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LEADWAY CAPITAL AND TRUSTS LIMITED

STATEMENT OF DIRECTORS® RESPONSIBILITIES IN RELATION TO THE
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016

The Directors accept responsibility for the preparation of the accompanying financial statements, which have bean
prepared using appropriate accounting policies supported by reasonable and prudent judgments and estimates in
accordance with the International Financial Reporting Standards; in compliance with the Financial Reporting
Council Act No. 8, 2011 and in the manner required by the Companies and Allied Matiers Act, CAP G20 LFN 2004,

The Directors are of the opinion that the accompanying financial statements give a true and fair view of the state of
the financial affairs of the Company, in accordance with the [nternational Financial Reporting Standards; in
compliance with the Financial Reporting Council of Nigeria Act, No 6, 2011 and in fhe manner required by
Companies and Allied Matters Act, CAP C20, LFN 2004.

The Directors further accept responsibility for the maintenance of adequate accounting records as required by the
Companies and Allied Matters Act, CAP C20.Laws of the Federation of Nigeria 2004 and for such internal controls

as the Directors determine is necessary to enable the preparation of financial statements that are fres from
material misstatements whether due to fraud or error.

The Directors have made assessment of the company's ability to continue as a going concern and have no reason
to believe that the company will not remain 2 going concern in the years ahead,

Signed on behalf of the Board of Directors by:

o . ..

Mr. Oye Hassan-Odukale Avo Wurabla

Chairman Chief Executive Officer
FRC/2013M10QDN/OQ000001963 FRC/2013/CISN/00000004036
Date: 2 March 2017 Date: 2 March 2017
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Independent Auditor’'s Report
To the Shareholders of Leadway Capital and Trusts Limited

Opinion

We have audited the financial statements of Leadway Capital and Trusts Limited, which comprise the statement of
financial position at 31 December 2016, and the statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Company at 31 December 2016, and its financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs) in compliance with the Financial Reporting
Council of Nigeria Act, No 6, 2011 and with the requirements of the Companies and Allied Matters Act, CAP C20,
LFN 2004.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company 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.

Other Information

The directors are responsible for the other information. The other information comprises the Directors’ Report,
Directors' responsibilities for the financial statements 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 and those charged with Governance for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards in compliance with the Financial Reporting Council of Nigeria Act, No 6,
2011 and the requirements of the Companies and Allied Matters Act, CAP C20, LFN 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.

In preparing the financial statements, the directors are responsible for assessing the Company’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 intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the 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 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. c

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 resuling 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
Company’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 the director’s use of the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’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
Company to companyease 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 rep;esent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal conitrol that we identify
during our audit.

The engagement partner on the audit resulting in this independent auditor's report is Olatunji Ogundeyin.

Olatunji Ogundeyin, rca
FRCI/2013/ICAN/02224

For: PKF Professional Services
Chartered Accountants

Lagos, Nigeria

Dated: 2 March 2017




LEADWAY CAPITAL AND TRUSTS LIMITED

STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2016

Assets

Cash and cash equivalent
Loans and receivables
Available for sale

Held for trading

Finance lease receivables
Trade and other receivables
Sinking fund asset

Intangible assets

Property, plants, and equipment

TOTAL ASSETS

LIABILITIES

Trade and other payables
Sinking fund liability

Due to parent company
Fund in trust

Borrowings

Tax payable

Deferred tax liability

TOTAL LIABILITIES
CAPITAL AND RESERVES
Share capital

Retained earnings

Total Equity

Total Liability and Equity

Notes

71
7.2
7.3

11
12
13

14
11
15
16
17
18

18.1

20
21

2016
#'000

265,487
2,256,361
85,752
96,052
48,491
11,622
1,469
11,774

5,235

2.782,243

156,778
1,469
802
937,590
746,592
55,602

1,111

1,899,944

440,000
442,299

882,299

2,782,243

2015
#&'000

312,209
1,240,674
85,752
100,523
130,421
57,683
1,522
7,741
7.152

1.843 676

135,742
1,522
8,498

436,720

605,556

15,120
678

1,203,836
440,000
289,840
739,840

1,943 676

The financial statements were approved by the Board of Directors on 2 March 2017 and signed on its behalf by:

Mr. Oye Hassan-Odukale
Chairman
FRC/2013/IODN/00000001963

Mr. Odesola Olukayode
Chief Finance Officer
FRC/2013/ICAN/00000003824

el

Mola T

|ef Executive Officer
FRC/2013/CISN/00000004036

The accompanying notes and significant accounting policies form an integral part of these financial statements.



LEADWAY CAPITAL AND TRUSTS LIKITED

STATENMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2016

2016 2015
Kotes =000 =000

Ravenue 22 493,610 306,378
Other Income 23 33,038 20,637
Totel revenue : 531,649 327,015
Management expenses 24 {38,480) (39,117)
Financial charges 27 {155,829) {36,819)
Net impairmient loss on financial assets 28 {39,785} {104,586)
Personne! expenses 29 {57,127} (49,548)
Toia! expense {291,221) {220,370y
Profit before tax 240,428 96,645
Taxation 18.2 {54,115} {12,152}
Profit after tax 186,313 84,483
Other comprehensive income
Revaluation gain - -
Total comprehensive income net of tax 186,313 84,483
Earning per share . 42 198

The accompanying nctes and significant accounting policies form an integral part of these financial statements.



LEADWAY CAPITAL AND TRUSTS LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEVMBER 2016

Balance at 31 December 2015

Change in equity for 2015:
Profit for the year

Total comprehensive income for the year
Dividend paid during the year

Balance at 31 December 2015

Balance at 1 January 2016

Change in equity for 2016
Profit for the year

Total comprehensive income for the year
Revaluation gain/{l.ose)
Dividend paid during the year

Balance at 31 December 2016

Note

Issued Fair
share Retained value
capital earnings reserve Total
N'000 N'0DO N'0Q0
440,000 268,147 - 708,147
- 54,493 - 84,493
- 84,493 - 84,493
{52,800} - {52,800}
440,600 299 840 - 739,840
440,000 299,840 - 739,840
- 185,313 - 186,313
- 186,313 - 186,313
- (43,854) - {43,854)
440,000 442,299 - 882,240




LEADWAY CAPITAL AND TRUSTS LIMITED

STATEMENT OF CASH FLLOWS
FOR THE YEAR ENDED 31 DECEMBER 2016

2016 2015
Notes §'000 ='000

Profit after tax 186,313 84,493
Adjustments for:
Depreciation of property, plant and equipment 13 2,058 2,090
Amortisation of intangible assets 12 1,168 7,011
Fair value loss through profit or loss 4,469 21,216
Income tax expense 18 54,115 12,152
Finance cost 27 155,828 36,819
Interest income (369,687} {155,376}

34,265 8,405
Changes in:
Loans and advances to customers (1,015,687} (796,745)
Finance lease receivables 81,930 103,908
Trade and other receivables 46,061 (14,401)
Due to related company (7,696} 26,937
Creditors and accruals 21,035 (22,777)
Cash generated from operating activities (874,357} (703,080}
Income fax paid {13,200) (33,403)
Net cash used in operating activities (853,292) {728,078}
Cash flows from investing activities
Acquisition of property and equipment {141) (626)
Acquisition of intangible assets (5,201) {3,233)
Interest received 369,687 155,376
Net cash from investing activities 364,345 154,517
Cash flows from financing activities
Dividends paid {43,854} {52,800}
Bosrowings 141,036 490,453
Funds-in-trust repaid 500,870 29,262
Finance ¢ost 27 {155,829} (35,818)
Net cash from financing activities 442,223 430,096
Net decrease in cash and cash equivalents (46,722) {146,464)
Cash and cash equivalents at 1 January 312,208 458,673
Cash and cash eguivalents at 31 Decembear 8 265,487 312,209

The accompanying netes and significant accounting policies form an integral part of these financial statements.



LEADWAY CAPITAL AND TRUSTS LIMITED

NQOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

1
1.1

1.2

2.2

2.3

2341

The Company

Legal form

The Company Leadway Capital and Trusts Limited ("Leadway Capital” or the Company) is a private
limited liability company domiciled in Nigeria. The address of the company's registered office is 121/123
Western Avenue, Iponri, Surutere, Lagos.

Principal activities

The company is principally engaged in the business of providing Trust Management, Investment
Management and related financial services to its customers. Such services include provision of loans
and advances to both corporate and individual cusiomers by way of commercial loans or lease,

Basis of preparation

The Company's financiat statements for the year ended 31 December 2016 have been prepared in
accordance with International Financial Reporting Standards (IFRS3s} as issued by the International
Accounting Standards Board (IASB). Additional information required by Companies and Allied Matiers
Act (CAMA)} has been included where appropriate.

The financial statements comprise of the statement of comprehensive income, the statement of
financial position, the statement of changes in equity, the statement of cash flows and the notes to the
financial statements.

Basis of measurement
The financial statements have been prepared in accordance with the going concern principle under the
historical cast convention, except for financial assets(liabilities) and measured at fair value.

The financial statements are presented in Nigerian Naira, which is the Company's functional currency.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. [{ also requires management to exércise its judgment in the process of applying
the Company's accouniing policies. Changes in assumptions may have a significant impact on the
financiat siatements in the pericd the assumpticns changed. Management believes that the underlying
assumplions are appropriate and that the Company's financial sfatements therefore present the
financial position and results fairly.

New standards, amendments and interpretations issued but not effective for the financial year
beginning 1 January 2011 and not early adopted

IFRS 9 ‘Financial instruments’

This addresses the classification, measurement and recognition of financial assets and financial
liabilities. IFRS 9 was issued in November 2009 and October 2010. 1t replaces the parts of IAS 39 that
relate to the classification and measurement of financial instruments. IFRS 2 requires financial assets to
be classified into two measurement categories: those measured as at fair value and those measurad at
amortised cost. The determination is made at initial recognition. The classification depends on the
entity's business model for managing its financial instruments and the coniractual cash flow
characteristics of the instrument. For financial liabilities, the standard retains most of the IAS 39
reqguirements. The main change is that, in cases where the fair value option is faken for financial
liabilities, the part of a fair value change due to an enfity's own credit risk is recorded in other
comprehensive income rather than the income statement, unless this creates an accounting mismatch.
The entity is yet to assess IFRS 9's full impact and intends to adopt IFRS 9 no later than the accounting
period beginning on or after 1 January 2016, '



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

2.4

2.4.1

3.1
3.1.1

313

3.2
3.2.1

3.2.2

Summary of Standards and Interpretations effective for the first time in December 2011

IFRS 12 Bisclosure of interests in other entities
IFRS 12 sets out requirements for disclosure of information of the nature of, and risks associated with,
interests in other entities and the effects of those interests on its financial statementis.

Summary of significant policies

Intangible assets

Intangible assets acquired separately
Intangible assets acquired separately are shown at historical cost less accumulated amortization and
impairment losses.

Amortization is charged to profif or loss on a straight-line basis over the estimated useful lives of the
intangible assetf unless such lives are indefinite. These charges are included in other expenses in profit
or loss. Intangible assets with an indefinite usefu! life are tested for impairment annually.

Amortization periods and methods are reviewed annually and adjusted if appropriate.
Computer software useful life is Syears.

Intangible assets

Expenditures on research or on the research phase of an internal project are recognised as an expense
when incurred, The intangible assets arising from the development phase of an internal project are
recognised if, and only if, the following conditions apply:

it is technically feasible to complete the asset for use by the Company

the company has the intention of completing the asset for either use or resale

the company has the ability to either use or seil the asset

it is possible to estimate how ihe asseti will generate income

the company has adequate financial, technical and other rescurces todevelop and use the asset; and
the expenditure incurred {0 develop the asset is measurabie.

b

if no intangible asset can be recognised based on the above, then development costsare recognised in
profit and loss in the peried in which they are incurred.

Subsequent expenditure
Subsequent expenditure on intangible assets is capitalised only when it increases the future economic
benefite embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.

Property, plant and equipment

Recognition and measurement
Praperty, plant and equipment comprise land and building and other tangible assets owned by the
company.

All property, plant and equipment assets are siated at cost less accumulated depreciation less
accumulated impairment losses. Historical cost includes expenditure that is directly attributable fo the
acquisition of the items. Cost may also inchude transfers from equity of any gainsflosses on qualifying
cash flow hedges of foreign currency purchases of property, plant and equipment.

Subsequent cosis

Subsequent costs are included in the assef's camrying amount or recognised &as a separate asset, as
appropriate, only when it is probable that future economic benefits asseciated with the ifem will flow {o
the Company and the cost of the ifem can be measured reliably. All other repairs and maintenance are
charged to the income statement during the financial period in which they are incurred.



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

3.23

3.24

3.25

3.3

3.4

34.1

Bepreciation of property, plant and equipment

Depreciation is charged on items of property, plant and equipment immediately they are ready for use.
Depreciation on property, plant and equipment is calculated using the straight-line method to allccate
their cost to their residual values over their estimated useful lives, as follows:

Furniture and fittings - 20%
Equipment - 33"1%
Plant and kachinery - 25%
Motor Vehicle - 20%

The assets’ residual vaiues and useful lives are reviewed at the end of each reporing period and
adjusted if appropriate. An asset's carrying amount is written down immediately to its recoverable
amount if the asset's carrying amount is greater than its estimated recoverable value.

De-recognition of property, plant and equipment

An item of property and equipment is derecognised on disposal or when no future economic benefiis
are expected from ifs use or disposal. Any gain or ioss arising on de-recognition of the asset (calculated
as the difference hetween the net disposal proceeds and the carrying amount of the asset) is included
in income statement in the year the asset is derecognised,

Reclassification to investment property

When the use of a propenty changes from owner-occupier {¢ investment properiy, the property is re-
measured to fair value and reclassified as investment property. Any gain arising on re-measurernent is
recognized in profit or loss fo the extent that it reverses a previous impairment loss on the specific
property, with any remaining recognized in other comprehensive income and presented in the
revaluation reserve in equity. Any loss is recognized immedizately In the income statement.

Impairment of tangible and intangible assets, excluding goodwiil

The Company assesses annually whether there is any indication that any of its assets have been
impaired. If such indication exists, the asset's recoverable amount is estimated and compared to ifs
carrying value. Where it is impossible to estimate the recoverable amount of an individual asset, the
Company estimates the recoverable amount of the smallest cash-generating unit to which the asset is
allocated. If the recoverable amount of an asset (or cash-generating unit) is estimated to be lass than
its carrying amount an impairment loss is recognized immediately in profit or loss, unless the asset is
carried at a revalued amouni, in which case the impairment loss is recognized as revaluation decrease.

Financial instruments

Financial instruments carried at state of financizal position date include the loans and receivables, cash
and cash equivalents and borrowings. Financial insiruments are recognised initially at fair value plus, for
instruments not at fair value through profit or loss, any directly atiributable fransaction cosis.
Subsequent to initial recognition financial instruments are measured as described below.

Financial assets

The Company classifies its financial assets into the following categoeries: at fair value through profit or
toss, loans and receivables, beld to maturity and available for sale. The classification is determined by
management at initial recognition and depends on the purpose for which the investments were
acquired.

10



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

3.4.1.1 Classifications
a. Financial assets at fair value through profit or Joss
This category has two sub-categories: financial assets held for trading and those designated at fair
value through profit or loss at inception.

A financial assei is classified into the ‘financial assets at fair value through profit or loss’ category at
inception i acquired principaily for the purpose of selling in the short term, if it forms part of a
porifolio of financial assets in which there is evidence of shori-term profit-taking, or if so designated
by management. Derivatives are also classified as held for trading unless they are designated as
hedges.

Financial assets designaied at fair value through profit or loss at inception are those that are:

Held in internat funds to match insurance and investment contracts liabilities that are linked to the
changes in fair value of these assets. The designation of these assets {o be at fair value through
profit or loss efiminates or significantly reduces a measurement or recognition inconsistency
(scmetimes referred to as 'an accounting rismatch’) that would otherwise arise from measuring
assets or labilities or recognizing the gains and losses on them on different bases. Information about
these financial assets is provided internally on a fair value basis to the Company’'s key management
personnel. The Company's investment strategy is to invest in equity and debt securities and to
evaluate them with reference to their fair vaiues. Assets that are part of these porifolios are
designated upon initial recognition at fair value through profit or loss.

b. Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market cther than those that the Company intends o sell in the short term
or that it has designated as af fair value through profit or loss or available for sale.

¢. Held-to-maturity financial assets
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturities that the Company's management has the posifive intention and ability fo hold to
maturity, other than:
* those that the Company upon initial recognition designates at fair value through profit or loss.
= those that the Company designates as available for sale; and.
+ those that meet the definifion of loans and receivables.

interests on held-te-maturity investmenis are included in the income statement and are reported as
‘Interest and similar incoms'. In the case of an impairment, it is been reperted as a deduction from
the carrying value of the investment and recognised in the income statement as ‘Net gains/{losses)
on investrment securities’.

d. Available-for-sale financiaf assets
Available-for-sale invesiments are financial assets that are iniended o be held for an indefinite
period of time, which may be sold in response to needs for liquidity or changes in interest rates,
exchange rates or equity prices or that are not classified as loans and receivables, held-to-maturity
investments or financial assets at fair value through profit or ioss.

3.4.1.2 Recognition and measurement

Regular-way purchases and sales of financial assets are recognized on frade-date — the date on which
the Company commits to purchase or sell the asset.

Financial assets are initially recegnized at fair value plus, in the case of all financial assets not carried at
falr value through profit or loss, fransaction costs that are directly attributable to their acquisition.
Financial assets carried at fair value through profit or losses are initially recognized at fair value, and
transaction costs are expensed in the income statement.

Financial assets are derecognized when the rights o receive cash fiows from thém have expired or
where they have been transferred and the Company has also transferred substantially all risks and
rewards of ownership.

"



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

Available-for-sale financial assets and financial assets at fair value through profit or loss are
subseguently carried at fair value. Loans and receivables and held-to- maturity financial assets are
carried at amortised cost using the effective interest rate method.

Gains and losses ariging from changes in the fair value of the ‘financial assets at fair value through
profit or loss' category are included in the income statement in the period in which they arise. Dividend
income from financial assets at fair value through profit or loss is recognised in the income statement as
part of other income when the Company’s right to recelve payments is established. Changes in the fair
value of monetary and non-monetary securities classified as available for sale are recognised in other
comprehensive income.

When securities classified as available for sale are sold or impaired, the accumulated fair value
adjustments recognized in other comprehensive income are included in the income statement as net
realised gains on financial assets,

Interest on available-for-sale securities calculated using the effective interest rate method is recognised
in the income siatement. Dividends on available-for-sale equity instruments are recognised in the
ingcome statement when the Company's right io receive payments is established. Both are included in
the investment income line.

For financial instruments traded in active markets, the determination of fair values of financial assets
and financial liabilities is based on quoted market prices or dealer price quotations, This includes listed
equity securities and quoted debt instruments an major exchanges.

3.4.1.3 Reclassifications

3.4.2

Financial assets other than loans and receivables are permitted to be reclassified out of the held-for-
frading category only in rare circumstances arising from a single event that is unusual and highly
unlikely to recur in the near-ferm. in addition, the Cempany may choose to reclassify financial asseis
that would meet the definition of loans and receivables out of the held-for-trading or available-for-sale
categories if the Company has the intention and ability to hold these financial assets for the foreseeable
future or untit maturity at the date of reclassification.

Reclassifications are made at fair value as of the reclassification date. Fair vaiue becomes the new cost
or amortised cost as applicable, and no reversals of fair value gains or losses recorded before
reclassification date are subsequently made. Effective interest rates for financial assets reclassified o
loans and receivables and held-to-maturity categories are determined at the reclassification date.
Further increases in estimates of cash flows adjust effeciive interest rates prospeclively.

Impairment of financial assets
* Financial asseis carried at amortised cost
The Company assesses at each end of the reporting period whether there is objective evidence that
a financial asset or company of financial assets is impaired, A financial asset is impaired and
impairment losses are incurred only if there is ohieclive evidence of impairment as a result of ocne or
mare events that have occurred after the initial recognition of the asset (a ‘loss event’) and that loss
event {or events} has an impact on the estimated future cash flows of the financial asset or company
of financial asseis that can be reliably estimated. Objective evidence that a financial asset is
impaired includes chservable data that comes {fo the attention of the Company about the following
events:
+ Significant financial difficully of the issuer or debter;
+ A breach of contract, such as a default or delinquency in payments;
+ |t becoming probable that the issuer or debtor will enter bankruptcy or other financial
+ The disappearance of an active market for that financial asset because of financial difficulties; or
Observable data indicating that there is 2 measurable decrease in the estimated future cash flow
from a company of financial assets since the initial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the Company, including:
- adverse changes in the payment status of issuers or debtors in the Company; or
- national or lecal economic conditions that correlate with defauits on the assets in the Company.
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LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

3.4.3

The Gompany first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant. If the Company determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, it includes the
asset in a company of financial assets with similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for impairment and for which an impairment
loss is or continues to be recognised are not included in a colleciive assessment of impairment.

If there is objective evidence that an impairment loss hias been incwred on loans and receivables or
held-to-maturity investments carried at amortised cost, the amount of {he loss is measured as the
difference between the asset's carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have been incurred) discounted at the financial agset's original
effective interest rate. The carrying amount of the asset is reduced through the use of an allowance
account, and the amount of the loss is recognised in the income statement. If a held-te maturity
invastment or a loan has a variable interest rate, the discount rate for measuring any impairment loss is
the current effective interest rate determined under contract. As a praciical expedient, the Company
may measure impairment on the basis of an instrument’s fair value using an observable market price.

For the purpese of a coliective evaluation of impairment, financial assets are computed on the basis of
similar credit risk characteristics (that is, on the basis of the Company’s grading process that considers
asset type, industry, geographical focation, past-due status and other relevant factors). Those
characteristics are relevant to the estimation of future cash flows for company's of such assets by being
indicative of the issuer's ability to pay all amounts due under the contractual terms of the debt
instrurnent being evaluated.

If in a subsequent pericd, the amount of the impairment loss decreases and the decrease can be
related objectively to an event ocourring after the impairment was recegnised (such as improved credit
rating), the previcusly recognized impairment loss is reversed by adjusting the allowance account. The
amount of the reversal is recognised in the income statement.

Assets classified as available for sale

The Company assesses at each date of the statement of financial position whether there is objective
evidence that 2 financial asset or a company of financial assets is impaired. In the case of equity
investments classified as available for sale, a significant or prolonged decline in the fair value of the
security below its cost is an objective evidence of impairment resulting in the recognition of an
impairment loss. In this respect, a decline of 20% or mare is regarded as significant, and a period of 12
months or longer is considered to be protonged. If any such quantitative evidence exists for available-for-
salé financial assets, the asset is considered for impairment, taking qualitative evidence infe account.

The cumulative loss — measured as the difference between the acquisition cost and the current fair
value, less any impairment loss on that financial asset previously recognised in profit or loss — is
removed from equity and recognised in the income statement. Impairment losses recognised in the
income statement on equity instruments are not reversed through the income statement. If in a
subsequent period the fair value of a debt instrument classified as available for sale increases and the
increase can be objectively related to an event occurring after the impairment loss was recognised in
profit or loss, the impairment loss is reversed through the income statement.

Financial Liabilities

The company's financial liabilities at statement of financial position date include 'Borrowings’, and
‘Funds in Trust. These financial liabiliies are subsequently measured at amortised cost using the
effective interest rate method. Financial lizbilities are included in current liakilities uniess the company
has an unconditional right to defer settlement of the liability for at least 12 months afier the statement of
financial position date.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

3.4.3.1 Interest bearing borrowings

Barrowings, inclusive of transaction costs, are recognised initially at fair value. Borrowings are
subsequently stated at amortised costs using the effective interest rate methed; any difference between
proceeds and the redemption value is recognised in the income statement over the pericd of the
barrowing using the effective interest rate method. Borrowings are classified as current liabilities unless
the company has an unconditional right to defer settiement of the liability for at least 12 months afier the
statement of financial position date.

3.4.3.2 Trust and managed funds

3.5

3.6

3.7

3.8

3.9

Trust and managed funds represents cash deposit made by custemers. Customers' deposits are
accounted for at cost and accrued interest. Investments purchased with the funds and the related
receipts and payments are deposit accounted in the statement of financial position in line with financiat
instrurments.

Offsetting financial instruments

Financial assets and liabifities are offset and the net amount reported in the balance sheet only when
there is a legally enforceable right to offset the recognised amounts and there is an intention to setile on
a net basis, or to realise the asset and setile the liability simultaneously.

Trade and other receivables

Trade receivables are amount due from customers for services performed in the ordinary course of
business. If collection of trade and other receivables is expected in one year or less (or in the normal
operating cycle of the business if longer}, they are classified as current assets, if not they are presented
as non-current assels. Where the potential impact of discounting future cash receipts over the short
credit period is not considered o be materigl, trade receivables are stated at their original invoiced
value. These receivables are reduced by appropriate aliowances for estimated irrecoverable amounts.

Cash and cash equivalents

Cash equivalents comprises shori-ferm, highly liquid investments that are readily convertible into known
amounts of cash and which are subject fo an insignificant risk of changes in value. An investment with a
maturity of three months or [ess is normally classifled as being short-term.

Trade an« other Payables

Trade payables are obligations to pay for services that have been acquired in the ordinary course of
business. Accounts payable are classified as current liabilities if payment is due with one year or less. If
not, they are presented as non-current liabilities.

Trade and other payables are stated at their original invoiced value, as the interest that would be
recognised from discounting future cash payments over the short payment period is not considered to
be material.

Sale and repurchase agreements

Securities sold subject to repurchase agreements {repos) remain on the statement of financial position;
the counterparty liabilily is included in deposits by banks, or cusiomer accounts, as appropriate.
Securities purchased under agreements to resell (reverse repos) are recorded as loans and advances
te other banks or customers, as appropriate. The difference between sale and repurchase price is
treated as interest and accrued over the life of the agreements using the effective interest method.

Securities lent to counterparties are also retained in the financial statements. Securities borrowed are

not recegnised in the financial statements, unless these are sold to third parlies, in which case the
purchase and sale are recorded with the gain or loss included in trading income.

14



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

3.10

3.1

311

Nz

3413

3.12

3121

3.12.2

Equity instruments

Equity instruments issuad by the company are recorded at the value of proceeds received, net of costs
directly attributabie to the issue of the instruments. Shares are classified as squity when there is no
obligation to transfer cash or other assets. Incremental costs directly attributable fo the issue of equity
instruments are shown in equity as a deduction from the proceeds, net of tax.

Where any Company purchases the Company's equity share capital (treasury shares), the
consideration paid, including any directly atiributable incremental costs (net of income taxes), is
deducted from equity atiributable to the Company's equity holders. Where such shares are
subsequently sold, reissued or otherwise disposed of, any consideration received is included in equity
attributable to the Company's equity holders, net of any directly attributable incremental iransaction
costs and the related income tax effects.

Employee benefits

Define contribution plan

The Company runs a defined coniribution plan. A defined contribution plan is a pension plan under
which the Company pays fixed contributions into 2 separaie entity. The Company has no legal or
constructive obligations to pay further contributions if the fund does not held sufficient assets to pay all
employees the benefits relating to employee service in the current and prior periods.

Under the defined contribution plans, the Company pays confributions {o publicly or privately
administered pension plans on a mandatory, contractual or voluntary basis. The Company has no
further payment obligations ance the contributions have been paid. The contributions are recognised as
employee benefit expenses when they are due. Prepaid contributions are recognised as an asset {o the
exient that a cash refund or a reduction in the future payments is available.

Termination benefits

Termination benefit are recognized as an expense when the company is demonsirably committed
without realistic possible withdrawai | to a formal detail plan fo either terminate employment before the
normal retirement date, or to provide fermination benefits as a result of an offer made to encourage
voluntary redundancy. Termination benefit for voluntary redundancies is recognized as expenses if the
company has made an offer of voluntary redundancy and it is probable that the offer will be accepted,
and the number of acceptances can be estimated refiably. If the benefits are payable more ihan 12
months afier the reporting date, then they are discounted 1o their present value.

Short term employee benefits

These are measured on an undiscounted basis and are expensed as the related service is provided. A
liabitity is recognized for the amount expected {o be paid under short term cash bonus or profit sharing
plans if the company has a present fegal or constructive obligation to pay this amount as a resuit of past
service provided by the employee, and the obligation can be estimated reliably,

Revenue recognition

Investment income
investment income comprise interest income earned on short term deposits, rental income, dividends,
rent receivable, movement in amortized cost on debt securities and cther loan and receivables, realized

gains and losses, and unrealized gains and losses on fair value assets. It is accounted for on accrual
basis.

Interest income

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through
the expected life of the financial asset to the asseis carrying amount,
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3.12.3

3124

312.5

313

3.1341

3.13.2

Rental income
Rental income is recognized on an accrual basis.

Realised gains and losses
The realized gains or losses on the disposal of an investment is the difference between proceeds
received net of transaction costs and its originat or amortised costs as appropriate.

Bividend income

Dividend is recognized as earned when the quoted price of the related security is adjusted to reflect the
value of the dividend and is stated at net of withholding tax. Scrip dividend is recognized on the basis of
the market value of the shares on the date they are guoted.

Leases

The determination of whether an arrangement is a lease or contains a lease is based on the substance
of the arrangement at the inception date and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right
to use the asset, even if that right is not explicitly specified in an arrangement.

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

As Lessor

Operating leases

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant
lease. Any balloon payments and rent free periods are taken into account when determining the straight:
line charge.

Finance Leases

When assels are leased out under a finance lease, the present value of the lease payments is
recognized as a receivable. The difference between the gross receivable and the present value of the
lease payments is recognized as unearmed finance income. Lease income is recognized over the term
of the lease using the net investment methad, which reflects a constant periodic rate of refumn.

Impairment of lease receivable

A provision for impairment is established if there is objective evidence that the Company will not be able
to collect alt amounts due. The amount of the provision is the difference between the carrying amount
and the recoverable amount, being the present value of expected cash flows, including amounts
recoverable from guarantees and collateral, discounted based on the effective interest rate implicit at
the incepticn of the contract.

As Lessee

Finance leases

Assets held under finance leases are recognised as assets of the Company at the fair vaiue at the
inception of the lease or if lower, at the present value of the minimum lease paymenis. The related
fiability to the lessor is included in the statement of financial position as a finance lease obligation.

Lease payments are apportioned between interest expenses and capital redermption of the liability,
Interest is recognised immediately in profit or loss, unless attributable to qualifying assets, in which case
they are capitaiised to the cost of those assets.

Contingent rentals are recognised as expenses in the periods in which they are incurred.
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3.14

3144

3.14.2

3.143

3.14.4

3.145

Operating leases

Operating lease payments are recognised as an expense con a straight-line basis over the lease term,
except if another systematic basis is more representative of the time pattern in which economic benefits
wilt flow to the Company.

Contingent rentals arising under operating leases are recognised in the period in which they are incurred
Taxation

Income Taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to items recognised in other comprehensive income or
directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in
equiity, respectively.

The current income tax charge is calculated at 30% based on the tax laws enacted or substantively
enacled at the end of the reporting period in Nigeria. Management periodically evaluates positions
taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation and establishes provisions where appropriate.

Deferred Taxation

Deferred income tax is recognised, using the liability methed, on terporary differences arising between
the tax bases of asseis and liabilities and their carrying amounts in the financial statements. However, if
the defefred income tax arises from initial recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxabile
profit(loss), it is not accounted for. Deferred income tax is determined using tax rates (and laws) that
have been enacied or substantively enacted by the end of the reporting period and are expected to
apply when the related deferred income tax asset is realised or the deferred income tax liability is
settled.

Deferred income tax assels are recognised to the extent that it is probable that future taxable profit wiil
be available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a fegally enforceabie right to offset
current tax assets against current tax liabilities and when the deferred income laxes asseis and
liabitities relate to income taxes tevied by the same taxation authority on either the taxable entity or
different taxable entities where there is an intention to settie the balances on a net basis.

The tax effects of carry-forwards of unused losses or unused tax credits are recognised as an asset
when it is probable that future taxable profits wifl be available against which these losses can be utilised.

Value added tax

Non-recoverable VAT paid in respect of an item of non capital nature is written off o Statement of
Comprehensive Income. Mon-recoverable VAT paid in respect of fixed assets is capitalized as part of
the cost of the fixed assets.

Withholding tax
The withholding tax credit is set off against income tax payable. Tax credits, which are considered
irrecoverable, are written off as pan of the tax charge for the year.

Capital gains tax
Capital gains tax is included in the tax expense for the period to which it relates.
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3.15

3.16
3.16.1

3.47
3171

3.17.2

3.18

Provisions

Provisions are recognized when the Company has a presented obligation (fegal or constructive) as a
result of a past event, it is probable that the Company wili be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required fo setlle the
present obligation at the end of the raporting period, iaking into account the risks and uncertainties
surrounding the abligation.

Restructuring provisions
A provision for restructuring is recognized when the company has approved a formal detaif restructuring
plan, and the restructuring either has commenced or has been announced publicly. Future operating
losses are not provided for.

Onerous contracts

Provision for onerous contracts is recognized when the expected benefit to be derived by the company
fram a contract are lower than the unavoidable costs of meeting its obligation under the contract. The
provision is measured at the present value of the lower of the expected costs of terminating the contract
and the expected net cost of continuing with the contract.

Foreign currencies

Foreign currency transactions

Transactions in foreign currencies are recorded in Nigerian Naira at the rates of exchange prevailing at
the date of the transaction. Monetary items denominated in foreign currencies are retranslated at the
exchange rates applying at the reporiing date. Nonmonetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value
was determined.

Nen-monetary items that are measured In terms of historical cost in a foreign currency are not
retranslated. Exchange differences are recognized in profit or loss in the period in which they arise
except for:

» Exchange differences on foreign currency borrowings which are regarded as adjusiments to interest
costs, where those interest costs qualify for capitalization to assets under construction.

* Exchange differences on transactions entered into to hedge foreign currency risks.

s Exchange differences on Ioans to or form a foreign operation for which settlement is neither planned
nor likely to cceur and therefore forms part of the net investment in the foreign operation, which are
recognized initially in other comprehensive income and reclassified from equity to profit or loss on
disposal or partial disposal of the net investment.

Share capital and reserves

Share capital
The company classifies ordinary shares and share premium as equity when there is no obligation to
transfer cash or other assets.

Dividend on ordinary shares
Dividends are recognized in equity in the period in which they are paid. Dividends proposed by the
Directors’ but not yet approved by Shareholders are only disclosed in the financiat statements.

Earnings per share

The Comipany presents basic earnings per share for its ordinary shares. Basic eamings per share are
calculated by dividing the profit attributable to ordinary shareholders of the Company by the number of
shares cuistanding during the year.

Diluted earnings per share is determined by dividing the profit or loss attributable to ordinary
sharehelders by the weighted average number of ordinary shares adjusted for the bonus shares
issued.
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4,

4a

Critical judgment in applying the Company’s accounting policies

The Company makes estimate and assumption about the future that affects the reported amounts of
assets and liahililies. Estimates and judgment are continually evaluated and based on historical
experience and other factors, including expectation of future events that are believed to be reasonabte
under the circumstances. in the future, actual experience may differ from these estimates and
assumption.

The effect of a change in an accounting estimate is recognized prospectively by including it in the
comprehensive income in the period of the change if the change affects that period only or in the period
of change and future period, if the change affects both.

The estimates and assumptions that have significant risks of causing material adjustment {o the
carrying amount of asset and liabilities within the next financial are discussed below:

Impairment of available-for-sale equity financial assels

The Company determines that available-for-sale equity financial assets are impaired when there has
been a significant or prolonged decline in the fair value below its cost. This determination of what is
significant or prolonged requires judgment. In making this judgment, the Company evaluates among
other factors, the normal volatility in share price, the financial health of the invesiee, industry and sector
performance, changes in technofogy, and operational and financing cash flow. Impairment may be
appropriate when there is evidence of deterioration in the financial health of the investee, industry and
sector performance, changes in technology, and financing and operational cash flows.

The fair value of financial instruments where no active markei exists or where quoted prices are not
otherwise available are determined by using valuation techniques. In these cases the fair values are
estimated from observable data in respect of similar financial instruments or using models. Where
market observable inputs are not available, they are estimated based on appropriate assumptions.
Where vatuation technigues (for example, madels) are used to determine fair values, they are validated
and periodicaily reviewed by qualified personnel independent of those that sourced them.

All models are certified before they are used and models are calibrated to ensure that outpuis reflect
actual data and comparative market prices. To the extent practical, models use only observable data;
however, areas such as credit risk {both own credit risk and counterparty risk), volatilities and
correlations reqguire management to make estimates.

Changes in assumptions about these factors could affect the reported fair value of financial instruments.

Risk Management Framework

The Company adopts the risk management framework of the parent company- Leadway Assurance.
The primary objective of Leadway's Enterprise risk management framework is to protect the company's
stakeholders from events that hinder the sustainable achievement of financial performance objectives,
including failing to exploit opportunities. Key management recognises the critical importance of having
efficient and effective risk management systems in place.

The Leadway Cempany has established a risk management function with clear terms of reference from
the board of Directors, its committees and the executive management commitiees. This is
supplemenied with a clear organizational structure with documented delegated authorities and
responsibilities from the board of directers to executive management committees and senior managers.
tastly, the Internal Audit unit provides independent and chiective assurance on the robusiness of the
risk management framework, and the appropriateness and effectiveness of internal controls.

L eadway Capital's principal significant risks are assessed and mitigated under three broad headings:
Strategic risks — This specifically focused on the economic environment, the producis offered and
market. The strategic risks arise from a Company's ability to make apprepriate decisions or implement
appropriate business plans, strategies, decision making , resource allocation and its inablity to adapt to
changes in its business environment.

Operational risks — These are risks associated with inadequate or failed internal processes, people
and systems, or from axternal events.
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5.1

5.2

Financial risks — Risk associated with the financial operation of the company, including capital
management, investments, liguidity and credit.

The board of directors approves the company's risk management policies and meets regularly to
approve any commmercial, regulatery and organizational requirements of such policies. These policies
define the company's identification of risk and its interpretation, limit structure to ensure the appropriate
quality and diversification of assets, align underwriting and reinsurance strategy to the corporate goals,
and specify reporting requirements.

Strategic risks

Capital Management Policies, Objectives and Approach

The following capital management objectives, policies and appreach o managing the risks which affect
its capital position are adopted by Leadway Capitat:

- To maintain the required level of financial stability thereby providing a degree of security fo
policyhaiders.

- To aliocate capital efficiently and support the development of business by ensuring that retums on
capital employed mieet the requirements of its capital providers and of its shareholders.

- To retain financial flexibility by maintaining strong liquidity and access {o a range of capital markets.

- To align the profile of assets and liabilities taking account of risks inherent in the business.

- To maintain financial strength {o support new business growth and to satisfy the requirements of the
regulators and stakeholders.

Leadway Capital 's operations are also subject to regulatory requirements within Nigeria in which it
operates. In addition returns must be submitted to SEC on a regular basis.

Approach to capital management
The Company seeks to optimise the structure and sources of capital to ensure that it consistenily
maximises returns {o the shareholders and customers.

The Company's approach to managing capital invoives managing assets, liabilities and risks in a
coordinated way, assessing shortfalls between reported and required capital fevel on-a regular basis.

The Company's primary source of capital used is equity shareholders’ funds and barrowings.
There has been no significant changes to its capital structure during the past year from previous years.

Operational risks

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the company’'s processes, personnel, technology and infrastructure, and from external factors other
than credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour. Operational risks arise from alf of the company's
operations.

The Company's objective is to manage operational risk so as to balance the avoidance of financial

losses and damage to the company's reputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity.
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5.3

5.341

5.3.2

53.3

The primary responsibility for the development and implementation of conirals to address operational
risk Is assigned fo senior management within each unit. This responsibility is supported by the
development of operational standards for the management of operationai risk in the following areas:

- requirments for appropriate segregation of duties, including independent authorisation of transactions
- requirements for the reconciliation and monitoing of transactions.

- compliance with regulatory and other legal requirementis.

- docurmentataicn of controls and procedures.

- training and professional development.

- Ethical and business standards.

Financial Risks

The Company has exposure to the folfowing risks from financial instruments:
- Credit risks

- Liquidity risks

- Market risks

Credit risks

Credit risks arise from a counterparty's inability to fully meet its on and/ off- balances sheet contractuat
cbligations. Exposure to this risk results from financial transactions with a counter parly including
issuer, debfor, investee, borrower.

The Company has policies in place to mitigate its credit risks.

The Company credit policy sets out the assessment and determination of what constitutes credit risk for
the company. Compliance with the policy is monitored and exposures and breaches are reported to the
company's risk committee. The policy is regularly reviewed for pertinence and for changes in the risk
environment.

The carrying amount of the Company's financial instruments represents the maximum exposure to
credit risk.

Liquidity risks
Liquidity risk is the risk that an entity witl encounter difficulty in meeting cbligations associated with
financial instrumentis,

The Company employs policies and procedures fo mitigate the if's exposure to liquidity risk:

Market risks

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises three types of risk: foreign exchange rates
{currency risk), market inferest rates (interest rate risk} and market prices {price risk}.

Currency risk
Currency risk is the risk that the fair value of fulure cash flows of a financial instrument will fluctuate

because of changes in foreign exchange rates.

The Campany’s principal transactions are carried out in Naira and its financial assets are primarily
denominated in the Naira and its exposure fo foreign exchange risk is minimal.
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5.4

Fair value determination
Fair value is the amount at which an asset or liability is exchanged between knowlegeable willing parties
in an arms length transaction.

The carrying values of the Company's financial assets and liabilities are a reasenable approximation of
fair values as at the applicable reporting periods.

Fair values of equity securities with active markets were derived with reference with their markets prices
as at the reporting period.

The board of directors approves the company’s risk management policies and meets regularly to
approve any commercial, regulatory and organizational requirements of such policies. These policies
define the company's identification of risk and its interpretation, limit structure to ensure the appropriate
quality and diversification of assets and specify reporting requirements.

a} Strategic Risks

Capital Management Policies, Objectives and Approach

The following capital management objectives, policies and approach to managing the risks which affect

its capital position are adopted by Leadway Capital:

* To maintain the required levet of financial stability thereby providing a degree of security to customers

* To allocate capital efficiently and support the development of business by ensuring that refurns on
capital employed meet the requirements of its capital providers and of its shareholders.

* To retain financial flexibility by maintaining strong liquidity and access to a range of capital markets.

* To align the profile of assets and liabilities taking account of risks inherent in the business.

* To maintain financiai strength to support new business growth and to satisfy the requirements of the
customers, requlators and other stakeholders.

Leadway Capital 's operations are also subject {o regulatory requirements within Nigeria in which it

operates. In addition annual returns must be submittad to SEC on a regular basis.

Approach to capital management
The Company seeks to optimise the structure and sources of capital to ensure that it consistently
maximises returns to the shareholders and customers.

The Company's approach to managing capital involves managing assets, liabilities and risks in a
ceordinated way, assessing shortfalls between reported and required capital level on a regular basis.

The Company's primary source of capital used by is equity shareholders’ funds and borrowings.

There has been no significant changes to its capital structure during the past year from previous years.
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b} Operational Risks

Operational rigk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the company's processes, parsonnel, iechnology and infrastructure, and from external faciors other than
credit, market and liquidity risks such as those arising from legal and regulatory reguirements and
generally accepted standards of corporate behaviour. Operational risks arise from all of the company's

operations.

The Company's objeclive is to manage operational risk so as to balance the avoidance of financial
losses and damage to the company's reputation with overall cost effectiveness and to avoid control

procedures that restrict initiative and creativity..

The primary respensibility for the development and implementation of controls to address operafional
risk is assigned to senior management within each unit. This responsibilily is supported by the
development of operational standards for the management of operationat risk in the following areas:

- requirments for appropriate segregation of duties, including independent authorisation: of transactions.

- requirements for the reconciliation and moniteing of transactions,
- compliance with regulatory and other legal requirements.

- documentataion of controls and procedures.

- fraining and professional development.

- ethical and business standards.

c) Financial risks

The Company has exposure to the foliowing risks from financial instruments:

¢ Credit risks
* |iquidity risks
* Market risks

6. Cash and cash equivalents

Cash in hand
Cash at bank
Short term placements

Short-term bank placements are made for varying pericds of between
one day and three months depending on the immediate cash
requirements of the Company. The carrving amounts disclosed above
reasonably approximate the fair value at the reporting date.

7. Financial assets
Loans and receivabies (Note 7.1)

Available for sale (Note 7.2)
Held for trading {Note 7.3)
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2016 2015

3000 N'000
20 10
150,363 69,460
115,104 242,739
265,487 312,200
2,266,361 1,240,674
85,752 85,752
96,052 100,523
2,438,165 1,426,949
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2016 2015
w000 #'000
7.4 Loans and receivable
Investment in loans include:
Staff toans 3,253 1,493
Commercial loans 308,594 276,057
Mongage Loans 61,505 68,058
Loans to annuitant 1,899,915 524,094
2,273,267 1,268,702
Less impairment (Note 7.1(i)} {16,906) (28,028)
2,256,361 1,240,674
7.H{i} The movement in impairment loss and advances during the year is as
follows:
Balance as at 1 January 29,028 31,637
Addition during the year 2,005 24,572
Write back during the year (14,427} (8,135)
Write off during the year - (19,048)
Balance as at 31 Decemiber 16,906 29,028

7.2 Available for sale:
Unquoted equity securities 85,752 85,752
Fair value gainfloss - -

85,752 85,752
Available for sale unguoted equily securities are measured at cost
because their fair value could not be reliably measured.
7.3 Held for Trading
Quoted equity securities:
Ordinary shares at cost 95,530 95,530
Fair value gains (Note 7.3a) 32,423 36,893
127,853 132,423
Provision for doubiful investments {31,901) {31,900)
96,052 100,523
7.3{a) Fair value gain on financial instruments Held for Trading
Balance as at 1 January 36,892 58,108
Fair value (loss)/ gain in the year {4,469) (21,216)
Balance as at 31 December 32,423 36,892

Provision doubtful investment represent provision for Starcom shares which has been considered to be
bad as a result of the delisting of the company by the Nigeria Stock Exchange Commission.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

8. Finance lease receivable
a} Investment in finance leases comprise of:
Gross investment in finance leases
Less: lmpairment (Note 8c¢)

b} The breakdown of gross investment in finance lease is as folllows:
Current portion
Non-current portion

The allowances for finance lease receivables were delermined on a
specific and a collective basis. Specific impairments were made
based on objective evidence of impairment of the finance lease
receivahle. The Company considers defaults on panrt of the lessee
who have long cuistanding paymenis and whether or not they are
adjudged to be in significant financial difficuity.

¢} The movement in allowance for doubiful accounts during the year
was as foltows:
Balance as at 1 January
Addition guring the year
Write back of impairment
Write off during the year

Balance as at 31 December

9, Trade and other receivables
Trusteeship fees receivable
Dividends receivable
Sundry debtors
Prepayments

Less: Impairment (Note 9a)

a) The movement in impairment during the year was as follows:
Balance as at 1 January
Addition during the year
Recovery on impairment

Balance as at 31 December
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2016 2015
N'000 =000
81,603 242,708
(33,112) (8,381)
48.491 234 327
6,856 45,369
74,747 89,584
81.603 134,953
4,522 8,381
30,508 -

. (2,384)
{1,918) (1,475)
33.112 4,522

6,343 47,243
313 313
4,235 12,734
1,170 -
12,061 50,290
{439) (2.607)

11.622

57 683

2,667 8,476
2,305 355
(4,973} (6.224)

439 2,607




LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

2016 2018
H'000 #0006
11.  Sinking fund
Sinking fund 1,469 1,522
This is sinking fund account apened with FSDH Merchant Bank fo facilitate the
payment fo bond holders of C&l Leasing 2012/2817 Bond.
12. [Intangible assets - Computer Software
Cost
At 1 January 28,513 25,280
Additions 5,201 3,233
At 31 December 33,714 28513
Accumulated amortization
At 1 January 20,772 13,761
Additions 1,168 7,011
At 31 December 21,940 20,772
Carrying amount 11,774 7.74%
13. Property, plant and equipment
Office Computers Furniture Motor
Equipment Hardware and Fittings Car Total
N’0D0 N000 N'O00 N’000 N’000
2016
Cost
At 1 January 1,529 1.821 6,466 10,500 20,316
Additions - - 141 - 141
At 31 December 1,529 1,821 6,607 10,500 20,457
Accumulated depreciation
At 1 January 1,205 1,568 5,720 4,671 13,164
Additions 108 143 316 1,491 2,058
At 31 December 1,313 1,711 6,036 6,162 15,222
Carrying amount 2016 216 110 571 4,338 5,235
At 31 December 2015 324 253 746 5,829 7,152

13.1  There were no impairment losses recognised during the year.

13.2 The company does nof have any item of property, plant and equipment pledged as security for liabiiities.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

14.

15.

16.

17.

18.

Trade and other payable
Sundry creditors
Accruals

Bue to parent company

LLAC - Bethe! Marine

Leadway Ass. Co. Limited - Share sales
Leadway Assurance - Dedicated Ciaim
LAC - extraforce staff receivable

Fund in Trust

At 31 December

This represents the net balance of amount held in trust on behalf of the
various client of the Company.

Borrowings

Leadway Assurance Limited

Leadway Properties & Investment Limited
First Registrars Limited

This represents the facilily advanced to Leadway Capital & Trust
Limited by leadway Assurance Limited, Leadway Properties &
Invesiment Limited and First Registrars Limited for its operations.
Taxation payable

At 1 January

Charge for the year

Payments during the year

At 31 December
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2016 2015
§'000 8000
111,859 98,709

44,919 36,033

—__156.778 —.135,742

- 1,210
- 4,354
- 2,240
802 694
802 8.498
937,590 436.720
339,721 455,556
204,584 150,000
202,287 -
746,592 605.556
15,120 35,323
53,682 13,200
68,802 48,523
{13,200) (33.403)
55,602 15,120



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

18.1

18.2

18.3

19.

20.

21,

Deferred taxation
At 1 January
Write back for the year

Af 31 December

Income tax charge

Based on the results for the year:
Income tax

Education tax

Charge for the year
Deferred taxation

Reconciliation of effective tax rate
Profit for the year after tax

Total income expense
Income tax

Education tax

Deferred Tax

Infermation Technology Levy

Profit for the year before excluding income iax

Effective tax rate

Staff Pension
At 1 January
Contribution
Remiftance

At 31 December

Share capital
Authorized:
Ordinary shares of N1.00 each

Issued and fully paid:
Otdinary shares of N1.00 each

Revenue reserve
At 1 January
Transfer from income statemeant

Prior year dividend paid during the year

At 31 December

28

2016 2015
®'000 #8000
678 1,726
433 {1,048)
1,111 78
50,261 13,200
3,421 -
53,682 13,200
433 {1,048)
54,115 12,152
186,313 84,493
50,261 13,200
3,421 .
433 (1,048)
2,429 -
56,544 12,152
242,857 96.645
23% 13%
3,486 2,823
(3.486) (2,823)
1,000,000 1,000,000
440,000 440,000
299,840 268,147
186,313 84,493
(43,854) (52,800)
442289 299,840



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

22,

23,

24,

25.

2016 2015

®H'000 §'000
Revenue and fees
Fees and commission 8,491 4 841
Interest on deposits 338,269 118,501
Interest on Loans 31,418 36,877
Dividends received 90,363 108,469
Trusteeship fees 30,069 37,691

498.610 306.379
Other income
Recovery on impairment ot loans and advances 21,019 19,189
Exchange gain 12,020 1,448

33.039 20,637

Management expenses
Depreciation 2,060 2090
Amortisation 1,168 7.011
Advertisement/business promotion 2,170 2,871
Computer expenses 339 2,853
Subscriptions and donations 8§26 436
Rent and rates 1,560 1,659
Legal, consultancy and professional fees 1,363 2,362
Audit fees 2,500 2,500
Fees as directors 11,075 6,553
Office maintenace expense 7,683 6,738
Bank Charges 387 464
Vehicle running expenses 516 358
Newspapers and periodicals 171 141
Printing and stationery 690 362
Entertainment expenses 75 43
Transport and travelling expenses 442 1268
Telephone expenses 437 442
Training expenses " 351
Meelings expenses 624 664
insurance & licence expenses 855 147
Office equipment expenses - 144
End of year ffestivity expenses - 810
Corporate expense 1,148 -
Information technology expense 2,429 -

38.478

Supplementary profit or loss information

The company’s profit before faxation for the year is stated after
charging/{crediting) the following:

Profit on disposal of fixed asset

Audit fees 2,500
Depreciation 2,058
Recovery on impairment loss 19,100
Exchange gain {12,020}
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39,117

2,500

2,090
16,743
{1,448)



LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

26. Directors remuneration
Directors remuneration was provided as foliows:
Director's fee

Fees and other emoluments disclosed include amounts paid to:
Chairman

Highest paid director

27. Financial charges
Lease interest expense
interest on funds in trust
Annuity interest expense
Will expenses
Trust expense

28. Netimpairment loss on financial assets
Net impairment loss on finance lease receivables
Impairment loss on commercial loans
impairment on loss on trade and other receivables
Impairment loss on fairvalue through profit or loss

29. Personnel expenses
Staff salaries and atiowance
Medical expense
Staff pension

29.1 Information regarding employee

i}y Employees earing more than N100,000 per annum received salaries

in the following range:

N K
161,001 - 500,000
501,000 - 750,000

750,001 and above

i} The average number of full time empioyees employed by the company

during the yvaer was as follows:
Management Staff
Non-Management Staff

30, Dividend

2016 2015

§'000 1000
11,075 6.553
4183 2,680
2.847 1,788
2,291 6,810
17,043 12,349
135,914 17,660

531 -

50 -
155.820 36,819
30,507 58,444
2,005 24,571
2,805 355
4,468 21,216
39,785 104,586
54,659 47,724
451 568
2,017 1,556

57.127

49,848

Number Number
7
8 7
3 3
5 4

The Direclors proposed that a dividend of 20 kobo per share { 2015; 10 kebo) per share be paid to
shareholders based on the result of the 2016 year end. The dividend of NE8 million {2015 : N43.854 million)
which is liable to appropriate withholding tax is subject to approval by the shareholders at the Annual
General Meeting. Consequently, the dividend has net been included as liability in these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

3.

32.

2018
W'000
Financial instruments
Credit risk
Loans and receivables 2,256,361
Available for sale 85,752
Held for trading 96,052
Financial iease receivables 48,491
Trade and other receivables 11,622
Cash and cash equivalents 265487
2.763,768
Earnings per share
Basic earnings per share is calculated by dividing the net profit for the year
attributable to ordinary shareholders of the parent by the weighted average
number of shares outstanding at the reporting date.
Diluted earnings per share is calculated by dividing the net profit attributable
to ordinary equity holders of the Company by the weighted average number
of ordinary shares outstanding during the year plus the weighted average
number of ordinary shares that will be issued on the conversion of all the
dilutive potentiat ordinary shares into ordinary shares.
Net profit attributable to equity holder 186,313
Weighted average number of ordinary shares 440,000
Basic and diluted earnings per ordinary shares 42

31

2015
8000

1,240,674
85,752
100,523
130,421
57,683
312,209

1.927 263

84,483
440,000
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LEADWAY CAPITAL AND TRUSTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

33. Related parties
Parties are considered to be related if one parly has the abilily ta control the
other party or exercise influence over the other parly in making financiat and
operating decisions, or one other party controls both. The definition of
related parties include subsidiaries, associates, joint ventures and key
management personnel.

Parent Company
The Parent Company which is also the uitimate Company is Leadway
Assurance Company Limited.

Transactions and balances with parent Company include:
Available for sale equity securities
{617,565,191 units held {2015 : 617,565,191))

Borrowings

Other payables

Subsidiary and Associates
The Company has no subsidiary or associate relationships.

Fellow subsidiaries
The Company's fellow subsidiaries include: Leadway Hotels and Leadway
Properties and investrments Limited.

Transactions with fetlow subsidiaries include:
Leadway Properties and Investments Limited
Oiher receivables

Other payahles

Transactions with key management personnel

The Company's key management personnel, and persons connected with
them, are also considered fo be related parties for disclosure purposes. The
definifion of key management personnel includes close members of family
of key personnel and any entity over which key management excercise
control.The key management personnel have been identified as the
executive and nah-executive directors of the Group. Clase members of
family are those family members who may be expected to influence, or be
influenced by that individual in their dealings with Leadway Capital and
Trusts.

Key management personnel and their immediate relatives engaged in the
following transactions with the Group during the vear:

Mortgages
Other receievables
Key management personnel compensation for the year comprised:

Fees as directors
Other emolurnents
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2016
H=H'000

80,9885

339,721

862

(204,583)

10,077

11,075

4,183

2015
#'000

80,985
455,556
8,498

{150,000)

16,286

6,653

2,680
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LEADWAY CARITAL AND TRUSTS LIMITED

STATENENT OF VALUE ADDED
FOR THE YEAR ENDED 31 DECEMBER, 2016

2016 2015
KN'000 % N'0Q0 %
Turnover 498,610 306,378
Cther income 33,038 20,637
531,648 327,015
Bought in material and services - Local (75,035} {138,747)
456,610 100 188,268 100
Applied as follows:
To pay employees:
Salaries, wages and other staff cost 57,127 12 49,848 26
To pay Government:
Taxation 53,682 12 13,200 7
To pay for barrowed fund:
Interest on loans and borrowings 155,829 35 38,819 19
Retained in the business:
Deferred taxation 433 - (1.045) -
Depreciations and amoriisation 3,226 1 9,101 4
Profit transferred to reserves 186,313 40 84,483 44
Total value added 456,610 100 192,413 100
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LEADWAY CAPITAL AND TRUSTS LIMITED

FINANCIAL SUMMARY

31 DECEMBER 2016 2016 2015 2014 2013 2012
N000 N'000 N'O0Q N'000 N'0C0

Statement of financial position

Assets employed

Cash and cash equivalents 265,487 312,209 458,672 373,594 656,505

Financiaf assets

- Loans and receivables 2,256,361 1,240,674 443,929 544,933 421,214

- Available for sale 85,752 85,752 85,752 85,752 85,752

- Held for trading 96,052 100,523 121,737 95,530 893,409

Finance lease receivables 48,491 130,424 234,327 303,319 272,866

Trade and other receivales 11,622 57,683 68,526 82,998 93,042

Sinking fund assets 1,469 1,522 1,262 - -

Intangible assets 11,774 7.741 11,520 9712 13,597

Properiies, plant and equipments 5,235 7.152 8,617 1,172 1,041

Deferred tax asset - - - 602 4 356
' 2,782,243 1,843,676 1,435,341 1,497 612 1,641,782

Financial fiabilities

Trade and other payables 156,778 135,742 158,518 168,121 176,818
Sinking fund tiability 1,469 1,622 1,262 - -
Due to parent company 802 8,498 7.805 7,804 7,804
Fund in trust 937,590 436,720 407 458 407,844 414,538
Borowings 746,592 605,556 115,103 255216 441 546
Tax payable 55,602 15,120 35,323 54,508 50,905
Deferred taxation 1,111 678 1,726 - -
1,899,944 1,203,836 727,195 894,493 1,081,612
Capital and reserves
Share capital 440,000 440,000 440,000 440,000 440,000
Retained earnings 442,299 299,840 268,146 163,119 110,170
Total equity 882,299 739,840 708,146 603,119 550,170
Total liability and equity 2,782,243 1,843,676 1,435,341 1.497,612 1,641,782
Revenue 498,610 306,378 237,133 247,083 245,317
Profit before fax 240,428 96,645 165,735 123,624 123,624
Profit after tax 186,313 84,493 153,428 92,945 78,595
Per share data:
Basic earnings per shares {N) 42 19 35 21 18
Net asset (N} 632 442 326 340 373

Earnings per share is caiculated based on profit after taxation divided by the number of issued and fully paid
ordinary shares at the end of each finnacial year.

Net assets per share is calculated based on net assets atiributable to ordinary shares divided by the number of
issued and fully paid ordinary shares at the end of each finnacial year.
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