and Advances to customers
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

Credit rating - 12 month ECL: All financial assets excluding loans and advances
The following table shows the maximum exposure to credit risk for financial assets
excluding loans and advances.

Financial assets exposure:  grade versus staging

31 December 2019
In thousands of Naira

12 months ECL
Lifetime ECL not credit impaired
Lifetime ECL credit impaired

Gross amount

ECL - impairment

Carrying amount

Cash and balances 
with central banks 

excluding mandatory 
deposits with CBN

70,232
-
-

70,232

-

70,232

Financial 
assets at 

FVTPL

241,806
-
-

241,806

-

241,806

Assets 
pledged as 

collateral

1,960,333
-
-

1,960,333

(855)

1,959,478

Loans to 
banks

-
-
-

-

-

-

Investment 
securities

26,060,637
- 

-
 
26,060,637

 
(1,257)

 
26,059,380

Other 
financial 

assets

43,478
-
-

43,478

-

43,478

31 December 2019
In thousands of Naira

Cash and balances with central 
banks excluding mandatory 
deposit with CBN

Financial assets at FVTPL

Assets pledged as collateral

Loans and advances to customers

Loans to banks

Investment securities

Other financial assets

Staging

Stage 1

Stage 1

Stage 1

Stage 1

Stage 1

Stage 1

Stage 1

Investment 
Grade

(AAA-BBB)

-

-

-

-

-

-

-

Non-
Investment

Grade (CCC,CC)

-

-

-

-

-

-

-

Default 
Grade (C,D)

-

-

-

-

-

-

-

Standard 
Grade (BB-B)

70,232

241,806

1,960,333

3,037,052

5,043,725

26,059,380

43,478

Total

70,232

241,806

1,960,333

3,037,052

5,043,725

26,059,380

43,478
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;
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(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

In thousands of Naira

Stage 1
Stage 2
Stage 3

Total

In thousands of Naira

Stage 1
Real estate property
Bank guarantees
Cash
Debenture
Government Debt Instruments
Pledges Goods and Receivables
Others

Total

Loans and advances
to customers

31 December 2019

65,000
-
-

65,000

Loans and advances
to customers

31 December 2019

65,000
-
-
-
-

-

65,000

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

3.2.3 Collateral held and other credit 
enhancements, and their financial assets

The Bank holds collateral and other credit 
enhancements against certain of its credit 
exposures. The table below sets out the principal 
types of collateral held against loans and advances 
to customers.

Assets obtained by taking possession of collateral
The Bank's policy is to pursue timely realisation of 
the collateral in an orderly manner and dispose 
these assets as soon as possible in line with the 
legal framework surrounding the possession of 
collaterals. The Bank does not generally use the 
non- cash collateral for its operations.

3.2.4 Amount arising from ECL

For inputs, assumptions arising and techniques 
used for estimating impairment see accounting 
policy in note 2.6

Corporate exposures

– Information obtained during periodic review
of customer files – e.g. audited financial 
statements, management accounts, budgets 
and projections. Examples of areas of 
particular focus are: gross profit margins, 
financial leverage ratios, debt service 
coverage, compliance with covenants, quality 
of management, senior management changes

– Data from credit reference agencies, press
articles, changes in external credit ratings

– Quoted bond and credit default swap (CDS)
prices for the borrower where available

– Actual and expected significant changes in
the political, regulatory and technological
environment of the borrower or in its business
activities

Retail exposures

– Internally collected data on 
customer behaviour – e.g. utilisation 
of credit card facilities

– Affordability metrics

– External data from credit reference 
agencies, including industry-standard 
credit scores

All exposures

– Payment record – this includes 
overdue status as well as a range 
of variables about payment ratios

– Utilisation of the granted limit

– Requests for and granting of 
forbearance

– Existing and forecast changes in 
business, financial and economic 
conditions

The Bank allocates each exposure to a credit risk 
grade based on a variety of data that is determined 
to be predictive of the risk of default and applying 
experienced credit judgement. Credit risk grades 
are defined using qualitative and quantitative 

factors that are indicative of risk of default. These 
factors vary depending on the nature of the 
exposure and the type of borrower.

Credit risk grades are defined and calibrated such 
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

that the risk of default occurring increases 
exponentially as the credit risk deteriorates so, for 
example, the difference in risk of default between 
credit risk grades 1 and 2 is smaller than the 
difference between credit risk grades 2 and 3.

Each exposure is allocated to a credit risk grade at 
initial recognition based on available information 
about the borrower. Exposures are subject to 
ongoing monitoring, which may result in an 
exposure being moved to a different credit risk 
grade.

3.2.5 Generating the term structure of PD

Credit risk grades are a primary input into the 
determination of the term structure of PD for 
exposures. The Bank does not have sufficient 
default experiences to model the probability of 
default therefore the Bank has employed sovereign 
and corporate S & P’s probability of default rates as 
it deems it to be a reliable and suitable data for the 
Bank’s current portfolio.

In determining the ECL for other assets, the Bank 
applies the simplified model to estimate ECLs, 
adopting a provision matrix to determine the lifetime 
ECLs. The provision matrix estimates ECLs on the 
basis of historical default rates, adjusted for current 
and future economic conditions (expected 
changes in default rates) without undue cost and 
effort.

3.2.6 Significant increase in credit risk

The criteria for determining whether credit risk has 
increased significantly vary by portfolio and include 
quantitative changes in PDs and qualitative factors, 
including a backstop based on delinquency.

The credit risk of a particular exposure is deemed to 
have increased significantly since initial recognition 
if, based on the Bank’s quantitative modelling, the 
remaining lifetime PD is determined to have 
increased by more than a predetermined 
percentage/range.

Using its expert credit judgement and, where 

possible, relevant historical experience, the Bank 
may determine that an exposure has undergone a 
significant increase in credit risk based on particular 
qualitative indicators that it considers are indicative 
of such and whose effect may not otherwise be 
fully reflected in its quantitative analysis on a timely 
basis.

As a backstop, the Bank considers that a significant 
increase in credit risk occurs no later than when an 
asset is more than 30 days past due. Days past due 
are determined by counting the number of days 
since the earliest elapsed due date in respect of 
which full payment has not been received. Due 
dates are determined based on the terms of the 
contract.

If there is evidence that there is no longer a 
significant increase in credit risk relative to initial 
recognition, then the loss allowance on an 
instrument returns to being measured as 12-month 
ECL. Some qualitative indicators of an increase in 
credit risk, such as delinquency or forbearance, 
may be indicative of an increased risk of default that 
persists after the indicator itself has ceased to exist. 
In these cases, the Bank determines a probation 
period during which the financial asset is required 
to demonstrate good behaviour to provide 
evidence that its credit  risk has declined 
sufficiently. When contractual terms of a loan have 
been modified, evidence that the criteria for 
recognising lifetime ECL are no longer met includes 
a history of up-to-date payment performance 
against the modified contractual terms.

The Bank monitors the effectiveness of the criteria 
used to identify significant increases in credit risk 
by regular reviews to confirm that:

• the criteria are capable of identifying significant 
increases in credit risk before an exposure is in 
default;

• the criteria do not align with the point in time when 
an asset becomes 30 days past due; and

• there is no unwarranted volatility in loss allowance 
from transfers between 12-month PD (stage 1) and 
lifetime PD (stage 2).

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The contractual terms of a loan may be modified for 
a number of reasons, including changing market 
conditions, customer retention and other factors 
not related to a current or potential credit 
deterioration of the customer. An existing loan 
whose terms have been modified may be 
derecognised and the renegotiated loan 
recognised as a new loan at fair value in 
accordance with the accounting policy.

When the terms of a financial asset are modified and 
the modification does not result in derecognition, 
the determination of whether the asset’s credit risk 
has increased significantly reflects comparison of:

• its remaining lifetime PD at the reporting date 
based on the modified terms; with

• the remaining lifetime PD estimated based on data 
at initial recognition and the original contractual 
terms.

3.2.7 Definition of default

The Bank considers a financial asset to be in default 
when:

• the borrower is unlikely to pay its credit obligations 
to the Bank in full, without recourse by the Bank to 
actions such as realising security  (if any is held); or

• the borrower is past due more than 90 days on any 
material credit obligation to the Bank. Overdrafts are 
considered as being past due once the customer 
has breached an advised limit or been advised of a 
limit smaller than the current amount outstanding.

In assessing whether a borrower is in default, the 
Bank considers indicators that are:

• qualitative - e.g. breaches of covenant;

• quantitative - e.g. overdue status and non- 
payment on another obligation of the same issuer 
to the Bank; and

• based on data developed internally and obtained 
from external sources.

Inputs into the assessment of whether a financial 
instrument is in default and their significance may 
vary over time to reflect changes in circumstances.
The definition of default largely aligns with that 
applied by the Bank for regulatory capital purposes, 
except where there is regulatory waiver  on 
specifically identified loans and advances.
 

3.2.8 Incorporating forward-looking information

The Bank incorporates forward-looking information 
into both its assessment of whether the credit risk 
of an instrument has increased significantly since 
its initial recognition and its measurement of ECL. 
Based on advice from the Bank Risk Management 
Committee and economic experts and 
consideration of a variety of external actual and 
forecast information, the Bank formulates a ‘base 
case’ view of the future direction of relevant 
economic variables as well as a representative 
range of other possible forecast scenarios. This 
process involves developing two or more additional 
economic scenarios and considering the relative 
probabilities of each outcome. External information 
includes economic data and forecasts published by 
governmental bodies and local monetary 
authorities, supranational organisations such as  the 
OECD and the International Monetary Fund, and 
selected private-sector and academic forecasters.
The base case represents a most-likely outcome 
and is aligned with information used by the Bank for 
other purposes such as strategic planning and 
budgeting. The other scenarios represent more 
optimistic and more pessimistic outcomes. 
Periodically, the Bank carries out stress testing  of 
more extreme shocks to calibrate its determination 
of these other representative scenarios.

The Bank has identified and documented key 
drivers of credit risk and credit losses for each 
portfolio of financial instruments and, using an 
analysis of historical data, has estimated 
relationships between macro-economic variables 
and credit risk and credit losses. The key drivers for 
credit risk are: oil prices, USD exchange rate - 
Inter-bank rate and GDP growth.

These parameters are generally derived from 
internally developed statistical models and other 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

historical data. They are adjusted to reflect 
forward-looking information as described above
IFRS 9 requires the calculation of 
probability-weighted ECL impairments. Three ECL 
figures are calculated for each account (optimistic, 
best- estimate and downturn ECLs) and 
probability-weighted to arrive at a single ECL 
impairment for each account. The likelihood of the 
best- estimate, downturn and optimistic scenarios 
are determined by Titan Trust Bank’s management.
The likelihood of the base case, upturn and 
downturn scenarios are calculated using the 
confidence interval estimation technique.

Possible outcomes for the different scenarios 
(base case, upturn and downturn) are influenced by 
the macro-economic variable considered by 
management – Real GDP growth rate. The Z-score is 
used to calculate the probability of having the base, 
upturn and downturn scenarios by comparing 
Nigeria’s GDP and inflation historical experience 
from 1961 – 2016. The three scenarios used in the 
calculation of ECL are;

1. The Base case scenario – which captures TTB’s 
view of the most likely economic future

2. The upturn scenario – which presents possible 
favourable future economic developments

3. The downturn scenario – which presents 
possible adverse future economic developments.
 

3.2.9 Measurement of ECL

The key inputs into the measurement of ECL are the 
term structure of the following variables:

• probability of default (PD);
• loss given default (LGD)
• exposure at default (EAD)

Stage 1

Account-level ECL figures are calculated projecting 
monthly expected losses for the next 12 months of 
each account. The forward-looking, 
macro-adjusted monthly PDs are applied to the 

applicable LGD estimate and EAD or the collateral 
adjusted EAD (if secured) at the start of each 
month.

Stage 2

Account-level ECL figures are calculated projecting 
monthly expected losses for the remaining lifetime 
of each account. The forward-looking, 
macro-adjusted monthly PDs are applied to the 
applicable LGD estimate and the EAD or collateral 
adjusted EAD (if secured) at the start of each month

Stage 3

Account-level ECL figures are calculated by 
applying the applicable LGD estimate to the balance 
as at the reporting date. A PD of 1 is assumed.

These parameters are generally derived from 
internally developed statistical models and other 
historical data and they are adjusted to reflect 
forward-looking information as described above.

Probability of Default (PD)

The Bank does not have sufficient default 
experiences to model the probability of default 
therefore the Bank has employed sovereign and 
corporate S & P’s probability of default rates as it 
deems it to be a reliable and suitable data for the 
Bank’s current portfolio.

The 12-month PD estimates were used to form the 
basis of the lifetime PD curves, which are required 
to calculate lifetime expected credit losses for 
Stage 2 accounts. In addition, macro-economic 
adjustment is applied to account for differences in 
the current economic conditions and those 
underlying the PDs.

Exposure at Default (EAD)

Exposure at default (EAD) is the expected exposure 
in the event of a default. In order to calculate IFRS 9 
ECLs, assumptions are made about how exposures 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

will run-off over their lifetime. For the financial 
assets, the assumed contractual payments, based 
on the original balance, interest/coupon rate and 
term, are calculated and applied to derive the 
expected lifetime exposure at default for any given 
month. For loans and staff loans, the corresponding 
expected monthly lifetime collateral value is 
deducted to obtain an unsecured EAD structure, 
which is used in  the final ECL calculations. All Titan 
Trust Bank’s investment securities are unsecured, 
so no lifetime collateral is deducted.

For off-balance sheet exposures, the bank applies 
the loan equivalent factor in estimating EAD for 
off-balance sheet exposures.
 

Loss Given Default

Loss given default is the magnitude of likely loss if 
there is a default. For the loans and staff loans, the 
LGD is applied on the unsecured  portion of the 
exposure for a given facility. For secured loans, a 
forecasted lifetime collateral schedule matching the 
EAD schedule of the loan was created. The 
point-in-time value of the collateral was used to 
reduce the exposure amount to the unsecured 
amount.

The unsecured LGD becomes a function of the 
unsecured recovery rate, such that Unsecured LGD 
= 1 – Recovery Rate. Titan Trust Bank relied on 
Moodys’ recovery data for the unsecured LGD for 
the loans, while the bank derived recovery rates for 
the staff loans by averaging  the subsequent 
recoveries of exited staff.

The complement of this rate was used as the 
unsecured LGD, which is assumed to be constant 
over the lifetime of the loans.

As described above, and subject to using a 
maximum of a 12-month PD for financial assets for 
which credit risk has not significantly  increased, 
the Bank measures ECL considering the risk of 
default over the maximum contractual period 
(including any borrower’s extension options) over 
which it is exposed to credit risk, even if, for risk 
management purposes, the Bank considers a 
longer period. The maximum contractual period 

extends to the date at which the Bank has the right 
to require repayment of an advance or terminate a 
loan commitment or guarantee.

However, for overdrafts and revolving facilities that 
include both a loan and an undrawn commitment 
component, the Bank measures ECL  over a period 
longer than the maximum contractual period if the 
Bank’s contractual ability to demand repayment and 
cancel the undrawn commitment does not limit the 
Bank’s exposure to credit losses to the contractual 
notice period.These facilities do not have a fixed 
term or repayment structure and are managed on a 
collective basis. The Bank can cancel them with 
immediate effect but this contractual right is not 
enforced in the normal day-to-day management, 
but only when the Bank becomes aware of an 
increase in credit risk at the facility level. This longer 
period is estimated taking into account the credit 
risk management actions that the Bank expects to 
take and that serve to mitigate ECL. These include a 
reduction in limits, cancellation of the facility and/or 
turning the outstanding balance into a loan with 
fixed repayment terms.

Where modelling of a parameter is carried out on a 
collective basis, the financial instruments are 
grouped on the basis of shared risk characteristics 
that include:

• instrument type
• credit risk gradings
• collateral type
• Past due information
• date of initial recognition
• remaining term to maturity
• industry
• geographic location of the borrower

The groupings are subject to regular review to 
ensure that exposures within a particular group 
remain appropriately homogeneous.

3.2.10 Loss allowance

Measurement basis under IFRS 9
The following tables show reconciliations from the 
opening to the closing balance of the loss 
allowance by class of financial instrument.

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.
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2.11 Revenue recognition

(i) Interest income and expense Effective interest 
rate

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 estimated future cash payments or 
receipts through the expected life of the financial 
instrument to:

– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

When calculating the effective interest rate for 
financial instruments other than purchased or 
originated credit-impaired assets, the Bank 
estimates future cash flows considering all 
contractual terms of the financial instrument, but 
not ECL. For purchased or originated credit impaired 
financial assets, a credit adjusted effective interest 
rate is calculated using estimated future cash flows 
including ECL.

The calculation of the effective interest rate 
includes transaction costs and fees and points paid 
or received that are an integral part of the effective 
interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition 
or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The ‘amortised cost’ of a financial asset or financial 
liability is the amount at which the financial asset or 
financial liability is measured on initial recognition 
minus the principal repayments, plus or minus the 
cumulative amortisation using the effective interest 
method of any difference between that initial 
amount and the maturity amount and, for financial 
assets, adjusted for any expected credit loss 
allowance.

The ‘gross carrying amount of a financial asset’ is 
the amortised cost of a financial asset before 
adjusting for any expected credit loss  allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or 
financial liability is calculated on initial recognition 
of a financial asset or a financial liability. In 
calculating interest income and expense, the 
effective interest rate is applied to the gross 
carrying amount of the asset (when the asset is not 
credit impaired) or to the amortised cost of the 
liability. The effective interest rate is revised as a 
result of periodic re-estimation of cash flows  of 
floating rate instruments to reflect movements in 
market rate of interest.

However, for financial assets that have become 
credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the 
effective interest rate to the amortised cost of the 
financial asset. If the asset is no longer credit 
impaired, then the calculation of interest income 
reverts to the gross basis.

For financial assets that were credit-impaired on 
initial recognition, interest income is calculated by 
applying the credit adjusted effective interest rate 
to the amortised cost of the asset. The calculation 
of interest income does not revert to a gross basis, 
even if the credit risk of the asset improves.

For information on when financial assets are 
credit-impaired, see Note 2.6.3.
 

Presentation
Interest income calculated using the effective 
interest method presented in the statement of profit 
or loss and OCI includes interest on financial assets 
measured at fair value through other 
comprehensive income, fair value through profit or 
loss and at amortized cost.

Interest expense presented in the statement of 
profit or loss and OCI includes only interest on 
financial liabilities measured at amortised cost.

(ii) Fees and commission income and expense

Fee and commission income and expense that are 
integral to the effective interest rate on a financial 
asset or financial liability are included in the 
effective interest rate.

Other fee and commission income – including 
account servicing fees, fees on electronic 
products, sales commission, placement fees and 
syndication fees – is recognised as the related 
services are performed. If a loan commitment is not 
expected to result in the draw-down of a  loan, then 
the related loan commitment fee is recognised on a 
straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to 
transaction and service fees, which are expensed 
as the services are received.

(iii) Income from performance bonds, financial 
guarantees and letters of credit

Income from performance bonds or financial 
guarantees and letters of credit are initially 
measured at fair value and subsequently recognised 
on a straight line basis over the life of the bond or 
guarantee.

(iv) Net trading income

Net trading income comprises gains less losses 
related to trading assets and liabilities, and includes 
all realised and unrealised fair value changes, 
interest, dividends and foreign exchange 
differences.

2.12 Impairment of non-financial assets

At each reporting date, the carrying amount of 
non-financial assets are reviewed to determine 
whether there is any indication of impairment. If any 
such indication exists, then the asset's recoverable 
amount is estimated. Additionally, assets that have 
an indefinite useful life and are not subject to 
amortisation are tested annually for impairment.

An impairment loss is recognised for the amount by 
which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable  amount is the 
greater of the asset’s fair value less costs to sell and 
value in use. Value-in-use is based on the estimated 
future cash flows, discounted to their present value 

using a pre-tax discount rate that reflects current 
market assessments of the time value of money and 
the risks specific to the asset.

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

2.13 Cash and cash equivalents

‘Cash and cash equivalents’ include notes and 
coins on hand, unrestricted balances held with 
central banks and highly liquid financial assets with 
original maturities of three months or less from the 
date of acquisition that are subject to an 
insignificant risk of changes in their fair  value, and 
are used by the Bank  in the management of its 
short-term commitments.

Cash and cash equivalents are carried at amortised 
cost in the statement of financial position.
 

2.13.1 Statement of cash flows

The statement of cash flows shows the changes in 
cash and cash equivalents arising during the period 
from operating activities, investing activities and 
financing activities.

The cash flows from operating activities are 
determined using the indirect method. Profit for the 
period is therefore adjusted by income/expense 
and non-cash items, such as measurement gains or 
losses, changes in impairment allowances, as well 
as changes from operating assets. In addition, all 
income and expenses from cash transactions that 
are attributable to investing or financing activities 
are eliminated.

The Bank’s assignment of the cash flows to 

operating, investing and financing category 
depends on the Bank's business model 
(management approach). Interest and dividends 
received on investment securities, loans and 
advances to customers are classified as investing 
activities; interest paid on customer deposits are 
classified as operating cash flows, while dividends 
paid to shareholders are included in financing 
activities.

2.14 Property and equipment

(i) Recognition and measurement

The cost of an item of property and equipment is 
initially recognized by the Bank if and only if it is 
probable that future economic benefits associated 
with the item will flow to the Bank; and the cost of 
the item can be measured reliably. All property and 
equipment used by the Bank is stated at historical 
cost less accumulated depreciation and any 
accumulated impairment losses. Historical cost 
includes expenditure that is directly attributable to 
the acquisition of the items. If significant parts of a 
property and equipment have different useful lives, 
then they are accounted for as separate items 
(major components) of property and equipment.

(ii) Subsequent costs

Subsequent expenditures are included in the asset’s 
carrying amount or are recognised as a separate 
asset, as appropriate, only when it is probable that 
future economic benefits associated with the item 
will flow to the Bank and the cost of the item can be 
measured reliably. The carrying amount of the 
replaced part is derecognised. All other repair and 
maintenance costs are charged to 'other operating 
expenses' during the financial period in which they 
are incurred.

(iii) Depreciation

Land is not depreciated. Depreciation of items of 
property and equipment is calculated using the 
straight-line method to allocate their cost to their 
residual values over their estimated useful lives, as 

are reclassified as additions in the appropriate 
category of property and equipment.
 

2.15 Intangible assets

The cost of an intangible asset is initially recognized 
by the Bank if and only if it is probable that future 
economic benefits associated with the item will flow 
to the Bank; and the cost of the item can be 
measured reliably. Subsequent measurement is as 
detailed below:

Software
Software acquired by the Bank is measured at cost 
less accumulated amortisation and any accumulated 
impairment losses.

Costs associated with maintaining computer 
software programmes are recognised as an expense 
when incurred. Development costs that are directly 
attributable to the design and testing of identifiable 
and unique software products controlled by the 
Bank, are recognised as intangible assets when the 
following criteria are met:

• it is technically feasible to complete the software 
product so that it will be available for use;

• management intends to complete the software 
product and use or sell it;

• there is an ability to use or sell the software 
product;
• it can be demonstrated how the software product 
will generate probable future economic benefits;

• adequate technical, financial and other resources 
to complete the development and to use or sell the 
software product are available; and

• the expenditure attributable to the software 
product during its development can be reliably 
measured.

Subsequent expenditure on computer software is 
capitalised only when it increases the future 
economic benefits embodied in the specific asset 
to which it relates and the cost can be measured 
reliably. All other expenditure is expensed when 

incurred.

Software is amortised on a straight line in profit or 
loss over its estimated useful life, from the date on 
which it is available for use. The estimated useful 
life of software is between  three to five years.

Software under development which are not 
available for use are tested for impairment annually.
Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and 
adjusted if appropriate

An intangible asset shall be derecognized by the 
Bank on disposal; or when no future economic 
benefits are expected from its use or disposal. Any 
gain or loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

2.16 Income taxation

Income tax expense comprises current tax 
(company income tax, tertiary education tax and 
National Information Technology Development 
Agency levy) and deferred tax. It is recognised in 
profit or loss except to the extent that it relates to a 
business combination, or items  recognised directly 
in equity or in other comprehensive income.

The Bank had determined that interest and 
penalties relating to income taxes, including 
uncertain tax treatments, do not meet the definition 
of income taxes, and therefore are accounted for 
under IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets.

(a) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year, and any adjustment to tax payable or 
receivable in respect of previous years.

The amount of current tax payable or receivable is 
the best estimate of the tax amount expected to be 

paid or received that reflects uncertainty related to 
income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting 
date and is assessed as follows:

Company income tax is computed on taxable profits 
Tertiary education tax is computed on assessable 
profits

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

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

Total amount of tax payable under CITA is 
determined based on the higher of two components 
namely Company Income Tax (based on  taxable 
income (or loss) for the year). Taxes based on profit 
for the period are treated as income tax in line with 
IAS 12.

(b) Minimum tax

Minimum tax which is based on a gross amount is 
outside the scope of IAS 12 and therefore, are not 
presented as part of income tax expense  in the 
profit or loss.

Minimum tax is determined based on the sum of:

- the highest of; 0.25% of revenue of N500,000, 
0.5% of gross profit, 0.25% of paid up share capital 
and 0.5% of net assets; and

- 0.125% of revenue in excess of N500,000.

Where the minimum tax charge is higher than the 
Company Income Tax (CIT), a hybrid tax situation 
exists. In this situation, the CIT is recognised in the 
income tax expense line in the profit or loss and the 
excess amount is presented above the income tax 
line as minimum tax.

The Bank offsets the tax assets arising from 
withholding tax (WHT) credits and current tax 
liabilities if, and only if, the Bank has a legally 

enforceable right to set off the recognised 
amounts, and intends either to settle on a net basis, 
or to realise the asset and settle the liability 
simultaneously. The tax asset is reviewed at each 
reporting date and written down to the extent that it 
is no longer probable that future economic benefit 
would be realised.

(c) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes.

Deferred tax is not recognised for:
– temporary differences on the initial recognition of 
assets or liabilities in a transaction that is not a 
business combination and that affects neither 
accounting nor taxable profit or loss;

– taxable temporary differences arising on the initial 
recognition of goodwill.

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible 
temporary differences to the extent that it is  
probable that future taxable profits will be available 
against which they can be used. Future taxable 
profits are determined based on the   reversal of 
relevant taxable temporary differences.

If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of 
existing temporary differences, are considered, 
based on the business plans of the Company. 
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; such reductions are reversed when the 
probability of future taxable profits improves.
Unrecognised deferred tax assets are reassessed 
at each reporting date and recognised to the extent 
that it has become probable that future taxable 
profits will be available against which they can be 
used.

Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences 
when they reverse, using tax rates enacted or 
substantively enacted at the reporting date, and 
reflects uncertainty related to income taxes, if any.

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner in 
which the Company expects, at the reporting date, 
to recover or settle the carrying amount of its assets 
and liabilities.

Deferred tax assets and liabilities are offset only if 
certain criteria are met.

2.17 Employee benefits

(a) Defined contribution scheme

Obligations for contributions to defined contribution 
plans are expensed as the related service is 
provided and recognised as personnel  expenses in 
profit or loss. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a 
reduction in future payments is available. The Bank 
contributes 10% of basic salary, rent and transport 
allowances, with the employee contributing a 
further 8% in line with the provisions of the Pension 
Reforms Act 2014. The Bank has no further payment 
obligations once the contributions have been paid. 
The contributions are recognised as employee 
benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the 
extent that a cash refund or a reduction in the future 
payments is available.

(b) Short term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Bank has 
a present legal or constructive obligation to pay this 
amount as a result of past service provided by the 
employee and the obligation can be estimated 
reliably.
 

(c) Other employee benefits
Other employee benefits are expensed when they 
are incurred. Other personnel expenses relate to 
one-off discretionary payments and other benefits 
paid to staff of the Bank. There is no other 
constructive or contractual obligations on the Bank 
aside from the actual amount incurred.

2.18 Operating Expenses

Expenses are decreases in economic benefits 
during the accounting period in the form of 
outflows, depletion of assets or incurrence of 
liabilities that result in decrease in equity, other than 
those relating to distributions to equity participants.
Expenses are recognized on an accrual basis 
regardless of the time of spending cash. Expenses 
are recognized in theincome statement when a 
decrease in future economic benefit related to a 
decrease in an assets or an increase of a liability has 
arisen that can be measured reliably. Expenses are 
measured at historical cost.

Only the portion of cost of a previous period that is 
related to the income earned during the reporting 
period is recognized as an expense. Expenses that 
are not related to the income earned during the 
reporting period, but expected to generate future 
economic benefits, are recorded in the financial 
statement as assets. The portion of assets which is 
intended for earning income in the future periods 
shall be recognized as an expense when the 
associated income is earned.

Expenses are recognized in the same reporting 
period when they are incurred in cases when it is 
not probable to directly relate them to particular 
income earned during the current reporting period 
and when they are not expected to generate any 
income during the coming years.

2.19 Provisions

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 reliably, and it is 

probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the  risks specific to the 
liability. The unwinding of the discount is recognized 
as finance cost.

(a) Levies

A provision for levies is recognised when the 
condition that triggers the payment of the levy is 
met. If a levy obligation is subject to a  minimum 
activity threshold so that the obligating event is 
reaching a minimum activity, then a provision is 
recognised when that minimum activity threshold is 
reached.

2.20 Share capital

(a) Share issue costs

Incremental costs that are directly attributable to the 
issue of an equity instrument are dedcuted from the 
initial measurement of the equity instruments.

(b) Dividends on ordinary shares

Dividends on ordinary shares are recognised in 
equity in the period in which they are approved by 
the Bank’s shareholders.

Dividends for the period that are declared after the 
date of the statement of financial position are 
disclosed in the subsequent events note. Dividends 
proposed by the Directors but not yet approved by 
members are disclosed in the financial statements in 
accordance with the requirements of the Company 
and Allied Matters Act of Nigeria.

2.21 Prepaid capital reserve

Prepaid capital reserves warehouses prepayments 
for shares that are yet to be issued to shareholders. 
There is no possibility of this prepayment being 
reversed or refunded  and the Bank has an 

obligation to deliver these shares.

2.22 Statutory reserve

The Nigerian Banking industry regulations require 
banks to make an annual appropriation to a statutory 
reserve. An appropriation of 30% of profit after tax 
is made if the statutory reserve is less than paid-up 
share capital and 15% of profit after tax if the 
statutory reserve is greater  than the paid up share 
capital.

2.23 Regulatory risk reserve

The regulatory risk reserve represents a reserve 
created when credit impairment on loans and 
advances as accounted for under IFRS using the 
incurred loss model differ from the prudential 
provisioning requirements set by the Central Bank 
of Nigeria

2.24 Fair value reserve

The fair value reserve warehouses cumulative fair 
value gains/losses on financial assets classified as 
fair value through other comprehensive income. 
Fair value gains on financial assets (excluding equity 
investments) are reclassified to profit or loss 
account on disposal of the assets.
 

3. FINANCIAL RISK MANAGEMENT

3.1 Introduction and overview

This note presents information about the Bank's 
exposure to financial risks and the Bank's 
management of capital.

Enterprise risk review

The underlying premise of Enterprise Risk 
Management is that every entity exists to provide 
value for its stakeholders. All organizations face 
uncertainty, uncertainty presents both risks and 

opportunities, with the potential to erode or 
enhance value.

In recent years, managing an enterprise's risk in a 
consistent, efficient and sustainable manner has 
become a critical priority, as the business 
environment faces unprecedented levels of 
complexity, changing geopolitical threats, new 
regulations and increasing shareholders' demand.

Titan Trust Bank seeks to achieve an appropriate 
balance between risk and reward in its business 
strategy, and continues to build and enhance the 
risk management capabilities that will assist it in 
delivering its growth plans in a controlled 
environment.

The Bank’s Enterprise Risk Management (ERM) 
framework addresses specific risk areas such as 
credit, market, liquidity, operational,  strategic and 
reputational risks.

Full implementation of the requirements of the ERM 
Framework is on-going under the oversight of the 
following committees which are tasked with 
monitoring the implementation on behalf of the 
Board:

• Board Audit, Risk and Compliance Committee 
(BARCC)

• Board Credit Committee (BCC)

• Board Finance and General-Purpose Committee

• Board Governance, Nomination and Renumeration 
Committee

The Bank’s ERM Framework ensures risks are 
managed using a structured and disciplined 
approach that aligns strategy, processes, people, 
technology and knowledge with the purpose of 
evaluating and managing the opportunities and 
threats faced. The Bank’s “Enterprise-wide” Risk 
Management methodology ensures the removal of 
functional, divisional, departmental or cultural 
barriers to managing risks.

The main benefits and objectives to the Bank of the 
ERM implementation include the following:
• It provides a platform for the Board and 
Management to confidently make informed 
decisions regarding the trade-off between risk and 
reward;

• It aligns business decisions at the operating level 
to the Bank’s appetite for risk;

• It balances operational control with the 
achievement of strategic objectives;

• It enables Executives to systematically identify 
and manage significant risks on an aggregate basis;

• It enables the evaluation of new and existing 
investments on both a standalone and portfolio 
basis; and

• It minimizes operational surprises and related 
costs or losses.

Risk Management governance structure

The following management committees, 
comprising of senior management staff, support the 
Executive Committee in performing its risk 
management roles:

(i) Asset and Liability Committee (ALCO)
The Asset and Liability Committee (ALCO) is 
responsible for market and liquidity risk 
management. It is primarily concerned with the 
setting of limits on portfolio mix and the liquidity 
management of the Bank. The Committee is further 
responsible for the supervision of pricing or spread 
on earning assets and liabilities.

(ii) Management Credit Committee (MCC)
The Management Credit Committee (MCC) is 
responsible for managing credit risks in the Bank. 
The Committee focuses on management of the 
Bank's credit risk exposures. The MCC deliberates 
on issues concerning credit risk relating to credit 
approval, restructure and recommendation of write 
offs.
 

Business units
Business Units and their staff, as primary risk 
owners/managers, are responsible for the 
day-to-day identification, mitigation, management 
and monitoring of risks within their respective 
functions.

Business Units and their staff are also responsible 
for the following:

• Implementing the Bank’s risk management 
strategies;

• Managing day-to-day risk exposures by using 
appropriate procedures and controls in line with the 
Bank’s risk management framework;

• Identifying risk issues and implementing remedial 
action to address these issues; and

• Reporting and escalating material risks and 
associated issues to appropriate authorities.

Units and functions with primary responsibility 
for independent risk oversight and monitoring.

These units and functions include the following:
• Enterprise Risk Management Division;
• Legal Department;
• Corporate Communications Department
• Human Resource Department and
• Compliance Department

Units and functions with primary responsibility 
for evaluating and providing independent 
assurance.

This is made up of the
• Internal Audit Department (i.e. Corporate Audit 
function); and

3.2 Credit risk

Credit risk is the possibility of a loss resulting from a 
counter party’s failure to meet contractual 
obligations. Traditionally, it refers to the risk that a 
lender may not receive the owed principal and 
interest, which results in an interruption of cash 
flows and increased costs of collection. Although it 

The assets’ residual values, depreciation methods 
and useful lives are reviewed at each annual 
reporting date, and adjusted if appropriate.

(iv) De-recognition

An item of property and equipment is derecognised 
on disposal or when no future economic benefits 
are expected from its use or disposal.  Any gain or 
loss arising on de-recognition of the assets 
(calculated as the difference between the net 
disposal proceeds and the carrying  amount of the 
asset) is included in profit or loss in the period the 
asset is recognised.

(v) Capital Work-In-Progress

Construction cost and improvements in respect of 
offices are carried at cost as capital work in 
progress. On completion of construction or 
improvements, the related amounts are transferred 
to the appropriate category of property and 
equipment. Payments in advance for items of 
property and equipment are included as 
prepayments in “other assets” and upon delivery 

is impossible to know exactly who will default on 
obligations, properly assessing and managing 
credit risk can lessen the severity of loss. Interest 
payments from the borrower or issuer of a debt 
obligation are a lender's or investor's reward for 
assuming credit risk.

Titan Trust Bank has a credit risk management 
policy approved by its Board. The credit risk 
management objectives are:

(1) To provide a clear and consistent direction for 
the Bank for creating and managing credit 
exposures;

(2) To maintain a high quality risk assets portfolio 
and minimize credit losses arising from errors of 
judgement.

(3) To achieve the lowest non-performing loans in 
the industry while maximizing returns on assets 
created;

(4) To maximize stakeholder value;

(5) To develop a strong credit risk culture where all 
staff actively participate in the risk management 
process.

The credit risk appetite of the bank is defined by its 
expression or willingness to accept risk up to a level 
that minimizes erosion of earnings or capital due to 
avoidable losses from credit activities. The Bank's 
Credit Risk Management Strategy is driven by its 
objectives and includes adoption of the following 
strategies for the management of credit risk;

(i) A selective and disciplined approach to credit 
origination and focus on customers that will create 
attractive value for the Bank;

(ii) Adherence by all  to the Bank's credit risk policy, 
developed to enable staff identify, measure and 
manage credit risk exposures;

(iii) The Board and Senior Management set the tone 
for the right risk culture in the Bank;

(iv) Adequate pricing for the risks taken by the 
Bank;

(v) Establishment and enforcement of the Bank's 
exposure and provisioning policy in accordance 
with the International Financial Reporting standards 
and other regulatory requirements; and

(vi) Broadening of the knowledge and skills of all 
credit personnel through training and capacity 
building programmes.
 

(a) Credit risk measurement

(i) Loans and advances
In measuring credit risk in loans and advances to 
customers and banks at a counterparty level, the 
Bank reflects the following components (i) the 
client or counterparty's character and capacity to 
pay off its contractual obligations; (ii) current 
exposures to the counterparty and its likely future 
development; (iii) credit history of the 
counterparty; and (iv) the likely recovery ratio in 
case of default obligations - value of collateral and 
other ways out.

The Bank's rating scale methodology reflects the 
range of default probabilities defined for each rating 
class. This means that, in principle, exposures 
migrate between classes as the assessment of their 
probability of default changes. The rating tools are 
kept under review and upgraded as necessary. The 
Bank regularly validates the performance of the 
rating and their predictive power with regard to 
default events.

Methodology for risk rating
When lending to Large Corporates & SMEs, the 
Bank considers five factors: Character, Capacity, 
Capital, Collateral and Conditions. Analysing a 
borrower’s position using the 5Cs of credit, can 
ensure the Bank has a holistic view of the overall 
credit risk incident on their business.
Consideration is also given to covenants, collateral 
and credit rationing to controlling credit losses for 
the Bank. Frequent contact with borrowers, 
monitoring the flow of borrower’s business through 
their bank account, regular reviews of borrower’s 
reports and site visits, and periodically updating the 
borrower’s ratings.

Assets pledged as collateral
at amortised cost

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-

855

855

1,960,333

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-

855

855

1,960,333

Loans and advances to
customers at amortised cost

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-
218

218

3,037,269

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-
218

218

3,037,269

Loans to banks

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-
2,377

2,377

5,046,103

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-
2,377

2,377

5,046,103

31 December 2019

31 December 2019

31 December 2019

101

Cash and balances with
central banks excluding 
mandatory deposit with CBN

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-
-

-

70,232

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-
-

-

70,232

31 December 2019
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In thousands of Naira

In thousands of Naira

In thousands of Naira

In thousands of Naira



Investment securities at
FVOCI

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-
19,952

19,952

19,792,081

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-
19,952

19,952

19,792,081

Other financial assets

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-
-

-

43,478

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-
-

-

43,478

Off-balance sheet 
exposure

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-
-

-

4,255,464

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-
-

-

4,255,464

Investment securities at
amortised cost

Balance as at 1 January
Net measurement of loss 
allowances (see note 8)

Closing balance

Gross amount

12 - month
ECL

-
1,257

1,257

6,268,556

Lifetime ECL
not-credit-impaired

-
-

-

-

Lifetime ECL
credit-impaired

-
-

-

-

Total

-
1,257

1,257

6,268,556

31 December 2019In thousands of Naira

In thousands of Naira

In thousands of Naira

In thousands of Naira

31 December 2019

31 December 2019

31 December 2019
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3.3 Liquidity risk

Liquidity risk is the risk that the Bank is unable to 
meet its payment obligations associated with its 
financial liabilities when they fall due and  to replace 
funds when they are withdrawn. The consequence 
may be the failure to meet obligations to repay 
depositors and fulfill  commitments to lend.

Liquidity risk management process

The Bank's liquidity management process is 
primarily the responsibility of the Assets and 
Liabilities Commitee (ALCO). Treasury is the 
executory arm of ALCO and its functions include:

• Day-to-day funding, managed by monitoring 
future cash flows to ensure that requirements can 
be met. This includes replenishment of funds as 
they mature or are borrowed by customers. The 
Bank maintains an active presence in money 
markets to enable this to happen;

• Maintaining a portfolio of highly marketable assets 
that can easily be liquidated as protection against 
any unforeseen interruption to cash flows

• Monitoring balance sheet liquidity ratios against 
internal and regulatory requirements (in conjunction 
with financial control unit); and

• Managing the concentration and profile of debt 
maturities.

Funding approach

Sources of liquidity are regularly reviewed by 
Treasury to maintain a wide diversification by 
currency, geography, provider, product and term.

3.3.1 Management of liquidity risk

Liquidity risk is the potential for loss to the Bank 
arising from either its inability to meet its obligations 
or to fund increases in assets as they fall due 
without incurring unacceptable cost or losses. 
Liquidity risk arises when the cushion provided by 

liquid assets is not sufficient to meet outstanding 
obligations. The Bank has liquidity and funding risk 
management process that ensures that all 
foreseeable funding commitments can be met 
when due and that access to wholesale market is 
coordinated and cost effective. Treasury 
department manages liquidity on a daily basis while 
ALCO tracks and reviews the liquidity situation every 
week.

• Ensure that an adequate liquidity cushion is 
maintained to meet all maturing obligations on an 
on-going basis.

• Control the Bank's dependence on high cost of 
funds by building an effective contingency funding 
plan.

• Set and comply with liquidity risk limits.

• Monitor the gap profile structure and the funding 
sources.

• Ensure a sufficient liquidity reserve of 
unencumbered liquid assets and the efficient usage 
of it.

• Ensure availability of timely information for liquidity 
management decisions.

• Ensure compliance with regulatory liquidity 
management and reporting requirements.

Liquidity Risk management processes

The Bank has methodology and procedures for the 
identification, assessment, measurement, 
monitoring, controlling and reporting of liquidity 
risks within the Bank. Titan Trust Bank adopts both 
qualitative and quantitative approaches to identify 
and measure liquidity risk, which include:

1. Funding and liquidity plan

Titan Trust Bank maintains a robust liquidity 
management plan inclusive of placement and 
takings lines with counterparty banks in order to 
ensure appropriate monitoring, planning and 
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provision of funds in order to meet the bank’s 
obligations at every given time.

2. Ratio analysis (Indicators)

The Bank uses liquidity ratios to indicate its ability to 
meet short term obligations with liquid assets, 
reveal mismatches between tenured funding 
sources and uses, review the ability of the Bank to 
fund loans through customer deposits and allow 
management to monitor changes in liquidity.

3. Liquidity Gap analysis

Liquidity gap analysis is used to monitor the current 
liquidity position of the Bank. It quantifies the 
cumulative gap in the Bank's business- as- usual 
environment. The gap for any given tenor bucket 
represents the borrowings from or placements to 
the markets required to replace maturing liabilities 
or assets. The underlying assumptions are 
documented and used consistently.

4. Concentration in sources and application of 
funds

The Bank monitors concentration in the sources 
and application of funds to ensure that the funding 
bases are stable and diversified. A well diversified 
funding base makes the Bank less vulnerable to 
adverse changes in the perception of a group of 
depositors/investors, whose actions or inactions 
could significantly affect the Bank.
 

5. Liquidity risk monitoring

Trigger points in the form of targets and limits on 
liquidity positions are monitored and deviations 

from "normal" ranges of operation reported to 
management. Trigger points and early warning 
indicators are based on internal limits and have 
been caliberated into different trigger levels 
requiring different management actions at the 
respective levels. These internal limits are set with 
respect to industry standards. The Bank's liquidity 
management policies and procedures highlight and 
escalate exceptions promptly.

6. Liquidity Risk Reporting

Liquidity risks are communicated to the applicable 
business units, senior management and the Board. 
The Market Risk Department maintains an 
independent liquidity risk reporting which 
effectively and consistently communicate liquidity 
risk information to ALCO for appropriate decision 
making.

7. Exposure to liquidity risk

The key measure used by the Bank for managing 
liquidity risk is the ratio of net liquid assets to 
deposits from customers. For this purpose, net 
liquid assets are considered as including cash and 
cash equivalents and investment grade debt 
securities for which there is an active and liquid 
market less any deposits from banks, debt 
securities issued, other borrowings and 
commitments maturing within the next month. A 
similar calculation is used to measure the Bank's 
compliance with the liquidity limit established by 
the Bank's lead regulator (The Central Bank of 
Nigeria).

Details of the reported Bank ratio of net liquid 
assets to deposits from customers at the reporting 
date and during the reporting period were as 
follows;

At the end of the period 31 December 2019
335.71%
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3.4 Market risk

The Bank takes on exposure to market risks, which 
is the risk that the fair value or future cash flows of a 
financial instrument will fluctuate because of 
changes in market prices such as interest rates, 
foreign exchange rates, equity prices and 
commodity

3.4.1 Management of market risk

Market risk is the risk that movements in market 
factors, including foreign exchange rates and 
interest rates, credit spreads and equity prices,   will 
reduce the Bank’s income or the value of its 
portfolios.

The objectives of the Bank’s market risk 
management are to protect the Bank’s capital and 
earnings from fluctuations caused by currency rates 
and interest rate movements, manage and control 
market risk exposures in order to optimize return 
while complying with existing regulatory guidelines.

Market risk management and measurement 
process

The Bank has robust methodology and procedures 
for the identification, assessment, measurement, 
control, monitoring and reporting of market risks 
within the Bank’s trading portfolio and the rest of 
the Bank’s balance sheet. The Market Risk 
Management Department is responsible for 
measuring market risk exposures in accordance 
with the policies defined by the Board, monitoring 
and reporting the exposures against the prescribed  
limits.

Titan Trust Bank will use  a range of tools for 
managing market risk which include:

Sensitivity analysis

Sensitivity analysis is used to determine the impact 
of changes in risk factors such as interest rates, 
foreign exchange rates, equity prices on the 

earnings or portfolio values. Market risk 
management compares the potential impact of 
changes in the risk factors on the Bank’s net 
income and equity against the levels it deems 
necessary to maintain profitability, remain solvent 
and comply with banking regulations.

Interest rate gap analysis

The Bank manages the impact of interest rate 
changes within self-imposed parameters set after 
careful consideration of a range of possible rate 
environments and business scenarios. These 
parameters in combination define the Bank’s market 
risk tolerance.

Limits are used to control the Bank’s interest rate 
risk exposure within its risk tolerance. Risk limits are 
set by product and risk types. They are usually 
approved by ALCO and endorsed by the Board. 
Limits are sets for position taken, value at risk, stop 
loss and profit take as well as counter party risks. 
The overall risk appetite of the Bank, size, 
complexity and capital adequacy of the Bank, 
profitability of business/product areas, complexity 
of products, liquidity of specific markets and 
volatility of markets are considered while setting the 
limits.

The market risk is managed by the market risk 
management function under the Risk management 
department. The monitoring includes establishment 
and monitoring of treasury limit, rendering market 
intelligent reports and mark to market valuation of 
the Bank’s trading position.

Duration Gap analysis

Duration Gap Analysis compares the price 
sensitivity of the Bank’s total assets with the price 
sensitivity of its total liabilities to assess whether 
the market value of assets or liabilities changes 
more when rates change. Titan Trust Bank uses 
duration gap (DGAP) for managing its value of 
equity, recognizing the timing of all cash flows for 
every security on the statement of financial
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Monitoring exposure limits and triggers

The Bank manages the impact of changes in market 
factors – equity prices, interest rates and currency 
rates within self-imposed limits and triggers set after 
careful consideration of a range of possible rate 
environments and business scenarios. These limits 
are used to control the  Bank’s market risk 
exposures within its risk  tolerance.

Risk Reporting

Market Risk Management Department ensures that 
the Bank maintains an accurate risk reporting 

framework that effectively and consistently 
communicate market risk information across the 
Bank. Market Risk Management use independently 
sourced data to generate reports, which provides 
the Board and Senior management with clear, 
concise and timely recommendations and 
supporting information needed to make decisions.

3.4.2 Exposure to market risk between trading 
and non-trading portfolios

The table below sets out the allocation of assets 
and liabilities subject to market risk between trading 
and non-trading portfolios.

3.4.3 Measurement of market risk

The Bank's major measurement technique used to 
measure and control market risk is outlined below.

Non-trading book:  Earnings at Risk

Market risk in the non-trading book emanates 
mainly from adverse movement in future net 
interest income, resulting from changes in interest 
rates. Analysis of this risk involves the breaking 

31 December 2019

Financial assets by type
Cash and balances with central banks 
excluding mandatory deposits
Financial assets FVTPL
Assets pledged as collateral
Loans to banks
Loans and advances to customers
Investments securities
Other assets (less prepayments)

Total financial assets

Financial liabilities by type
Deposits from customers
Other liabilities

Total financial liabilities

Note

 
14

15
16
17
18
19
24

25
26

Carrying value

 
70,232

241,806
1,959,478

5,043,725
3,037,052

26,059,380
43,478

36,455,151

9,390,033
57,065

9,447,098

Trading portfolios

-

241,806
-
-
-
-
-

241,806

-
-

-

Non-trading 
portfolios

70,232

-
1,959,478

5,043,725
3,037,052

26,059,380
43,478

36,213,345

9,390,033
57,065

9,447,098

Market risk measureIn thousands of Naira

down of Rate Sensitive Assets (RSA) and Rate 
Sensitive Liabilities (RSL) into time buckets to 
determine the possible impact on Net Interest 
income if rates drop or increase. Interest rate risk in 
non- trading portfolios is measured with 
maturity/repricing gap analysis, Earnings At Risk and 
ratios analysis. The sensitivity of earnings to 
specified upward and downward instantaneous 
parallel 100 basis point shift in the yield curve, over 
one-year horizons under business-as-usual 
conditions assuming static portfolio indicates the 
potential risk..
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In thousands of Naira

Financial assets
Cash and balances with central banks 
excluding mandatory deposits
Financial assets FVTPL
Assets pledged as collateral
Loans to banks
Loans and advances to customers
Investments securities
Other assets

Total 

Financial liabilities by type
Deposits from customers
Capitalized lease liability
Other liabilities

Total

Net Open Position

Naira

20,645

241,806
1,959,478
664,083

3,037,052
26,059,380

43,478

32,025,922

4,958,062
300,383

57,065

5,315,510

26,710,412

USD

49,326

-
-

4,379,642
-
-
-

4,428,968

4,431,710
-
-

4,431,710

(2,742)

GBP

241

-
-
-
-
-
-

241

241
-
-

241

-

Euro

20

-
-
-
-
-
-

20

20
-
-

20

-

Others

-

-
-
-
-
-
-

-

-
-
-

-

-

Total

70,232

241,806
1,959,478

5,043,725
3,037,052

26,059,380
43,478

- 
36,455,151

 
9,390,033

300,383
57,065

 
9,747,481

26,707,670

3.4.4 Foreign exchange (FX)  risk

Foreign exchange exposures arise because of 
balance sheet mismatches between foreign 
currency assets and foreign currency liabilities. 
These are mainly foreign currency loans and 
deposits, balances with foreign banks, customers' 
FX transactions, and borrowings in foreign 
currencies. FX trading exposures are discretionary 
(intentional) and typically short term FX exposures 
resulting from treasury trades to profit from 
currency movements. They contribute to the Bank’s 
overall trading risk and are managed under the 
trading risk management framework.

The Bank's foreign currency exposure is managed 
by ALCO. The primary objectives of the Bank's 
foreign exchange risk management are to protect 
the Bank’s capital base and earnings from 
fluctuations caused by currency rates movements 
in excess of approved limits, and to ensure that our 
open position limit is managed within existing 
regulatory guidelines. The Central Bank of Nigeria 
assign NOP limits to banks as a percentage of their 
shareholders’ funds. These limits change from time 

to time based on how the regulator wants to affect 
the market. However, the Bank has an internal 
policy to further constraint the CBN assigned NOP 
limit by allowing traders an aggregate open position 
of   90% of the CBN limit.

The Bank trades and closes each day with either 
long or short positions within the approved internal 
limit. If for any reason the Bank anticipates that the 
net open limit might be breached, an anticipatory 
approval must be sought and obtained from the 
Managing Director and Executive Director with 
appropriate justification. Under no circumstance, 
however, shall the CBN limit be breached.

For the purpose of financial reporting, the Bank 
adopts NAFEX rates in translating its foreign 
currency denominated assets and liabilities as that 
is the most probable rate at which the assets and 
liabilities are expected to be realized and settled  
respectively.

The following shows the Bank's structural foreign 
currency exposures for the period.
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3.4.5 Foreign exchange risk sensitivity analysis
 
Due to the Bank's foreign currency exposures, the 
Bank may be exposed to further losses in the event 
of a significant decline in the value of  the Bank's 
local currency (Nigerian Naira). This may occur in 
the event of a devaluation of the exchange rate of 
the Naira to the US Dollars in the official exchange 
market by the Central Bank of Nigeria (CBN). This 
will have a direct impact on the Nigerian Inter-bank 
Foreign exchange market (NAFEX), the market 
where the Bank obtains its translation rates for the 
US Dollar.

The losses which are likely to occur in the event of 
devaluation of the Naira will affect the reported 
equity in the following ways:

Currency
In thousands

US Dollars

In Naira

(2,742)

(2,742)

In USD
$1= N364.70

(8)

(8)

10% decrease in 
the value of Naira

$1= N401

(274)

(274)

20% decrease in 
the value of Naira

$1= N438

(548)

(548)

Net Open Position

Foreign exchange risk sensitive analysis - 31 December 2019
Impact of percentage changes in foreign currency rates

Net Gain/(Loss) on decline
of the value of Naira

• Retained earnings - increase or decrease in the 
carrying amount of assets or liabilities held by Bank 
from changes in the value of the Naira (excluding 
financial assets measured at fair value through other 
comprehensive income (FVOCI)) reported in the 
profit or loss

• Fair value reserves - increase or decrease in the 
carrying amount of financial assets measured at 
FVOCI from changes in the value of the Naira 
reported directly in equity.

The table below sets out the impact on the Bank's 
net open position as at 31 December 2019 in 
USDollars, Pounds Sterling, Euros and other 
currencies in the event of a 10% and 20% 
devaluation of the Naira in relation to other  
currencies.
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3.4.7 Interest rate sensitivity analysis

The table below sets out the impact on net interest 
income of a 100 basis points parallel fall or rise in all 
yields. A parallel increase in yields by 100 basis 
points would lead to an increase in net interest 
income while a parallel falls in yields by 100 basis 
points would lead to a decline in  net interest 
income. The interest rate sensitivities are based on 
simplified scenarios and assumptions, including 
that all positions will be retained and rolled over 
upon maturity.  The  figures represent the effect of 
movements in net interest income based on the100 

Interest rate movements affect reported equity in 
the following ways:

• Retained earnings - increases or decreases in net 
interest income and fair values of derivatives 
reported in profit or loss

Interest sensitivity analysis -  31 December 2019
Impact of 100 basis points changes in rates over a one year period (N'000)
on profit or loss and equity

Exposure to fixed and variable interest rate risk 31 December 2019

Assets
In thousands of Naira

Cash and balances with central banks 
excluding mandatory deposit with CBN
Financial assets at FVTPL
Assets pledged as collateral
Loans to banks
Loans and advances to customers
Investments securities

Liabilities

Deposits from customers

Fixed

70,232

250,000
2,067,000
5,049,778
3,071,538

27,949,202

38,457,750

Fixed

9,414,603

9,414,603

Total

70,232

250,000
2,067,000
5,049,778
3,071,538

27,949,202

38,457,750

Fixed

9,414,603

9,414,603

Floating

-

-
-
-
-
-

-

Floating

-

-

Time Band

<1 month
1-3 months
3-12 months

Size of Gap

5,315,408
2,290,347
5,254,461

12,860,216

100 basis points 
increase in rates

50,970
19,107
19,722

89,799

100 basis points 
decline in rates

(50,970)
(19,107)
(19,722)

(89,799)

basis point   shift in interest rate and subject to the 
current interest rate exposures. However, the effect 
has not taken into account the possible risk 
management measures undertaken by the Bank to 
mitigate interest rate risk. In practice, ALCO seeks 
proactively to change the interest rate  risk profile to 
minimize losses and optimise net revenues. The 
projections also assume that interest rates on 
various maturities will move  within similar ranges, 
and therefore do not reflect any potential effect on 
net interest income in the event that some interest 
rates may change and others remain unchanged.

• Fair value reserves - incease or decreases in fair 
values of FVOCI financial instruments reported 
directly in equity.

The table below sets out information on the 
exposure to fixed and variable interest instruments.
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3.4.8 Price sensitivity analysis on bonds and 
treasury bills

The table below shows the impact of likely 
movement in yields on the value of bonds and 
treasury bills. This relates to the positions of 
financial instruments measured at FVPTL and 
FVOCI. Since an increase in yields would lead to 

3.5 Fair value of financial assets and liabilities

(a) Financial instruments measured at fair value

IFRS 7 specifies a hierarchy of valuation techniques 
based on whether the inputs to those valuation 
techniques are observable or unobservable. 
Observable input reflect market data obtained from 
independent sources; unobservable inputs reflect 
the Bank's market assumptions. These  two types 
of inputs have created the following fair value 
hierarchy:

• Level 1 -  Quoted prices (unadjusted) in active 
markets for identical assets or liabilities.  This level 
includes listed equity securities and  debt 
instruments on exchanges.

• Level 2 - Inputs other than quoted prices included 
within Level 1 that are observable for the asset or 
liability, either directly (i.e. as prices) or indirectly 
(i.e. derived from prices). This category includes 
instruments valued using: quoted market prices in 

decline in market values of bonds and  treasury 
bills, the analysis was carried out to show the likely 
impact of 100 basis points increase/(decrease) in 
market yields. The impact of financial instruments 
measured at FVTPL is on the income statement 
while the impact of financial instruments measured 
at FVOCI is on the statement of other 
comprehensive income.

Financial assets at FVTPL
Financial assets at FVOCI

Total

Carrying Value

241,806
19,792,081

20,033,887

Impact of 100 basis 
points increase in yields

(1,867)
(122,288)

(124,155)

Impact of 100 basis 
points decrease in yields

1,794
199,628

201,422

active markets for similar instruments; quoted 
prices for identical or similar instruments in markets 
that are considered less than active; or other 
valuation techniques in which all significant inputs 
are directly or indirectly observable from market 
data.

• Level 3 - Inputs for the asset or liability that are not 
based on observable market data (unobservable 
inputs), This level includes equity investments and 
debt instruments with significant unobservable 
components.

This hierarchy requires the use of observable 
market data when available. The Bank considers 
relevant and observable market prices in its 
valuations where possible.

The table below analysis financial instruments 
measured at fair value at the end of each reporting 
period, by the level in the fair value hierachy into 
which the fair value measurement is categorised:
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In thousands of Naira
31 December 2019

Financial Assets

Financial assets at FVTPL
- Debt securities

Financial assets at FVOCI
- Investment securities - debt

Total assets

Note

15

19

Level 1

241,806

11,364,675

11,606,481

Level 2

-

8,427,406

8,427,406

Level 3

-

-

-

Total

241,806

19,792,081

20,033,887

Trading securities
Treasury bills and 
Government Bonds

Methodology

Trading securities as well as Investment securities 
measured at fair value through other comprehensive 
income (FVOCI) are measured at fair value using the 
following methods:

Level 1
For financial instruments traded in active markets, the 
determination of fair values is based on quoted market 
prices or dealer price quotations. This includes quoted 
debt instruments on major exchanges (for example 
NSE) and broker quotes from the Nigerian Financial 
Markets Dealer Association. These are classified as 
Level 1 of the fair value hierachy.

Level 2
Market Comparison/Discounted Cash flow: The fair 
value is estimated considering:

(i) current or recent quoted prices for identical 
securities in markets that are not active

(ii) a net present value calculated using discount rates 
derived from quoted yields of securities with similar 
maturity and credit rating that are traded in active 
markets, adjusted by an illiquidity factor.

Key assumptions

The prices quoted on the major 
exchanges are representative of 
an active market and represent 
actual and regularly occurring 
market transactions on an arm's 
length basis.

116T I T A N  T R U S T  B A N K  LT D   |   A N N U A L  R E P O R T   |   2 0 1 9



(c) Financial instruments not measured at fair value

In thousands of Naira
31 December 2019

Financial assets

Cash and balances with central banks

- Cash in hand
- Balances with central banks other than 
mandatory reserve deposits
- Mandatory reserve deposits with central banks

Loans to banks

- Current balances with banks within Nigeria
- Currrent balances with banks outside Nigeria
- Placements with banks and discount houses

Loans and advances to customers

- Overdrafts
- Term loans
- Staff loans

Asset pledged as collateral

Other assets

Investment securities

- Measured at amortised cost

Total financial assets

Financial liabilities

Deposits from customers

- Current
- Savings
- Term
- Domiciliary

Other liabilities

Total financial liabilities

Off-balance sheet financial instruments

Performance bonds and guarantees

Unconfirmed and unfunded Letters of Credit

Carrying Value

234,728

57,472
12,760

164,496

5,043,725

2,633
3,674

5,037,418

3,037,052

2,995,405
4,791

36,856

1,959,478

43,478

-

-

10,318,461

9,390,033

1,277,433
95,451

6,140,384
1,876,765

57,065

9,447,098

4,255,464

200,000

4,055,464

Level 1

-

-
-

-

-

-
-
-

-

-
-
-

1,959,478

-

6,267,299

6,267,299

-

-

-
-
-
-

-

Level 3

-

-
-

-

-

-
-
-

-

-
-
-

-

-

-

-

-

-

-
-
-
-

-

Fair Value

234,728
 

57,472
12,760

- 
164,496

- 
5,043,725

 
2,633
3,674

5,037,418
 

3,037,052
 

2,995,405
4,791

36,856

2,031,287
 

43,478

 
6,375,924

 
6,375,924

 
10,390,270

 

9,390,033
 

1,277,433
95,451

6,140,384
1,876,765

- 
57,065

13,702,562

4,255,464

200,000

4,055,464

Level 2

234,728

57,472
12,760

164,496

5,043,725

2,633
3,674

5,037,418

3,037,052

2,995,405
4,791

36,856

-

43,478

-

-

10,318,461

9,390,033

1,277,433
95,451

6,140,384
1,876,765

57,065

13,702,562

4,255,464

200,000

4,055,464

The following table summarises the carrying amounts and fair values of those 
financial assets and liabilities not presented on the Bank’s statement of financial 
position at their fair value:
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3.5 Fair value of financial assets and liabilities 
(cont'd)

(i) Cash and balances with central banks include 
cash and restricted and non - restricted deposits 
with Central Bank of Nigeria. The carrying amount of 
balances with other banks is a reasonable 
approximation of fair value which is the amount 
receivable on demand.

(ii) Loans to banks includes balances with other 
banks within and outside Nigeria and short term 
placements.

- The carrying amount of balances with other banks 
is a reasonable approximation of fair value which is 
the amount receivable on demand.

- The estimated fair value of fixed interest bearing 
placement is based on discounted cash flows using 
prevailing money-market interest rates for the 
debts. The carrying amount represents the fair value 
which is receivable on maturity.

(iii) Loans and advances to customers are net of 
charges for impairment. The estimated fair value of 
loans and advances represents the market value of 
the loans, arrived at by recalculating the carrying 
amount of the loans using the estimated market rate 
for the various loan types

(iv) Deposits from banks and customers
- The estimated fair value of deposits, with no stated 
maturity, is the amount repayable on demand.

- The estimated fair value of fixed interest-bearing 
deposits not quoted in an active market is based on 
discounted cash flows using interest rates for new 
debts with similar remaining maturity.

(v) Carrying amounts of all other financial assets and 
liabilities are reasonable approximation of their fair 
values which are payable on demand.

(vi) Off-balance sheet financial instruments
The estimated fair values of the off-balance sheet 
financial instruments are based on markets prices 
for similar facilities. When this information is not 
available, fair value is estimated using discounted 
cash flow analysis.

3.6 Capital management

The Bank’s objectives when managing capital, 
which is a broader concept than the ‘equity’ on the 
face of statement of financial position, are:

(a) To comply with the capital requirements set by 
the regulators of the banking markets where the 
entities within the Bank operate;

(b) To safeguard the Bank’s ability to continue as a 
going concern so that it can continue to provide 
returns for shareholders and benefits for other 
stakeholders and;

(c) To maintain a strong capital base to support the 
development of its business.

Titan Trust Bank maintains capital as a cushion 
towards the risk of loss in value of exposure, 
businesses, etc., to protect the  interest of  stake 
holders, more particularly, depositors. The Bank has 
a comprehensive system in place for assessing 
capital requirements based on current and future 
business activities and monitoring same on an 
ongoing basis. Beyond supervisory concern and 
disclosure issues, the  Bank considers that capital 
availability is the central theme in the whole 
process, thus its computation is applied to policy, 
strategy and business level composition.

In line with Central Bank of Nigeria guidelines, the 
bank has adopted the following approaches for 
implementation of Base II Capital Adequacy 
Framework:

1. The Bank has adopted Standardized Approach for 
credit risk. Under this approach, the Bank applies 
the risk weights issued by the CBN for the various 
categories of exposures.

2. The market risk capital charge arises from interest 
rate risk in the trading book and foreign exchange 
risk. The Bank has adopted the standardized 
approach for the computation of Market Risk capital 
charge.

3. The Bank adopted the Basic Indicator Approach 
for determining capital charge for operational risk. 
This was estimated as 15% of average gross annual 
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income for the previous three financial years.

The CBN requires each bank to: (a) hold the 
minimum level of the regulatory capital of N25 billion 
and (b) maintain a ratio of total regulatory capital to 
the risk-weighted asset at or above the minimum of 
10%. In addition, those individual banking 
subsidiaries or similar financial institutions not 
incorporated in Nigeria are directly regulated and 
supervised by their local banking supervisor, which 
may differ from country to country. 

The Bank’s regulatory capital as managed by its 
Financial Control and Treasury units is divided into 
two  tiers:

• Tier 1 capital: share capital, retained earnings and 
reserves created by appropriations of retained 
earnings. The book value of goodwill and deferred 
tax is deducted in arriving at Tier 1 capital; and

• Tier 2 capital: preference shares, qualifying debt 
stock, fair value reserves, fixed assets revaluation 
reserves, foreign currency revaluation reserves, 
hybrid instruments, convertible bonds and 
subordinated debts with original tenor of 5 years 
and above.

Credit risk exposures

Credit risk expsoure comprises on-balance sheet, 
off balance sheet and regulatory risk exposures and 
is calculated by applying the required regulatory risk 
weighting adjustment on the on-balance sheet and 
off-balance sheet exposures. The regulatory risk 
reserve is deducted from the sum of the 
risk-adjusted on-balance sheet and off-balance 
sheet exposures to arrive at the total on balance 
sheet and off balance sheet exposures for the 
purpose of capital adequacy  computation.

Strategy Risk
Strategy risk is the risk of current or prospective 
impact on the Bank’s earnings, capital, reputation or 
standing arising from the changes in the operating 
environment and from adverse strategic decisions, 
improper implementation of decisions, or lack of 
responsiveness to industry, economic or 
technological changes. It is a function of the 

compatibility of the Bank’s strategic goals, 
strategies developed to achieve these goals, the 
resources deployed to meet these goals, and the 
quality of the implementation  of the strategic plan.
The Bank strategic risk management focus is to 
proactively identify, understand, promptly analyse 
and appropriately manage strategic risks that could 
affect the achievement of the Bank’s strategic 
intent. In the process the  Bank:

(a) Ensures that exposures reflect strategic goals 
that are not overly aggressive and are also 
compatible with developed business strategies.

(b) Avoids products, markets and business for 
which it cannot objectively measure and manage 
their associated risk; and

(c) Strives to maintain a balance between 
risk/opportunities and revenue consideration within 
the Bank’s risk appetite. Thus, risk- related  issues 
are considered in all business decisions.

The Board of directors has the ultimate 
responsibility for establishing and approving the 
Bank’s strategy in an integrated manner that aligns 
strategies, goals, tactics and resources. The Board 
members participate in the Bank’s Annual Strategy 
Session towards the review of the Strategic Plan. 
When approved, such plans are cascaded to the 
various business units/subsidiaries for creating 
business unit/subsidiary plans and budgets. It is 
the responsibilities of the Executive Management 
Committee to assist the Board in developing and 
formulating strategies to meet the Bank's strategic 
goals and objectives, and ensuring adequate 
implementation of the Bank’s strategic plan as 
approved by the Board.

The Bank Audit and Risk Committee is responsible 
for establishing a suitable reporting system which 
will ensure timely monitoring of  strategic risk 
exposures, and undertaking measures for the 
elimination of any possible problems pertaining to  
internal and external factors.   The strategic planning 
group has the primary responsibility for supporting 
the Board and Senior Management in managing the 
Bank’s strategic risk and facilitating change in 
corporate strategic plan that contribute to the 
Bank’s organizational development and continuous 
improvement.
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In thousands of Naira

Tier 1 capital

Share capital
Share premium
Statutory reserves
SMEIS reserve
Retained earnings

Total qualifying Tier 1 Capital

 Less: intangible assets
 deferred tax assets

Total qualifying Tier 1 capital

Tier 2 capital

Fair value reserve

Total qualifying Tier 2 capital

Total regulatory capital

Risk-weighted assets:
Credit Risk
 On-balance sheet
 Off-balance sheet
 Regulatory risk reserves

Total on balance sheet assets and off balance 
sheet exposures

Operational risk exposures
Market risk exposures

Total risk-weighted assets

Risk-weighted Capital Adequacy Ratio (CAR)

28
29
29
29
29

22
13

29

31 December 2019

29,204,987
-

193,393
-

415,164

29,813,544

(1,180,815)
(50,472)

28,582,257

79,243

79,243

28,661,500

6,941,510
-
-

6,941,510

1,549,758
932

8,492,200

337.50%

Operational risk exposure

The Bank determines its operational risk exposure 
using the basic indicator approach. The basic 
indicator approach for operational risk entails 
holding capital for operational risk equal to a 3-year 
average of a fixed percentage of gross annual 
operating income. The Bank adopts a fixed 

percentage of 15 in calculating its operational risk  
exposure.

The table below summarises the composition of 
regulatory capital and the ratios of the Bank for the 
periods ended  31 December 2019 .   During those 
years, the Bank complied with the externally 
imposed capital requirements.
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Operational risk
Operational risk is the risk of loss resulting from 
inadequate or failed internal processes, people and 
systems or from external events. Operational risk 
arise from the execution of an organization's 
business functions.
Operational risk is the risk that occurs as a result of 
doing business and includes: technology failures, 
breaches in internal controls, frauds, unforeseen 
catastrophes, or other operational problems which 
may result in unexpected losses.
Operational risks exist in all products and business 
activities.
Business units and support functions in the Bank 
have primary responsibility and accountability for 
the management of operational risks in their units. 
The various units and functions are supported by an 
Risk Management Unit which reports to the Board 
Audit and Risk Committee through the Head of Risk 
Management, while Internal Audit a performs an 
independent assessment of the implementation of 
the Bank’s operational risk management  
framework.

4. Use of estimates and judgements

In preparing the financial statements, management 
has made judgements, estimates and assumptions 
that affect the application of the Bank’s accounting 
policies and the reported amounts of assets, 
liabilities, income and expenses. Actual results may 
differ from these estimates.

Estimates and underlying assumptons are reviewed 
on an ongoing basis. Revisions to estimates are 
recognised prospectively.

Critical accounting judgments in applying the 
Bank’s accounting policies
There were no critical accounting judgments made 
in applying the Bank's accounting policies.

Assumptions and estimation uncertainty
Management discusses with the Board of Directors 
the development, selection and disclosure of the 
Bank's critical accounting policies and their 
application, as well as assumptions made relating to 
estimation uncertainties. Information about 
assumptions, estimation and estimation 

uncertainties that have a significant risk of resulting 
in a material adjustment within the next financial 
year and about critical judgment in applying 
accounting policies that have the most significant 
effect on the amounts recognised in the financial 
statement is disclosed below:

(a) Impairment losses on loans and advances
(i) Determination of default prior to the 
measurement of expected credit loss

The Bank considers an objective evidence of 
default for the purpose of determining its stage 
classification for impairment assessment. It 
considers all default event terms no matter if it is 
obligatory or facultative to constitute objective 
evidence of impairment in accordance to  IFRS 9.

All financial assets with objective evidence of 
impairment will be further referred to as defaulted 
(or in default status). Exposure is considered 
defaulted, if the obligatory payments on the 
exposure have been passed due for at least 90 
days.

An exposure is considered to be individually 
significant if the total amount exceeds a 
significance threshold expressed in percentage as 
of reporting date. Significant thresholds are 
established and reviewed at regular intervals. 
Significant threshold can be determined separately 
for each risk portfolio or for groups of porfolios. 
However exposures considered by the Bank as 
having specific risk, are deemed as individually 
significant exposures and have to be assessed 
individually.

An exposure is comprised of the following 
components as at the reporting date:
i) Overdue principal receivable
ii) Undue principal receivable
iii) Overdue contract interest receivable
iv) Undue accrued interest
v) Other outstanding exposure
vi) Unconditional and conditional off-balance sheet 
exposure, in particular available limit
vii) Unamortized discount or premium.
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(ii) Measurement of the expected credit loss 
allowance for financial assets

The measurement of the expected credit loss 
allowance for financial assets measured at 
amortised cost and FVOCI is an area that requires 
the use of complex models and significant 
assumptions about future economic conditions and 
credit behaviour (e.g. the likelihood of customers 
defaulting and the resulting losses). Explanation of 
the inputs, assumptions and estimation techniques 
used in measuring ECL is further detailed in note 
3.2.4 to 3.2.10.

A number of significant judgements are also 
required in applying the accounting requirements 
for measuring ECL, such as:

• Determining criteria for significant increase in 
credit risk;
• Determining the credit risk grades;

• Generating the term structure of the probability of 
default;

• Determining whether credit risk has increased 
significantly;

• Incorporation of forward-looking information into 
the measurement of ECL;

• Establishing groups of similar financial assets for 
the purposes of measuring ECL

• Selection and approval of models used to 
measure ECL.

Detailed information about the judgements and 
estimates made by the Bank in the above areas is 
set out in note  3.2.4 to 3.2.10.

(iii) Uncertainty over income tax treatments
The Finance Act 2019 became effective on 13 
January 2020 and introduced significant changes 
to some sections of the Companies Income Tax Act 
(CIT). There are currently no transition provisions in 
the Finance Act, 2019 and the Federal Inland 
Revenue Service (FIRS) is yet to issue any guideline 
or information circular to taxpayers on whether the 
CIT related provisions of the Finance Act should be 
considered when computing income tax for the 
year ended 31 December 2019.

The Directors have assessed that there is no 
uncertainty over income tax treatments arising from 
the Finance Act 2019. This is because the Bank’s 
estimate of its tax liabilities is the same under the 
old tax law and under the Finance Act 2019.
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Total interest expense reported above relate to financial liabilities not carried at fair value through 
profit or loss and are calculated using effective interest method.

In thousands of Naira

Interest income

Interest income at effective interest rate (EIR):

Loans and advances to customers
Loans to banks
Investments securities
• Asset pledged as collateral
• At amortised cost
• At FVOCI

Interest income not at effective interest rate (EIR):
• At FVTPL

Total interest income

31 December 2019

 

65,874
1,717,653

45,428
145,265

508,280

3,840

2,486,340

6. Interest income

In thousands of Naira

Deposit from customers
Interest on capitalized lease liability
 
Total interest expense

31 December 2019

3,361
37,651

40,712

7. Interest expense

In thousands of Naira

Impairment charge on financial assets
Total impairment charge on loans and advances
Cash and  balances with central banks
Loans to banks

Investment securities
 FVOCI
 Amortised Cost
Assets pledged as collateral
Other financial assets 

Total impairment charge on financial instrument

Impairment charge on non-financial assets
Off balance sheet impairment
 
Total impairment charge

31 December 2019

218
-

2,377

19,952
1,257
855

24,659

-

24,659

8. Impairment loss/write back on financial and non-financial instruments
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In thousands of Naira

Service fee and charges
Card fees and charges
Letters of credit commission
Account maintenance fee
Funds transfer commission

Total fee and commission income

Fee and commission expense (see (a) below)

Net fee and commission income

31 December 2019

1,113
20

6,737
1,044

78 

8,993 

(7,062)
 

1,931

In thousands of Naira

Card expense

Total fee and commission expense

31 December 2019

7,062

7,062

In thousands of Naira

Foreign exchange income
Fair value gain
Financial assets FVTPL

Net trading income

31 December 2019

509
7,054

 24,491 
 

32,054 

In thousands of Naira

Wages and salaries
Contributions to defined contribution plans (see (a) below)
Other personnel benefits (see (b) below)

31 December 2019

577,033
6,254

634
 

583,921

The net fee and commission income above does not include any amounts included in determining 
the effective interest rate on financial assets and financial liabilities that are not at fair value through 
profit or loss

Net trading income on foreign exchange and financial assets held for trading includes the gains and 
losses arising both on the purchase and  sale of trading instruments and from changes in fair value

(a) Contributions to defined contribution plans include the Bank's contribution of 10% of each 
employee's basic salary, rent and transport allowances to the employee's defined contribution 
plans during the period in line with the Pension Reforms Act 2014. As at the reporting date, the 
Bank had settled all liabilities from employees' defined contribution scheme.

(b) Other personnel benefits include monthly amortisation of Prepaid staff benefit.

9. Net fee and commission income

(a) Fee and commission expense

10. Net trading income

11. Personnel expenses
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In thousands of Naira

General administrative expenses
Advertising and promotion expenses
Contributions and Donations
I.T.F levy
Medical expenses
Office stationery and supplies
Service staff salary
Information technology
Insurance expense
Motor vehicle running expenses
Training, research & development
NDIC premium
Consultancy
Bank charges
Transport
Legal charges
Security and power
Professional fees
Subscription
Rent expense
Directors fees and emoluments
Auditors remuneration

31 December 2019

101,181
41,022
1,000
6,273
3,475
17,449

14,659
63,782
14,823
2,785
1,778

-
361,282
43,628
2,292

267,604
31,382

2,173
53,611
31,811

-
 7,500 

 
1,069,510 

In thousands of Naira

Current income tax expense

Corporate income tax
Tertiary education tax
Nigerian Police Trust Fund levy
NITDA levy

Deferred tax expense
Deferred tax credit

Total income tax

Total tax expense

The movement in the current income tax liability is as follows:

Balance, beginning of period 
Tax paid
Current income tax expense

Balance, end of period 

31 December 2019

-
-

30
5,942

5,972

(50,472)

(44,500)

(44,500)

31 December 2019

-
-

5,972

5,972

12. Other operating expenses

13. Taxation
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In thousands of Naira

Treasury Bills

Current
Non-current

31 December 2019

241,806

241,806

241,806
-

241,806

15. Financial assets at FVTPL

(a) Mandatory reserve deposits with central banks represents a percentage of customers' 
deposits (prescribed from time to time by the central bank) which are not available for daily use.

In thousands of Naira

Cash on hand
Balances with central banks other than mandatory deposits

Total balance for cash flow statements (Note 31)

Mandatory reserve deposits with central banks (See note (a) below)

Total cash and balances with central banks

31 December 2019

57,472
12,760

70,332

164,496

234,728

14. Cash and balances with central banks

In thousands of Naira

Profit before income tax
Adjustment for NITDA levy

Income tax using the domestic corporation tax rate 
Non-deductible expenses
NITDA levy
Nigerian police trust fund levy
Tax exempt income

31 December 2019

600,143
(5,942)

594,201

178,260
830

5,942
30

(229,562)

(44,500)

30%
-%
1%

-
-39%

-8%

Reconciliation of effective tax rate
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In thousands of Naira

Treasury Bills
Assets pledged impairment allowance

31 December 2019

1,960,333
(855)

1,959,478

In thousands of Naira

Current
Non-current

31 December 2019

1,959,478
-

1,959,478

16. Assets pledged as collateral
The assets are pledged to third parties 
(FMDQ and First Bank) as collateral for which 
the transferree has received the right to sell 
or de-pledge assets if the transferror defaults 

on agreed terms. These assets are measured at 
amortized cost.

The nature and carrying amounts of the assets 
pledged as collaterals are as follows:

As at 31 December 2019 , the Bank held no collateral which it was permitted to sell or repledge in the 
absence of default by the owner of the collateral.

In thousands of Naira

Current balances with banks outside Nigeria
Placements with banks and discount houses
Current balances with banks
Impairment allowance

Current
Non-current

31 December 2019

3,674
5,039,795

2,633
(2,377)

  
5,043,725

 
5,043,725

-

5,043,725

17. Loans to banks
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In thousands of Naira

Overdrafts
Term loans
Staff loans

Gross amount

2,995,405
4,791

37,074
 

3,037,270

Carrying Amount

2,995,405
4,791

36,856
 

3,037,052

ECL allowance

-
-

(218)
 

(218)

In thousands of Naira

Balance at 1 January
Net remeasurement of loss allowances
(see note 8)

12 month ECL

-
218

218

Lifetime ECL not 
credit impaired

-
-

-

Lifetime ECL 
credit impaired

-
-

-

Total

-
218

218

In thousands of Naira

Overdrafts
Term loans
Staff loans

Gross loans and advances to customers

Less: Allowance for impairment

Current
Non-current

31 December 2019

2,995,405
4,791

37,074
 

3,037,270

(218)
  

3,037,052 

2,995,405
41,647

3,037,052 

18. Loans and advances to customers

18.1 Reconciliation of impairment allowance on loans and advances to customers:

(a) ECL allowance on loans and advances to customers are analysed as follows:
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In thousands of Naira

(a) Investment securities at fair value through other comprehensive income

Debt securities

Treasury bills
Government bonds

Impairment allowance
 
Net debt securities at fair value through other comprehensive income

31 December 2019

19,673,722
118,359

19,792,081

- 

19,792,081

In thousands of Naira

Treasury bills

Impairment allowance

Net debt securities at amortised cost

Total investment securities

Current
Non-current

31 December 2019

6,268,556

6,268,556

(1,257)

6,267,299

26,059,380

25,941,021
118,359

26,059,380

At 1 January 2019 (Gross)
Additions
Disposals/Redemptions
Gains from changes in fair value recognised in 
profit or loss (see Note 10)
Gains from changes in fair value recognised in 
other comprehensive income
Interest accrued

At 31 December 2019 (Gross)

ECL allowance

At 31 December 2019 (Net)

Debt Securities at fair 
value through other 

comprehensive income

-
19,732,790

-
-

59,291

-

19,792,081

(19,952)

19,792,081

Debt securities at 
amortised cost

-
6,268,556

-
-

-

-

6,268,556

(1,257)

6,267,299

Total

-
26,001,346

-
-

59,291

-

26,060,637

(21,209)

26,059,380

19. Investment securities

(b) Investment securities at amortised cost

(c) Movement in investment securities
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21. Right of Use Asset

In thousands of Naira

Cost

Balance at 1 January 2019
Additions
Disposals

Balance as   31 December 2019

Depreciation

Balance at 1 January 2019
Charge for the period
Disposals

Balance as  31 December 2019

Carrying amounts:

Balance as at 32 December 2019

-
515,612

-

515,612

-
94,529

-

94,529

421,083

In thousands of Naira

Cost

Balance at 1 January 2019
Additions
Disposals

Balance as   31 December 2019

Amortisation and impairment losses
Balance at 1 January 2019
Amortisation for the period
Disposals

Balance at  31 December 2019

Carrying amounts:

Balance as at 32 December 2019

Assets under construction

-
8,429

-

8,429

-
-
-

-

8,429

Completed

-
1,192,666

-

1,192,666

-
20,280

-

20,280

1,172,386

Total

-
1,201,095

-

1,201,095

-
20,280

-

20,280

1,180,815

22. Intangible assets

As at 31 December 2019, right-of-use assets relate to leased office premises and is classified as a 
non-current asset.

Assets under construction represent the software acquired by the Bank, which are still under the 
implementation stage. These are not amortised until the implementation is completed and the asset 
is available for use.

All intangible assets are non-current. All intangible assets of the Bank have finite useful life and are 
amortised over five years. The Bank does not have internally generated assets.

Purchased Software
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In thousands of Naira

Deferred tax asset (net) at the beginning of the period

Origination/(reversal) of temporary differences

ECL allowance on financial assets
Leases
Property and equipment
Unrelieved tax losses

Closing balance

31 December 2019

-

7,398
4,834

34,879
3,361 

50,472

In thousands of Naira

Non-financial assets
Prepayments

Financial assets:
Account receivable
 
Impairment allowance

Total

31 December 2019

351,954

43,478

-

395,432

Balance, beginning of the period -
Net measurement of loss allowance (see Note 8) -
 
Balance, end of the period -
 

Current
Non-current

-
-

-

395,432
-

395,432

23. Deferred taxation

24. Other assets

Movement in allowance for impairment on other assets

(a) Deferred income taxes are calculated on all 
temporary differences under the balance sheet 
method using an effective tax rate of 30%. 
Deferred income tax assets and liabilities are 

(c) Recognition of deferred tax assets of N50.47 
million was based  on the Directors' assessment, 
which indicates that it is probable that the Bank  
will have future taxable profits against which 

attributable to the following items:

(b) Reconciliation for recognized deferred tax 
assets

these assets can be utilised. The directors are of 
the opinion that the assumptions underlying the 
preparation of the forecast, are reasonable and   
achievable.
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In thousands of Naira

Demand deposits
Term deposits
Savings deposits
Domiciliary deposits

Current
Non-current
 
Net balance as at  31 December 2019

31 December 2019

1,277,433
6,140,384

95,451
1,876,765

9,390,033 

9,390,033
-

9,390,033

In thousands of Naira

Accounts payable
Accruals
Other current liabilities

Current
Non-current
 
Net balance as at  31 December 2019

31 December 2019

57,065
19,082

-

76,147

76,147
-

76,147

In thousands of Naira

Lease liability

31 December 2019

300,383

300,383

Not more than one year
More than one year but less than five years
More than five years  
Less future finance charge

At the end of the period

-
404,339

-
(103,956)

300,383

Not more than one year
More than one year but less than five years
More than five years  

At the end of the period

-
300,383

-

300,383

The future minimum lease payments on the lease liabilities extend over a number of years.
This is analysed as follows:

The present value of lease liabilities is as follows at end of the years:

The Bank does not face any significant risk with regards to the lease liability. Also the Bank's 
exposure to liquidity risk as a result of leases are monitored by the Bank's enterprise risk 
management unit.

25. Deposits from customers

26. Other liabilities

27. Lease Liability
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Statutory reserve: Nigerian banking regulations 
require the Bank to make an annual appropriation to 
a statutory reserve. As stipulated by section 16(1) of 
the Bank and Other Financial Institutions Act of 1991 
(amended), an appropriation of 30% of profit after 
tax is made if the statutory reserve is  less than the 
paid-up share capital and 15% of profit after tax if 
the statutory reserve is greater than the paid-up 
share   capital.

Fair value reserve: The fair value reserve includes 
the net cumulative change in the fair value of 

In thousands of Naira

Authorised
80 billion ordinary shares of 50k each

Issued and fully paid
58.4 billion ordinary shares of 50k each

31 December 2019

40,000,000

29,204,987

In thousands of Naira

Movement in share capital during the period:
Balance, beginning of period
New issues during the period
 
Balance, end of period

31 December 2019

-
29,204,987

29,204,987

The holders of ordinary shares are entitled to receive dividends as declared from time to time and 
are entitled to one vote per share at meetings  of the Bank. All shares rank equally with regard to the 
Bank's residual assets.

Retained earnings: Retained earnings are the 
carried forward recognised income net of 
expenses plus current period profit attributable 
to shareholders.

28. Share Capital

29. Reserves

In thousands of Naira

Movement in retained earnings during the period:
Balance, beginning of period
Profit for the period
Transfer to statutory reserves
Transfer to regulatory risk reserve
 
Balance, end of period

31 December 2019

-
644,643

(193,393)
(36,086)

415,164

financial assets classified as fair value through other 
comprehensive income until the investment is 
derecognised or impaired.

Regulatory risk reserve: This represents the differ-
ence between the allowance for impairment losses 
on balance on loans and advances based on 
Central Bank of Nigeria prudential guidelines and 
Central Bank of the foreign subsidiaries regulations, 
compared with the loss incurred model used in 
calculating the impairment under  IFRSs.
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In thousands of Naira

Opening balance for the period
Interest income
Interest received
Fair value changes on FVTPL
Closing balance for the period

Total changes in financial assets at FVTPL

31 December 2019

-
3,840

-
7,054

(241,806)

(230,912)

Note

15

15

Note

18
8
6

18

In thousands of Naira

Opening balance for the period
Interest income
Interest received
Fair value changes on FVTPL
Closing balance for the period

Total changes in financial assets at FVTPL

31 December 2019

-
(218)

65,874
(65,874)

(3,037,052)

(3,037,270)

Note

24
24

In thousands of Naira

Opening balance for the period
Closing balance for the period

Total changes in financial assets at FVTPL

31 December 2019

-
(395,432)

(395,432)

Note

25
7

25

In thousands of Naira

Opening balance for the period
Interest expense
Interest paid
Closing balance for the period

Total changes in deposits from customers

31 December 2019

-
(3,361)

3,361
9,390,033

9,390,033

30. Reconciliation notes to the statement of cashflows
(i) Net changes in financial assets at FVTPL

(ii) Net changes in loans and advances to customers

(iii) Net changes in other assets

(iv) Net changes in deposits from customers
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Note

19
19(c)

6
19

19

In thousands of Naira

Opening balance for the period
Fair value changes on FVOCI
Interest income
Closing balance for the period

Total changes in FVOCI instruments

Opening balance for the period
Treasury bills with origninal maturity of 3 months or less 
reclassified to cash (see note )
Closing balance for the period (Per SoFP)

Net closing balance for the period

Total changes in instruments at amortised cost

Net purchase of investment securities recognised in 
statement of cashflows

31 December 2019

-
59,291

508,280
(19,792,081)

(19,224,510)

-
-

(6,267,299)

(6,267,299)

(6,267,299)

(25,491,809)

Note

16

16

14
14

26

26

21
26

In thousands of Naira

Opening balance for the period
Interest income
Interest received
Closing balance for the period

Total changes in assets pledged as collateral

In thousands of Naira

Opening balance for the period
Closing balance for the period

Total changes in mandatory reserve deposits

In thousands of Naira

Opening balance for the period
VAT paid
Closing balance for the period

Total changes in other liabilities

In thousands of Naira

Addition to ROU asset
Cash payment on Right-of-Use asset

Total changes in other liabilities

31 December 2019

-
45,428

-
(1,959,478)

(1,914,050)

-
(164,496)

(164,496)

-
(17,072)

76,147

59,075

515,612
252,580

252,580

(v)  Net changes in investments

(vi)  Net changes in assets pledged as collateral

(vii) Net changes in mandatory reserve deposits

(viii)  Net changes on other liabilities

(ix) Cash payment on Right-of-Use asset
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In thousands of Naira

Performance bonds and guarantees
Letters of credit

Current
Non-current

31 December 2019

200,000
4,055,464

4,255,464

4,055,464
200,000

4,255,464 

In thousands of Naira

Cash and balances with central banks (less mandatory reserves)
Loans to banks

31 December 2019

70,232
5,043,725

5,113,957 

Notes

14
17

For the purposes of the statement of cash flow, 
cash and cash equivalents include cash and 
non-restricted balances with central banks, 
amounts due from other banks and investment 
securities with a maturity date of 3 months or less 
upon acquisition

32. Contingent liabilities and commitments

32.1 Claims and litigations

The Bank, in its ordinary course of business, is 
presently not involved in any  litigation cases. 
Therefore, there is no potential significant  liability 
arising for which a provision is to be made in the 
financial statements.

33. Related party transactions

The Bank's key management personnel, and 
persons connected with them, are also considered 
to be related parties. The definition of key 
management includes the close members of family 
of key personnel and any entity over which key 
management exercise control. The key 
management personnel have been identified as the 
executive and non-executive directors of the Bank. 

31. Cash and cash equivalents

32.2 Credit related commitments

In the normal course of business, the Bank is party 
to financial instruments with off-balance sheet risk. 
The instruments are used to meet the credit and 
other financial requirements of customers. The 
contractual amounts of the off-balance sheet 
financial instruments are:

Close members of family are those  family members 
who may be expected to influence, or be 
influenced by that individual in their dealings with 
Titan Trust Bank Ltd, see Note 34 for the 
compensations to key management personnel.

Parties related to the Bank engaged in the following 
transactions with the Bank during the period:
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In thousands of Naira

Loans and advances to entities related to key management personnel
Loans and advances to key management personnel

Deposits

31 December 2019

2,995,319
-

63,276 
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In thousands of Naira

Directors' Fees
Sitting allowances

Short term employee benefits
 • Executive compensation
 • Other allowances
 • Post-employment benefits 
 

Fees and other emoluments disclosed above include amounts paid to:
 • Chairman
 • Highest paid director

31 December 2019

-
-

135,832
21,409

3,510

160,751

-
82,127 

In thousands of Naira

Below N1,600,000
N3,400,000 and above

Number
31 December 2019

-
2

2

In thousands of Naira

Executive directors
Management
Non-management

31 December 2019

2
3

56 

61 

In thousands of Naira

N300,000 - N2,000,000
N2,000,001 - N2,800,000
N2,800,001 - N3,500,000
N3,500,001 - N4,000,000
N4,000,001 - N5,500,000
N5,500,001 - N6,500,000
N6,500,000 - N7,800,000
N7,800,001 - N9,000,000
N9,000,001 and above

31 December 2019

9
4
-
-
5
6

10
9

16 

59

34. Key management personnel compensation

Remuneration paid to the Bank's directors was:

35. Employees

The average number of persons employed during the period was as follows:

The number of employees of the Bank, other than directors, who received emoluments in 
the following ranges (excluding pension contributions and other benefits) were:

Loans to key management personnel represent 
mortgage loans which are given under terms 
that are no more favourable than those given to 

other staff. However, there were no loans 
granted to key management during the period.
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In thousands of Naira

Loans and advances to customers

Specific impairment allowance on loans to customers
Collective impairment allowance on loans to customers
12-month ECL
Lifetime ECL not credit impaired
Lifetime ECL credit impaired

Total impairment allowance on loans to customers (a)

Other financial assets:

12 month ECL
Lifetime ECL
Impairment allowance on investment in associates
Specific impairment allowance on other assets

Total impairment allowance on other financial assets (b)

Investment securities
12-month ECL
(c)

Off-balance sheet exposures
12-month ECL
(d)

Total impairment allowance (e)

Total impairment based on prudential guidelines (f)

Difference (g) = e - f

31 December 2019

-
-

218
-
-

218

2,377
-
-
-

2,377

22,064

22,064

-
-

24,659

60,745

(36,086)

Notes

18.1
18.1
18.1
18.1
18.1

17

24

37. Compliance with banking regulations

During the period, the Bank did not pay  penalties to 
any regulatory body.

38. Events after the end of the reporting period

On 11 March 2020, the World Health Organization 
declared the coronavirus (COVID-19) outbreak a 
pandemic and most governments have taken 
restrictive measures to contain its further spread by 
introducing lockdowns, closures of borders and 
travel restrictions which has affected the free 
movement of people and goods. The Nigerian 
Centre for Disease Control (NCDC) has confirmed 

36. Statement of Prudential Adjustments

COVID-19 cases in Nigeria and this has resulted in 
lock down in certain states. The pandemic has 
caused a significant reduction in social interactions, 
disruption in economic activities while some public 
facilities have been shut down in a bid to reduce the 
spread of the virus.

The Bank considers this outbreak to be a 
non-adjusting subsequent event. As the situation is 
fluid and rapidly evolving, the Directors do not 
consider it practicable to provide a quantitative 
estimate of the potential impact of this outbreak 
and will continue to evaluate the impact of COVID-19 
on the Bank’s operations, financial position and 
operating results.

As at the date these financial statements were 
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Name of Professional

Babatunde Olakunle Lemo
Mudassir Mohammed Amray
Mark Oguh

FRC number

FRC/2016/ICAN/00000014753
FRC/2019/002/00000020256
FRC/2016/ICAN/00000001563

Role

Chairman
MD/CEO
CFO

40. Provision of Non Audit Services
There were no non-audit services provided to the 
Bank during the period ended  31 December 2019.

authorised for issue, the Directors were not aware 
of any material adverse effects on the financial 
statements as a result of the COVID-19 outbreak.

There are no other events after the reporting date 
which could have a material effect on the financial 
position of the Bank as at 31 December 2019 which 
have not been adequately provided for or disclosed 
in these financial statements.

39. Financial Reporting Council's Certification 
Requirement for Professionals Engaged in 
Financial Reporting Process

In line with Financial Rseporting Council of Nigeria 
certification requirement for professionals engaged 
in financial reporting process: External Auditors, 
Officers of reporting entities and other professional 
providing assurance to reporting entities. Below are 
list of professionals engaged in the financial 
reporting process relating to financial statements 
for the period ended 31 December 2019.
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In thousands of Naira

Gross earnings

Interest expense

Net impairment loss on financial assets

Bought-in-materials and services (local)

Value added

Distribution of Value Added
To Employees:
Employee costs

To Government:
Government as taxes

Retained in business:
- For replacement of property and equipment
- For replacement of intangible assets
- To (deplete)/augment reserves

31 December 2019

2,527,387

(40,712)

2,486,675

(24,659)

(1,076,572)

1,385,444

583,921

(44,500)

181,100
20,280

644,643

1,385,444

%

 

%

42

(3)

13
1

47

100

For the period ended 31 December

Other National
Disclosures
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In thousands of Naira

Assets
Cash and balances with central banks
Financial assets FVTPL
Loans to banks
Loans and advances to customers
Investment securities
- FVOCI
- Amortised cost
Assets pledged as collateral
Property and equipment
Right of use asset
Intangible assets
Deferred taxation
Other assets

Total assets

Liabilities
Deposits from customers
Current income tax liability
Deferred tax liabilities
Other liabilities
Capitalized lease liability

Total liabilities

Equity
Share capital
Share premium
Retained earnings
Other components of equity

Total equity

Total liabilities and equity

Commitments  and contingents

Financial summary

Gross earnings

Profit/(loss)  before taxation

Profit for the period

Other comprehensive income

Total comprehensive income for the year

31 December 2019

234,728
241,806

5,043,725
3,037,052

19,792,081
6,267,299
1,959,478
1,077,437
421,083

1,180,815
50,472

395,432 

39,701,408

9,390,033
5,972

-
76,147

300,383

9,772,535 

29,204,987
-

415,164
308,722

29,928,873 

39,701,408
 

4,255,464

31 December 2019

2,527,387 

600,143 

644,643 

79,243 

723,886 

Financial Summary

**Information related to prior periods has not been presented as the Bank is in it's first year of operations.
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Bank with
TITAN
How to #BankWithTITAN

The Titan  mobile banking app.
The Titan mobile app is available for Android 
devices. Visit your device App Store or go to 
www.titantrustbank.com to download.

Titan Instant Account Opening 
Instant Account Opening when you visit Titan 
digital online.

Any Titan branch.
Walk into any Titan branch, to open a 
Titan account and get your account 
number within minutes.

The Titan website.
Visit www.titantrustbank.com to open a Titan 
account online.

@titantrustbank
@titantrustbankng

Plot 1680, Sanusi Fafunwa 
Street, Victoria Island, Lagos. info@titantrustbank.com

+234 1 226 5100



 

TRUST TITAN.
TRUST THE FUTURE.


