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  AB Bank Rwanda. In the first half 

of he year 2021 brought a lot of 

challenges, but also strategic 

solutions for  

2021, lockdowns and severe 

restrictions on business activity led to a 

substantial reduction of our loan portfolio. AB 

Bank continued to support its private 

entrepreneur clients in this difficult period, 

through loan restructurings and interest rate 

waivers.   

In the second half of 2021, AB Bank’s 

business situation strongly improved, as the 

business restrictions were gradually lifted and 

our clients’ activities recovered. AB Bank 

managed to stabilize the loan portfolio and to 

improve portfolio quality. However, despite 

improving trend in the second half, 2021 saw 

a reduction of our net loan portfolio fell by 

11% to 8.13 Billion RWF.   

AB Bank’s creditors strongly supported us in 

this difficult period and agreed to a loan 

restructuring, which was implemented in 

September 2021. AB Bank repaid 40% of the 

outstanding loan amounts. An additional 40% 

were waived by the creditors.  

This tremendous support allowed us to 

improve our capitalization, so that we end 

financial year 2021 with a solid equity 

position of 3.85 Billion RWF, equivalent to a 

33% capital adequacy ratio.   

I am grateful for the very high level of 

commitment and motivation of our 

employees, which allowed AB Bank to 

quickly resume business activities in the 

second half of 2021. The number of loans 

disbursed increased by 45% (monthly 

average) from August, compared to January 

to July, the disbursement volume increased 

by 62% to 809 Million (monthly average).  

Despite all the difficulties during the severe 

restrictions from early 2020 until July 2021, 

our employees worked hard to support our 

clients and AB Bank.   

AB Bank continued to innovate in 2021. We 

expanded the mobile money service, which 

now includes outgoing payments as well.  

This service is increasingly popular with our 

clients and helps AB Bank to reduce cash 

handling and provide a more efficient 

digitalized service. We streamlined our client 

analysis systems and digitalized the collection 

of client data. We continue to innovate in our 

core lending business, for instance through 

the introduction of client scoring systems and 

innovative incentive schemes for our sales 

teams.  

AB Bank remains strongly committed to 

financial inclusion. We are one of very few 

financial institutions, who take credit 

decisions based on the financial strength of a 

micro business, not based on the available 

collateral. Our collateral requirements are far 

easier to fulfill than those of other banks, so 

we reach clients, who are not eligible for 

loans from most other banks. For many of our 

clients we are the first bank ever that they 

work with.  

Even though our client-friendly approach 

comes with higher risks, we are convinced 

that this approach has big potential.  

As virtually all Covid-related restrictions have 

been lifted by now, we look forward to growth 

and expansion of AB Bank’s business in 2022 

and beyond.   

  

  

  

  

Diane Dusaidi  

Board Chairperson  
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  e are very pleased to share with  

you AB Bank Rwanda’s 2021  

Integrated Report.    

Despite the challenges imposed  

by Covid -  pandemic on the financial sector  19 

and the economy in large, AB BANK Rwanda  

embraced the profitability path, a perfor- 

mance made possible by the unparalleled  

ability of our entire organization to revisit sta- 

tus - quos and adapt with rapidly changing  

business environment, and turn obstacles  

into impetus for change.   

Financial Performance   

We ended the year with a profit before tax of  

1.49 Bn. Our portfolio quality improved with  

PAR 30 down by 3 points compared to last  

year, and a substantial alleviation of our lia- 

bilities toward  banks and other financial in- 

stitutions.   

As far as equity is concerned, our bank  

achieved a Return - on - Equity (ROE) of 71% ,  

calculated on the year - end 2021 equity,   

In 2021, the portion of our total portfolio allo- 

cated to the agriculture sector  increased by  

more than 3 fold to reach 858.8 Mio.    

Deposits   

As at December 31, 2021, ABR had a total  

deposit portfolio of Rwf 8.6bn, a relatively  

unchanged amount compared to same peri- 

od last year.   

Additional Highlights 2021   

   ABR continued to streamline its process.  

Our digital solutions are yielding tremen- 

dous results. In 2021, 179,000 transac- 

tions were made through our Push and  

Pull service which allow our clients to  

conveniently and trustworthily bank with  

us.   

   We took the opportunity during year  

 to introduce a Chatbot, which is a  2021 

self - service platform centralizing digital  

finance services offered to our clients. It  

uses an omni - channel service delivery  

philosophy for customer care, product  

activation and sales. The Chatbot is   

accessible through USSD and very soon  

more channels will be added.   

   We continued to strengthen our culture of  

curiosity and continuous on - job  learning  

that prioritizes a growth mindset for our  

employees. During the year, we provided  

3 ,468 hours of training and 62 e - learning  

modules were completed, compared to  

56  the previous year.   

We look forward to a more productive and  

more exciting year! 2022.    

Our sincere gratitude goes to our customers,  

our shareholders, development and strategic  

partners and strategic business partners for  

their overwhelming support to AB Bank  

Rwanda.   

  

  

  

  

  

  

  

Klaus Mueller   

Chief Executive Officer   
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KIGALI   PROVINCES   

ABR first opened its door to the   

public in January 2014 with 1  

branch in the Nyamirambo district.  

Before the dawn of the same year,  

the bank expanded its network,  

adding two new branches in the  

heart of the beautiful town of Kigali  

namely at Nyarugenge and Gisozi.   

Year 2015, ABR inaugurated its 4th  

branch in Kimironko, becoming the  

fastest growing bank in its segment.  

By the end of its third year, the bank  

was covering most of the strategic  

areas in the Rwandan capital.   

In July 2016, ABR opened its fifth  

branch, also the first upcountry  

branch located in Musanze covering  

the northern part of the country.   

  

Musanze branch is our flagship  

branch for rural finance.   

In 2018, ABR opened 1 more  

branch (Nyabugogo) in Kigali. In that  

same year, ABR expanded its  

footprint across the country by  

opening 3 credit outlets situated in  

Muhanga, Rwamagana and  

Kabarondo.   

In the first quarter of 2019, AB  

Bank expanded its network with 3  

more credit outlets respectively  

located in Huye, Gicumbi and  

Nyagatare.    

In 2020, AB BANK continued its   

geographical expansion. To date,  

ABR has a network of 5 branches  

and 14 credit outlets in all parts of  

the country.   

2015   

The 4th branch  

opened in   

Kigali.   

2014   

ABR founded ,   

 branches  3 

opened in   

Kigali.   

2016   

First branch   

established   

outside of Kigali  

at Musanze.   

2018   

Opened the 6th  

branch in  

Nyabugogo and  

3  credit outlets  

upcountry.   

2019   

Opened   

additional 3  

credit outlets   

upcountry.   

2022   

 Branches and  5 

 credit outlets  14 

nationwide.   
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REGIONAL PORTFOLIO   

DISTRIBUTION (%)   

2018   2019   2020   2021   

97   78   65   63   

3   22   35   37   

Extending financial  
services to the   

underserved.   
“ 

  

” 

  



 

 

  

OUR VALUES 
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Appropriate product design  

and delivery  channels  

which are tailored to the  

specific needs of the  

bank’s target  clientele  –   

micro entrepreneurs in the  

informal sector.   

Prevention of over - 

indebtedness  by ensuring  

the credit process deter- 

mines client’s repayment  

capacity without becoming  

over - indebted.   

Mechanisms for   

complaints  and problem  

resolution for  clients and   

mechanisms to resolve   

individual problems and  

improve our products and  

services.   

Fair and respectful    

treatment of clients   

Safeguarding against   

discrimination, corruption  

and any kind of aggressive  

or abusive treatment by its  

staff and agents.   

Responsible pricing  which  

is affordable to clients and  

allowing for the institution’s  

sustainability.   

Transparency in pricing  and  

product terms and condi- 

tions.   

OUR VALUES 
  

Being conscious of our   

responsibility as a lender in  

the microfinance sphere, we  

put significant efforts in  

treating our clients fairly,  

and transparently   

safeguarding their financial  

soundness and   

sustainability.   

In order to prevent   

over - indebtedness, we aim  

to build long - term relation- 

ships with our clients,   

conducting a thorough   

analysis of their payment  

capacities and tailoring loan  

products to suit their needs,  

while ensuring financing  is  

made available in a timely  

manner.    

Protection of client data  by  

respecting the privacy of  

individual client data in  

accordance with the laws  

and regulations of the local  

jurisdiction.   

7 
  



 

 

  

  

AT A GLANCE 
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TOTAL 

PORTFOLIO 

  
( Bn Rwf )   

PORTFOLIO PER BUSINESS    
SIZE   

REGIONAL DISTRIBUTION   
OF PORTFOLIO   

GENDER DISTRIBUTION   
OF PORTFOLIO   

% 4   

% 12   

9 %   63 %   % 12   
27 % 

  

58 % 
  

A GLIMPSE OF 2021 
  

Despite the challenges imposed by   

Covid -  pandemic on the financed 19   

businesses thus affecting our business  

growth targets, especially the loan   

portfolio, the bank continued its   

strategic efforts to expand the business  

footprint mainly targeting the rural   

clientele.   

In 2021 only, we opened 9 credit   

outlets in major rural business   

centers, making a total of 15 credit   

outlets currently operational countrywide.    

This geographical expansion enabled the  

bank to record a 35% increase in the  

credit portfolio outside Kigali and still on  

a growth trajectory.     
  

8 
  

Micro   
Small and Medium   

56 %   % 91   

7 %   



 

 

  

OUR STRATEGY 
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We are committed to the development of the Rwandan  

financial sector by rendering accessible services to the  

people and their communities, with excellent quality  

standards.    

Our strategy is articulated around 4 pillars: Growth, Ac- 

cessibility, Efficiency and Digitalization.   

We strive to grow the business income and profit through  

offer diversification and clients’ acquisition   , we are com- 

mitted to grow the banking service accessibility through  

geo - expansion     and we aim at Improving efficiency  

through business processes automation     

Implement digital financial services.   

We are a socially responsible bank and the bank of  

choice for micro and small enterprises. We strive to be  

the leading provider of financial services in this market  

segment in Rwanda.   

Business loans, which are primarily based on the assess- 

ment of the borrower’s repayment capacity, are the core  

product of the Bank. We build - up long term business rela- 

tionships with customers based on responsibility and mu- 

tual respect. In doing so, we promote a savings culture  

and support borrowers to build - up a sound credit history.    



 

 

  

BOARD OF 

  

DIRECTORS 
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GREGOR TAISTRA   

Director   

Dr. Taistra holds a PhD  

from Johann Wolfgang Goe- 

the University in Frankfurt  

and is the Principal Project  

Manager at KFW Develop- 

ment Bank Germany.   

He is a financial sector spe- 

cialist with focus on finan- 

cial policy, credit risk as- 

sessment, and micro- 

finance; and was a share- 

holder representative for  

various types of micro- 

finance funds.   

Currently, he is mainly in- 

volved in managing KfW  

projects in the field of de- 

centralization in Central  

Africa.   

Dr. Taistra has more than  

20  years of experience in  

the financial sector.    

DIANNE DUSAIDI   

Chairperson   

Ms. Dusaidi is  Lead  Innova- 

tions & Entrepreneurship,  

Transitions  at the   

Mastercard Foundation.    

At Mastercard Foundation,  

she plays a major role in  

developing strategic partner- 

ships to promote youth em- 

ployment in the tourism sec- 

tor.   

Ms. Dusaidi holds a MBA in  

International Business from  

Maastricht School of   

Management and a bache- 

lor in Public Administration  

and Governance from  

Ryerson University in   

Toronto, Canada.   

ALBERT KINUMA   

Director   

Albert is currently the    

African Partnerships Lead  

at Segovia, a Fintech com- 

pany based out of New  

York focusing on payments  

and international remit- 

tances.   

In 2010, he launched the  

first mobile money deploy- 

ment in Rwanda as the  

Head of MTN Mobile Mon- 

ey.   

A former member of IFC  

World Bank Group) where  ( 

he served as a Digital Fi- 

nancial Services Specialist.   

As Senior director at   

VISA Inc, Albert was in  

charge of MVISA the first  

interoperable branchless  

banking mobile solution in  

the world.    

BERND ZATTLER   

Director   

Bernd Zattler joined the AB  

Bank Board of Directors in  

September 2018.   

Mr. Zattler is former Chief  

Executive Officer of   

AccessHolding and founder  

of the consulting firm LFS   

Advisory GmbH (former  

name LFS Financial   

Systems),  the founding   
shareholder of AccessHolding.   

His prior professional expe- 

rience includes work for a  

multinational firm and oth- 

er institutions engaged in  

development finance.   

Mr. Zattler holds a PhD in  

Economics.   

BOARD OF DIRECTORS 
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SHAREHOLDERS
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67.8 % 

  

17.1 % 
  15 % 

  

Access Holding   

KFW   

IFC   

Percentage Shareholdings 
  

As per December 2021   

Access Microfinance  

Holding AG is a private  

company incorporated in  

Germany. AccessHolding  

was founded in 2006 as  

a partnership among  

high profile investors  

from the public sphere  

( Development Finance  

Institutions or “DFIs”)  

and private sector im- 

pact investors.   

AccessHolding is a stra- 

tegic investor and active  

manager of the financial  

institutions in its network  

spread across Sub - 

Saharan Africa, Eurasia  

and South America.   

International Finance  

Corporation (IFC) is the  

private sector arm of the  

World Bank which   

creates opportunity for  

people to escape poverty  

and improve their lives.   

IFC fosters sustainable  

economic growth in   

developing countries by  

supporting private sector  

development, mobilizing  

private capital and  

providing advisory and  

risk mitigation services  

to businesses and gov- 

ernments.   

KFW Development Bank  

is a member of   

KfW - Bankengruppe, a  

promotional bank under  

the ownership of the   

Federal Republic of   

Germany and its federal  

states.   

KfW support programs  

and projects in develop- 

ing countries and emerg- 

ing economies to fight  

poverty, maintain peace,  

protect both the environ- 

ment and the climate  

and shape globalization  

in an appropriate way.   

OUR SHAREHOLDERS 
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CORPORATE  GOVERNANCE 
  

AB Bank is committed to the highest  

standards of corporate governance  

and recognizes that good governance  

is pivotal in helping the business to  

deliver its strategies whilst generating  

sustainable shareholder value and  

meeting its obligations towards  

shareholders and other stakehold- 

ers.     

As required by the Law Relating to  

Companies N°17/2018 of  

13 /04/2018 as amended to date,  

Regulation No: 01/2018 OF  

/01/2018 on Corporate Govern 24 - 

ance of Banks and the ABR Memo- 

randum and Articles of Association  

MEMARTS), AB Bank’s operating (   

policy appreciates the institutional  

requirement for a transparent govern- 

ance structure.   

This policy ensures a clear distinction  
between the functions of the Board of  

Directors and the Management  

Team, in which the former is   

responsible for the definition of the  

Bank’s commercial policies and the  

supervision of the management  

( decision controlling), whereas the  

latter is fully responsible for the   

day - to - day operative business  

decision management ). (     

The governing bodies of the bank  

are:     

General Meeting of   

Shareholders (GMSH)     

This is the highest decision making  

organ of the Bank. It approves the   

by - laws and annual financial state- 

ments of the company, appoints the  

Bank’s external auditors and decides  

on the allocation of profits and divi- 

dends. The GMSH is composed of all  

the Shareholders and the Chairman  

of the Board of Directors if any will  
preside as Chairman at every General  

Meeting of the Shareholders.   

Board of Directors (BoD)   

The Directors who sit on the Board  

are appointed by the GMSH.   

The BoD is subordinated to the  

GMSH. It has a dual mandate of guid- 

ing the institution in achieving its cor- 

porate mission and protecting the  

institutions assets over time. Conse- 

quently it is responsible for defining  

the internal corporate policy of the  

Bank; approving the Strategic Plan  

and Annual Budget and, importantly,  

agrees strategies for effective govern- 

ance.     

Board committees     

The Board of Directors are assisted in  

their work by Board Committees.  

These Committees are Audit Commit- 

tee, Credit Committee, Risk Manage- 

ment Committee, Nomination and  

Remuneration Committee and, Board  
IT Committee. Separate Charters   

stipulating the governance structure  

WE ARE COMMITED 

  

TO THE HIGHEST 

  

STANDARDS. 

  

“ 

  

” 
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of each Committee shall be institut- 

ed. Each Board Committee is  

chaired by a non - executive Commit- 

tee.   

The board committees are:     

Audit Committee (AC)   

The Audit Committee (AC): Its func- 

tions are among others to review  

and confirm the internal audit char- 

ter and audit plan; recommend to  

the BoD the appointment of the ex- 

ternal auditor, review its terms of  

engagement and receive the activi- 

ty reports and recommendations of  

the internal audit department.     

Credit Committee (CC)     

The Credit Committee (CC): Its func- 

tions are to review and oversee the  

overall lending policy of the bank,  

as well as deliberate and consider  

loan applications beyond the discre- 

tionary limits of the Credit Risk  

Management Committee, among  

others.     

Board Risk Committee (RCO)     

The Board Risk Committee (RCO):  

This is a separate Committee of the  

Board and is appointed by the BoD  

to which it reports. Its functions are  

to review and discuss risk reports  

received from the Management  

Team, to appraise the risk exposure  

of the bank and to re - evaluate its  

risk management policies. As result  

of publication of regulation No  

/2018 OF 24/01/2018 on Cor - 01 

porate Governance of Banks, the  

Assets and Liabilities Committee  

( ALCO) was merged with the Board  

Risk Committee.     

Executive Committee     

The Executive Committee also re- 

ferred to as the Management Team  

( MT): The Management Team is the  

principal executive body of the  

Bank. The MT is appointed by the  

BoD to which it reports. The MT will  

make policy proposals to the BoD  

and will be held responsible for the  

implementation of the BoD deci- 

sions. It carries the overall responsi- 

bility for the Bank’s operative busi- 

ness. It is composed of the Chief  

Executive Officer (CEO) and a mini- 

mum of two other members, up to a  

maximum of five, all of whom are  

appointed by the BoD.     

IT committee     

Under the Governance structure of  

the Bank, the purpose of the ITSC is  

to oversee all IT related functions  

and to ensure a close alignment of  

the business and IT strategies. The  

ITC will work in close partnership  

with other Board committees and  

Senior Management to provide in- 

put, review and amend the aligned  

corporate and IT strategies.     

Nomination and Remuneration  

Committee     

Under the Governance structure of  

the Bank, the purpose of the NRC is  

to review and oversee the remuner- 

a t i o n   s y s t e m   o f   t h e   b a n k ,   a s   w e l l   a s   

ensure that the Board is effective in  

its governance function by recom- 

mending to the board new board  

members and members of senior  

management.   
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Composition of the board committees from 1st January  to  1st June 2021   
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Board of Directors   

As of 31 December 2021, the Board of Directors was comprised of the following members:   

Names   Title   Organization   

Dianne Dusaidi   Chairperson   Independent   

Albert Kinuma   Director   Independent   

Bernd Zattler   Director   Access Microfinance Holding AG   

Gregor Taistra   Director   Kreditanstalt für Wiederaufbau     

Membership of the Board Committees   

The tables below give record of the membership of AB Bank’s Board committees from 1 January 2021 to 1 st   June  

2021  and the revised Board committee memberships from April to June 2021 and from July to December  2021.   

  
Audit Committee   Nomination  &  

Remuneration   

Risk Committtee   Credit Committee   IT Committee   

Nick Barigiye             

Albert Kinuma             

Christian Ramm             

Diane Dusaidi             

Gregor Taistra             

Bernd Zattler             

Rolf Reichardt             

The board composition was amended in June 2021 after the resignation of Dr. Rolf Reichardt and Christian Ramm  

on 1 st   June 2021, the resignation of the two Directors was as a result of the Regulation No. 37/2021 of  

21 - /01/2021 passed on the application of proportionality principle to banks, whose major aim was to adjust super 

visory intensity based on risk profile, complexity and business model of banks.   

The Board Committees were reduced to Three instead of Five, maintaining Risk, Audit and Credit Board commit- 

tees, the affairs related to nomination and remuneration are discussed in full board, while issues related to infor- 

mation technology are discussed in Board Risk committee.   

The same regulation reduced the number of Board of Directors from 7 to 5, maintaining 3 independent Directors  

and 2 Executive Directors.   



 

 

 

  

Notes   

There were four ordinary Board meetings and four Board Audit, Risk and Credit Committees in 2021   

The attendance percentages are based on the fact that Dr. Rolf Reichardt and Christian Ramm only attended  

the Board meetings in the first quarter of 2021 in March and thereafter resigned on 1 st   June 2021 before the  

next Board meetings in quarter 2 of 29 th   June 2021.   

18 
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Ordinary Board, Board Committees and extraordinary Board meetings attendance   

The following table gives the record of attendance (in %) to AB Bank Rwanda Plc’s Ordinary Board, its committees  

and Extraordinary Board meetings for the year ended 31 December 2021.   

  Ordinary Board   Audit Committee   Risk Committtee   Credit Committee   

Nick Barigiye   % 50   N/A   % 50   % 50   

Albert Kinuma   100 %   50 %   100 %   N/A   

Christian Ramm   % 25   25 %   N/A   25 %   

Diane Dusaidi   100 %   100 %   % 50   % 50   

Gregor Taistra   100 %   N/A   N/A   100 %   

Bernd Zattler   100 %   100 %   100 %   100 %   

Rolf Reichardt   25 %   N/A   % 25   25 %   

Composition of the board committees from 1st June to  30th June 2021   

  
Audit Committee   Risk Committtee   Credit Committee   

Nick Barigiye         

Albert Kinuma         

Diane Dusaidi         

Gregor Taistra         

Bernd Zattler         

Composition of the board committees from 1st July to  31st December 2021   

  Audit Committee   Risk Committtee   Credit Committee   

Albert Kinuma         

Diane Dusaidi         

Gregor Taistra         

Bernd Zattler         

The board composition was further amended in July 2021 following the resignation  of Nick Barigiye on 3rd July  

2021.   
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  FINANCIAL STATEMENTS AND NOTES   

The Directors have the pleasure of submitting their report together  

with the audited financial statements for the year ended 31 Decem- 

ber 2021 which disclose the state of affairs of AB Bank Rwanda Plc  

( the “Bank”). The Bank was incorporated as a company on 2 October  

2012  and issued with a banking license to operate in Rwanda by the  

National Bank of Rwanda on 31 December 2013 which was later  

amended on 15 October 2018. The Bank started operations on 6  

January 2014.   

  

Principal activities   

The principal activity of AB Bank Rwanda Plc is the provision   

of microfinance services.    

Results   

The results for the year are set out on page 11.   

Directors   

The Directors who served during the period are set out on   

page 11.   

Auditor   

KPMG Rwanda Limited , the auditors, was appointed in   

March 2021 and has expressed their willingness to continue   

in office.    

Approval of financial statements   

The financial statements were approved and authorised for   

issue by the Directors on 30 March 2022.   

  

REPORT OF THE DIRECTORS   

FOR THE YEAR ENDED   

 DECEMBER  2021 31   

1   

2   

3   

4   

5   

By the order of the board   

Maureen Umutoni   

Acting Secretary   
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T 

  he Bank’s Directors are responsible for the preparation of  

financial statements that present fairly, in all material re- 

spects, the financial position of the Bank as at 31 Decem- 

ber 2021 and its financial performance for the year then  

ended, in accordance with International Financial Reporting Stand- 

ards (IFRS),  Law No. 17/2018 of 13/04/2018 Governing Compa- 

nies in Rwanda, and Regulation No. 28/2019 of 09/09/2019 on  

publication of financial statements and other disclosures by banks in  

Rwanda, for such internal control as the Directors determine neces- 

sary to enable the preparation of financial statements that are free  

from material misstatements, whether due to fraud or error.   

The Directors are also responsible for such internal control as the  

Directors determine is necessary to enable the preparation of fi- 

nancial statements that are free from material misstatements,  

whether due to fraud or error, and for maintaining adequate ac- 

counting records and an effective system of risk management.    

The Directors have made an assessment of the ability of the Bank  

to continue as going concern and have no reason to believe that  

the business will not be a going concern in the year ahead.   

The independent Auditor is responsible for reporting on whether  

based on their audit the annual financial statements give a true and  

fair view in accordance with the International Financial Reporting  

Standards and the Law No: 17/2018 of 13/04/2018 Governing  

and  in  Companies  Rwanda,  No.  28 /2019  of  Regulation  

09 /09/2019 on publication of financial statements and other disclo - 

sures by banks in Rwanda.   

Approval of financial statements   

The financial statements of AB Bank Rwanda Plc were approved  

and authorised for issue by the Board of Directors on 30 March  

2022.   

Chief Executive Officer   Director   

STATEMENT OF THE DIRECTORS   

RESPONSABILITIES FOR THE YEAR   

ENDED 31 DECEMBER 2021   
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in `000 Frw                   

    

    

Notes   
Share capital   

Accumulated  

losses   
Total equity   

Carry Forward as at 1 January 2021          11,336,300     (7,215,134)       4,121,166   

Loss for the year                          -      1,581,199     1,581,199   

Total comprehensive income                      -      1,581,199     1,581,199   

Issue of share capital     125,000                  -   125,000   

Balance as at 31 December 2021          11,461,300       (7,609,612)     3,851,688   

                  

  in `000 Frw   

    

Notes   Share capital   
Accumulated  

losses   
Total equity   

Carry Forward as at 1 January 2020              11,336,300     (7,215,134)   4,121,166   

Loss for the year                        -      (1,975,677)     (1,975,677)   

Total comprehensive income                             -       (1,975,677)       (1,975,677)   

Issue of share capital          -                   -   -   

Balance as at 31 December 2020              11,336,300      (9,190,811)       2,145,489   

STATEMENT OF CHANGES IN EQUITY   

FOR THE YEAR ENDED 31 DECEMBER 2021   

AUDITED BY EXTERNAL AUDITORS   

For year ended 31 December 2020   

For year ended 31 December 2021   
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NOTES TO THE FINANCIAL STATEMENTS   

Reporting Entity  

AB Bank Rwanda, is a limited liability company incorporated and domiciled in Kigali, Rwanda. Its registered office is 

at 15 KN 78 Street, P.O. Box 671, Kigali, Rwanda. Its parent and ultimate holding company is Access Microfinance 

Holding AG. Banking operations started on 6 January 2014. The principal activities of the Bank, as a microfinance 

bank, is providing financial services to micro, small and medium sized enterprises as well as to the general public.  

The financial statements for the year ended 31 December 2021 were authorised for issue by the Bank’s Board of 

Directors on 30 March 2022.  

Accounting policies  

Basis of preparation  

The financial statements have been prepared on a historical cost basis, except for financial assets and liabilities 

that have been measured at amortised cost, or at fair value through profit or loss. The financial statements are 

presented in Rwandan francs (Frw), which is the presentation currency of the Bank and all values are rounded to 

the nearest thousands, except when otherwise indicated. All values below Frw 500 are presented as zero and all “-

“ represent no value.   

Details of the Bank’s significant accounting policies, including changes during the year, are included in note 2.3.  

Statement of compliance   

The financial statements of the Bank have been prepared in accordance with International Financial Reporting 

Standards (IFRS) and the International Financial Reporting Interpretation Committee (IFRIC) interpretations and 

comply with the Law No: 007/2021 of 05/02/2021 Governing Companies in Rwanda.   

Presentation of financial statements   

The Bank presents its statement of financial position in order of liquidity. An analysis regarding recovery or 

settlement within 12 months after the reporting date (current) and more than 12 months after the reporting date 

(non– current) is presented in note 36.   

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial 

position only when there is a legally enforceable right to offset the recognised amounts and there is an intention to 

settle on a net basis, or to realise the assets and settle the liability simultaneously. Income and expenses are not 

offset in the statement of profit or loss unless required or permitted by any accounting standard or interpretation, 

and as specifically disclosed in the accounting policies of the Bank.  

Significant accounting judgements, estimates and assumptions  

The COVID-19 pandemic and its effect on the global economy have impacted our customers, operations and Bank 

performance necessitating governments to respond at unprecedented levels to protect the health of   

the population, local economies and livelihoods. This has significantly increased the estimation uncertainty in the 

preparation of these financial statements including:  

 the extent and duration of the disruption to business arising from the actions of governments, businesses and  
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NOTES TO THE FINANCIAL STATEMENTS   

(1) Reporting Entity  

AB Bank Rwanda is a limited liability company incorporated and domiciled in Kigali, Rwanda. Its registered office is 

at 15 KN 78 Street, P.O. Box 671, Kigali, Rwanda. Its parent and ultimate holding company is Access Microfinance 

Holding AG. Banking operations started on 6 January 2014. The principal activities of the Bank, as a microfinance 

bank, is providing financial services to micro, small and medium sized enterprises as well as to the general public. 

The financial statements for the year ended 31 December 2021 were authorised for issue by the Bank’s Board of 

Directors on 30 March 2022.  

(2) Accounting policies  

(2.1) Basis of preparation  

The financial statements have been prepared on a historical cost basis, except for financial assets and liabilities 

that have been measured at amortised cost, or at fair value through profit or loss. The financial statements are 

presented in Rwandan francs (Frw), which is the presentation currency of the Bank, and all values are rounded to 

the nearest thousands, except when otherwise indicated. All values below Frw 500 are presented as zero and all “-

“ represent no value.   

Details of the Bank’s significant accounting policies, including changes during the year, are included in note 2.3.  

Statement of compliance   

The financial statements of the Bank have been prepared in accordance with International Financial Reporting 

Standards (IFRS) and the International Financial Reporting Interpretation Committee (IFRIC) interpretations and 

comply with the Law No: 007/2021 of 05/02/2021 Governing Companies.   

Presentation of financial statements   

The Bank presents its statement of financial position in order of liquidity. An analysis regarding recovery or 

settlement within 12 months after the reporting date (current) and more than 12 months after the reporting date 

(non– current) is presented in note 36.   

Financial assets and financial liabilities are offset, and the net amount reported in the statement of financial 

position only when there is a legally enforceable right to offset the recognised amounts and there is an intention to 

settle on a net basis, or to realise the assets and settle the liability simultaneously. Income and expenses are not 

offset in the statement of profit or loss unless required or permitted by any accounting standard or interpretation, 

and as specifically disclosed in the accounting policies of the Bank.  

(2.2) Significant accounting judgements, estimates and assumptions  

The COVID-19 pandemic and its effect on the global economy have impacted our customers, operations and Bank 

performance necessitating governments to respond at unprecedented levels to protect the health of the 

population, local economies and livelihoods. This has significantly increased the estimation uncertainty in the 

preparation of these financial statements including:  

the extent and duration of the disruption to business arising from the actions of governments, businesses and 

consumers to contain the spread of the virus;  

the extent and duration of the expected economic downturn, and subsequent recovery;  

  



 

 

the effectiveness of government and central bank measures to support businesses and consumers through this 

disruption and economic downturn.  

The Bank has made various accounting estimates in these financial statements based on forecasts of economic 

conditions which reflect expectations and assumptions as at 31 December 2021 about future events that the 

Directors believe are reasonable in the circumstances. The significant accounting estimates impacted by these 

forecasts and associated uncertainties are predominantly related to expected credit losses.  

The preparation of the Bank’s financial statements requires management to make judgements, estimates and 

assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the accompanying 

disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates 

could result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected 

in future periods. In the process of applying the Bank’s accounting policies, management has made the following 

judgements and assumptions concerning the future and other key sources of estimation uncertainty at the 

reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and 

liabilities within the next financial year.   

Existing circumstances and assumptions about future developments may change due to circumstances beyond the 

Bank’s control and are reflected in the assumptions if and when they occur. Items with the most significant effect 

on the amounts recognised in the financial statements with substantial management judgement and/or estimates 

are collated below with respect to judgements/estimates involved.  

Impairment losses on financial assets  

The measurement of impairment losses across all categories of financial assets requires judgement, in particular, 

the estimation of the amount and timing of future cash flows and collateral values when determining impairment 

losses and the assessment of a significant increase in credit risk. These estimates are driven by a number of 

factors, changes in which can result in different levels of allowances.  

The Bank’s ECL calculations are outputs of complex models with a number of underlying assumptions regarding 

the choice of variable inputs and their interdependencies. Elements of the ECL models that are considered 

accounting judgements and estimates include:  

The Bank’s criteria for assessing if there has been a significant increase in credit risk and so allowances for 

financial assets should be measured on a LTECL basis and the qualitative assessment.  The segmentation of 

financial assets when their ECL is assessed on a collective basis  

Development of ECL models, including the various formulas and the choice of inputs  

Determination of associations between macroeconomic scenarios and, economic inputs, such as staff turnover 

and collateral values, and the effect on PDs, EADs and LGDs  

Selection of forward-looking macroeconomic scenarios to derive the economic inputs into the ECL models For 

more details, please refer to note 2.3.1 “Impairment of financial assets – Overview of the ECL (Expected-

CreditLoss) principles”.  

It has been the Bank’s policy to regularly review its models in the context of actual loss experience and adjust when 

necessary. The Bank’s management has taken its best effort in incorporating impact of COVID 19 in its estimation 

of the ECL.  

Income taxes  

The Bank recognizes deferred income tax assets only to the extent that it is probable that taxable profits will be 

available against which the tax-reducing effects can be utilized. Judgement is required to determine the amount of 

deferred income tax assets that can be recognized, based upon the likely timing and level of future taxable profits. 

The profit projection is based on the latest business plan 2022-2024 as of December 2021 and therefore reflects 

management’s best estimate on future taxable profits.   

Modification losses and additional interest income  

As an effect of the pandemic the Bank has put large parts of its loan portfolio in moratorium for one up to three 

months. The moratoria were executed in a way which moved the payment obligation for the interest which would 

have been charged during the moratorium period to the last instalment of the respective loan. However, the system 

would allow these interests to be waived at maturity. IFRS 9 would require the recognition of a modification loss at 

the time of the moratorium and an interest accrual on the reduced net present value during the moratorium period. 



 

 

The amount of the modification loss and the additional interest income largely depend on the percentage of loan 

clients for which the interests are indeed charged and the share of loan clients for which they are waived. The Bank 

neither recognized the modification loss, nor the additional interest income as we expect a rate of approximately 

10% of clients for which the interests are charged. In this scenario the net financial impact would be immaterial. In 

the below overview we present the expected financial impact for alternative percentages of application/payment:  

100%: RWF 387,945 thousand additional net income   

50%:  RWF 171,594 thousand additional net income  

20%:  RWF   41,783 thousand additional net income  

0%:  RWF   44,758 thousand additional net expense  

Going concern  

The Bank’s management has made an assessment of its ability to continue as a going concern and is satisfied that 

it has the resources to continue in business for the foreseeable future. Management is not aware of any material 

uncertainties that may cast significant doubt on the Bank’s ability to continue as a going concern. Therefore, the 

financial statements continue to be prepared on the going concern basis.  

Accounting for leases  

In establishing the lease term for each lease contract that has an option to extend, judgement has been applied to 

determine the extension period. When it is concluded that it is reasonably certain that the extension option will be 

utilised, the lease term is extended to include the reasonably certain period of one to five years, depending on the 

specific lease contract. The Bank assumed that all of the existing leases expiring within the following five years, 

that have an extension option, will be extended, when determining the lease term.  

In addition, IFRS 16 requires lease payments to be discounted using the interest rate implicit in the lease. In case 

the interest rate implicit in the lease cannot be readily determined, the incremental borrowing rate should be used. 

That is the rate of interest that a lessee would have to pay to borrow over a similar value to the right-of-use asset in 

a similar economic environment. Accordingly, the Bank elected to use the local borrowing rates for each operating  



 

 
  

  

unit at the commencement date. That is the rate at which local operating units would need to borrow to acquire the  

asset.   

Summary of significant accounting policies   

(2.3.1)  Accounting policies in accordance with IFRS 9 Financial Instruments   

Financial instruments  –   initial recognition   

Date of recognition   

Financial assets and liabilities, with the exception of loans and advances to customers and customer accounts, are  

initially recognised on the trade date, i.e., the date that the Bank becomes a party to the contractual provisions of  

the instrument. Loans and advances to customers are recognised when funds are transferred to the customers’  

accounts. The Bank recognises customer accounts when funds are transferred to the Bank.   

Initial measurement of financial instruments   

The classification of financial instruments at initial recognition depends on their contractual terms and the busi- 

ness model for managing the instruments, as described in notes “Business model assessment” and “The SPPI  

test”. Financial instruments are initially measured at their fair value, transaction costs are added to, or subtracted  

from, this amount. Trade receivables are measured at the transaction price. When the fair value of financial instru- 

ments at initial recognition differs from the transaction price, the Bank accounts for the Day 1 profit or loss, as de- 

scribed below.   

Day 1 profit or loss   

When the transaction price of the instrument differs from the fair value at origination and the fair value is based on  

a valuation technique using only inputs observable in market transactions, the Bank recognises the difference be- 

tween the transaction price and fair value in net trading income. In those cases where fair value is based on mod- 

els for which some of the inputs are not observable, the difference between the transaction price and the fair value  

is deferred and is only recognised in profit or loss when the inputs become observable, or when the instrument is  

derecognised. In 2020 and 2021, there were no transactions with day 1 profits or losses.   

Measurement categories of financial assets and liabilities   

The Bank classifies all of its financial assets based on the business model for managing the assets and the asset’s  

contractual terms. In 2020 and 2021 all financial assets were measured at amortised cost.   

As a rule, financial liabilities must be measured at amortised cost. In addition, the possibility exists of applying the  

fair value option.    

Financial assets and liabilities   

Loans and advances to banks, Loans and advances to customers and Debt securities   

The Bank measures Loans and advances to banks, Loans and advances to customers and Debt securities at amor- 

tised cost if both of the following conditions are met:   

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

contractual cash flows   

 The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of  

principal and interest (SPPI) on the principal amount outstanding.   



 

 

  

Business model assessment  

The Bank determines its business model at the level that best reflects how it manages groups of financial assets to 

achieve its business objective.  

The Bank’s business model is not assessed on an instrument-by-instrument basis, but at a higher level of 

aggregated portfolios and is based on observable factors such as:  

Business Model “hold to collect” – receipt of contractual cash flows with only rare or immaterial sales activities.  

Business Model “hold to collect and sell” – receipt of cash flows through holding and also through sales.  

Residual Business Model – all portfolios that are not allocated to the “hold to collect” or “hold to collect and sell” 

business model. These include primarily trading portfolios and portfolios managed on a fair value basis. The receipt 

of contractually agreed cash flows is of minor importance; the main objective is instead to maximize cash flows 

through purchases and sales.    

The business model assessment is based on reasonably expected scenarios (taking into account the amount, 

frequency and the date of sales) without taking ‘worst case’ or ‘stress case’ scenarios into account. If cash flows 

after initial recognition are realised in a way that is different from the Bank’s original expectations, the Bank does 

not change the classification of the remaining financial assets held in that business model, but incorporates such 

information when assessing newly originated or newly purchased financial assets going forward. The Bank holds its 

financial assets within the “hold to collect” business model.   

The SPPI test   

As a second step of its classification process, the Bank assesses the contractual terms of debt instruments to 

identify whether they meet the SPPI test.  

For this purpose, the characteristics of cash flows of the financial instrument are examined on an instrument-

byinstrument basis. In the assessment, it must be decided whether the cash flows essentially represent interest 

and principal payments on the outstanding capital. In principle, a financial instrument is SPPI-compliant only if its 

contractual cash flows are equivalent to those of a simple loan.  

The most significant elements of interest within a lending arrangement are typically the consideration for the time 

value of money and credit risk. To make the SPPI assessment, the Bank considers relevant factors such as the 

currency in which the financial asset is denominated, and the period for which the interest rate is set.  

Impairment of financial assets   

Overview of the ECL (Expected-Credit-Loss) principles  

The Bank is recording the allowance for expected credit losses for all loans and other debt financial assets, in this 

section all referred to as “financial instruments”.   

The Bank segments the loan portfolio according to product type, arrears category and whether or not the loan was 

disbursed prior or after the COVID pandemic started in March 2020.  

In regard to cash and cash equivalents, loans and advances to banks, debt securities at amortised cost, and other 

financial assets, the Bank assumes low credit risk and applies the low credit risk exemption according to IFRS 

9.5.5.10. The debt securities measured at amortised cost are short-term treasury bills. No defaults have been 

incurred. With these considerations in mind, the Bank considers for the above-mentioned instruments that the 

probability of default is very low and therefore provisioning (12mECL) is insignificant.   



 

 

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected 

credit loss or LTECL), unless there has been no significant increase in credit risk since origination, in which case, 

the allowance is based on the 12 months’ expected credit loss (12mECL) as outlined in note “The calculation of 

ECLs”.   

The 12mECL is the portion of LTECLs that represent the ECLs that result from default events on a financial 

instrument that are possible within the 12 months after the reporting date.  

Both LTECLs and 12mECLs are calculated on portfolio level (collective basis). Only for those cases, where certain 

notional thresholds are breached, there is an additional analysis on individual asset level. In any case, collective 

provisioning rates are applied at least.  

The Bank has established a policy to perform an assessment, at the end of each reporting period, of whether a 

financial instrument’s credit risk has increased significantly since initial recognition, by considering the change in 

the risk of default occurring over the remaining life of the financial instrument.   

Based on the above process, the Bank groups its loans into Stage 1, Stage 2, Stage 3 and POCI, as described 

below:  

Stage 1:  A financial instrument that is not credit-impaired on initial recognition is classified in ‘Stage 1’.  

 Financial instruments in this stage have their ECL measured at an amount equal to the portion of life   time 

expected credit losses that result from default events possible within the next 12 months. Stage 1   includes all 

financial instruments, which did not exhibit a “significant increase in credit risk” and for   which no signs of 

impairment have been observed. The reference date is the date of initial recognition.   Stage 1 loans also 

include facilities where the credit risk has improved, and the loan has been   reclassified from Stage 2. Significant 

increase in credit risk is defined whether the credit risk of default   on a financial instrument has increased 

significantly since initial recognition (significant increase in   credit risk is defined as stage 2 (30 days PD) per the 

group credit risk policy), the Bank considers   reasonable and supportable information that is relevant and 

available without undue cost or effort.  

  This includes both quantitative and qualitative information and analysis, based on the Bank’s historical  

 experience and expert credit assessment and including forward-looking information.  

Stage 2:   Consists of all loans that appear to show a significant increase in credit risk, but is not yet deemed 

to   be credit-impaired. As a general rule, loans between 30-90 days of arrears are classified under Stage 2,  

 unless other signs of impairment are observed. Generally, loans more than 30 days overdue are not   moved back 

to Stage 1 except for individually assessed loans where a discounted cash flow analysis   reveals lower risk 

than the days-past–due information would indicate. Stage 2 loans also include   facilities, where the credit 

risk has improved, and the loan has been reclassified from Stage 3.  

Stage 3:  Consists of all loans, for which there is evidence of credit-impairment. As a general rule, loans 

above 90   days of arrears are classified under Stage 3, unless individual assessment indicates lower likely 

losses,   as evaluated based on analysis of discounted cash flows.   

  



 

 

POCI:   Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired on  

 initial recognition. POCI assets are recorded at fair value at original recognition and interest income is  

 subsequently recognised based on a credit-adjusted EIR. ECLs are only recognised or released to the   extent 

that there is a subsequent change in the expected credit losses.  

For financial assets for which the Bank has no reasonable expectations of recovering either the entire outstanding 

amount, or a proportion thereof, the gross carrying amount of the financial asset is reduced. This is considered 

(partial) derecognition of the financial asset.  

The calculation of ECLs  

The Bank calculates ECLs to measure the expected cash shortfalls, discounted at an approximation to the EIR. A 

cash shortfall is the difference between the cash flows that are due to an entity in accordance with the contract 

and the cash flows that the entity expects to receive.  

The mechanics of the ECL calculations are outlined below and the key elements are, as follows:  

PD   The Probability of Default is an estimate of the likelihood of default over a given time horizon. A default  

 may only happen at a certain time over the assessed period if the facility has not been previously   derecognised 

and is still in the portfolio.   

EAD   The Exposure at Default is an estimate of the exposure at a future default date, taking into account   

 expected changes in the exposure after the reporting date, including repayments of principal and   interest, 

whether scheduled by contract or otherwise, expected drawdowns on committed facilities, and   accrued 

interest from missed payments.   

LGD   The Loss Given Default is an estimate of the loss arising in the case where a default occurs at a given  

 time. It is based on the difference between the contractual cash flows due and those that the lender   would  

 expect to receive, including from the realisation of any collateral. It is usually expressed as a   percentage of the 

EAD.   

Impairment losses and releases are accounted for and disclosed separately from modification losses or gains 

that are accounted for as an adjustment of the financial asset’s gross carrying value. The mechanics of the 

ECL method are summarised below:  

Stage 1:  The 12mECL is calculated as the portion of LTECLs that represent the ECLs that result from default  

 events on a financial instrument that are possible within the 12 months after the reporting date. The   Bank 

calculates the 12mECL allowance based on the expectation of a default occurring in the 12   months following the 

reporting date. These expected 12-month default probabilities are applied actual   EAD at the end of the 

reporting period and multiplied by the expected LGD, which is calculated by dis   counting expected recoveries 

using an estimation of the EIR.  

Stage 2:  When a loan has shown a significant increase in credit risk since origination, the Bank records an  

 allowance for the LTECLs. The mechanics are similar to those explained above, including the use of   multiple 

scenarios, but PDs and LGDs are estimated over the lifetime of the instrument.  

  



 

 

The expected cash shortfalls are discounted by an approximation to the original EIR.  

Stage 3  For loans considered credit-impaired, the Bank recognises the lifetime expected credit losses for 

these   loans. The method is similar to that for Stage 2 assets, with the PD set at 100%.  

POCI   POCI assets are financial assets that are credit impaired on initial recognition. The Bank only  

 recognises the cumulative changes in lifetime ECLs since initial recognition, based on a probability  weighting and 

discounted by the credit-adjusted EIR.  

Individually insignificant (collective)  

All on-balance sheet credit exposures (non-restructured and restructured) that at the reporting date  have an 

outstanding balance (principal only) of USD 30,000 or less are treated as individually insignificant unless the Bank 

explicitly assesses the credit exposure as individually significant upon approval by Access Microfinance Holding.   

Individually significant  

All on-balance sheet credit exposures (non-restructured and restructured), that at the reporting date  have an 

outstanding balance (principal only) of more than USD 30,000, are treated as individually significant. Additionally, 

the Bank has the possibility to consider credit exposures below this threshold as individually significant in rare 

circumstances and only upon the written approval of Access Microfinance Holding.   

With regards to restructured loans the mechanics of the ECL method are similar to those described above, but with 

the restriction that restructured loans can’t be allocated to Stage 1. Furthermore, the parameters for the ECL 

model are different compared to the parameters applied for non-restructured loans.   

Grouping of instruments for losses measured on a collective basis  

Future cash flows in a group of financial assets are collectively evaluated for impairment to be estimated on the 

basis of historical loss experience for assets with credit risk characteristics similar to those in the group. Historical 

loss experience is adjusted on the basis of current observable data to reflect the effects of current conditions that 

did not affect the period on which the historical loss experience is based and to remove the effects of conditions in 

the historical period that do not exist currently.  

For expected credit loss provisions modelled on a collective basis, a grouping of exposures is performed on the 

basis of shared risk characteristics, such that risk exposures within a group are homogeneous.  

The Bank collects default matrices to capture, in the calculation, the loans disbursed between the periods of 

analysis. The outstanding principal amount at the beginning of the current period/end of previous period is 

distributed per product category (Micro, SME, Staff, Other), and within each product category distributed per each 

arrears category (i.e., 0, 1-30, 31-90, 91-180, > 180 days).   

In performing this grouping, there must be sufficient information for the group to be statistically credible. Where 

sufficient information is not available internally, the Bank has considered benchmarking internal/external 

supplementary data to use for modelling purposes (see note 37).  

Purchased or originated credit impaired financial assets (POCI)  

For POCI financial assets, the Bank only recognises the cumulative changes in LTECL since initial recognition in the 

loss allowance.  

  



 

 

Forward looking information  

In its ECL models, the Bank relies on a broad range of forward-looking information as economic inputs, such as:  

• GDP growth  

• Foreign exchange rates  

• Staff turnover • Copper prices  

The inputs and models used for calculating ECLs may not always capture all characteristics of the market at the 

date of the financial statements. To reflect this, qualitative adjustments are occasionally made as management 

judgement to adjustments when such differences are significantly material. The presentation of ECL based on 

forward looking information is presented in note 36. The Bank applies a set of three internally developed scenarios 

within the scope of applied ECL model and their respective probabilities. A base scenario, an adverse scenario 

(downside scenario) and a favourable scenario (upside scenario). As at 31.12.2021 the Bank used one base 

scenario within the scope of applied ECL model as the effects of different scenarios did not have significant impact 

on the ECLs.    

Write-offs  

Financial assets are written off either partially or in their entirety only when the Bank has stopped pursuing the 

recovery. If the amount to be written off is greater than the accumulated loss allowance, the difference is first 

treated as an addition to the allowance that is then applied against the gross carrying amount. Any subsequent 

recoveries are credited to Impairment charge for loan losses.  

Forborne and modified loans  

The Bank sometimes makes concessions or modifications to the original terms of loans as a response to the 

borrower’s financial difficulties, rather than taking possession or to otherwise enforce collection of collateral. The 

Bank considers a loan forborne when such concessions or modifications are provided as a result of the borrower’s 

present or expected financial difficulties and the Bank would not have agreed to them if the borrower had been 

financially healthy. Indicators of financial difficulties include defaults on covenants, or significant concerns raised 

by the Credit Risk Department (e.g., fraudulent activities). Forbearance may involve extending the payment 

arrangements and the agreement of new loan conditions. Once the terms have been renegotiated, any impairment 

is measured using the original EIR as calculated before the modification of terms. It is the Bank’s policy to monitor 

forborne loans to help ensure that future payments continue to be likely to occur. Derecognition decisions and 

classification between Stage 2 and Stage 3 are determined on a case-by-case basis. If these procedures identify a 

loss in relation to a loan, it is disclosed and managed as an impaired Stage 3 forborne asset until it is collected or 

written off.  

When the loan has been renegotiated or modified but not derecognised, the Bank also reassesses whether there 

has been a significant increase in credit risk. The Bank also considers whether the assets should be classified as 

Stage 3. Once an asset has been classified as forborne, it will remain forborne for a minimum 6-month probation 

period. In order for the loan to be reclassified out of the forborne category, the customer has to meet all of the 

following criteria:  



 

 
  

  

Principal and interest repayments on the loan have been repaid without any overdue over the six - month period. In  

case of forbearance, where the client is allowed to service only interest for some months before paying principal  

instalments, the six - month period will begin from the date the first principal payment is due. If the loan is changed  

into a bullet repayment loan with the entire outstanding principal amount repayable at the end, then the loan can- 

not be reclassified out of the forborne category.   

At the end of the six - month period, the Bank’s Recovery Committee must conduct a further assessment of the cli- 

ent’s repayment capacity to determine that no quantitative or qualitative impairment remains.   

If modifications are substantial, the loan is derecognised, as explained in section derecognition due to substantial  

modification of terms and conditions.   

Derecognition of financial assets and liabilities   

Derecognition other than for substantial modification   

Financial assets   

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is  

derecognised when the rights to receive cash flows from the financial asset have expired. The Bank also derecog- 

nises the financial asset if it has both transferred the financial asset and the transfer qualifies for derecognition.  

Based on the change in cash flows discounted at the original EIR, the Bank records a modification gain or loss, to  

the extent that an impairment loss has not already been recorded.   

Financial liabilities   

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. Where  

an existing financial liability is replaced by another from the same lender on substantially different terms, or the  

terms of an existing liability are substantially modified, such an exchange or modification is treated as a   

derecognition of the original liability and the recognition of a new liability. The difference between the carrying value  

of the original financial liability and the consideration paid is recognised in profit or loss.   

Derecognition due to substantial modification of terms and conditions   

The Bank derecognises a financial asset, such as a loan to a customer, when the terms and conditions have been  

renegotiated to the extent that, substantially, it becomes a new loan, with the difference recognised as a   

derecognition gain or loss, to the extent that an impairment loss has not already been recorded. The newly recog- 

nised loans are classified as Stage 1 for ECL measurement purposes unless the new loan is deemed to be POCI.   

When assessing whether or not to derecognise a loan to a customer, the Bank considers the following qualitative  

factors:   

 Change in currency of the loan   

 Change in counterparty   

 If the modification is such that the instrument would no longer meet the SPPI criterion.   

If the modification does not result in cash flows that are substantially different (Present value change by <10%),  

the modification does not result in derecognition.    



 

 
  

  

Recognition of interest income   

The effective interest rate method   

Interest income is recorded using the effective interest rate (EIR) method for all financial instruments measured at  

amortised cost. The EIR is the rate that exactly discounts estimated future cash receipts through the expected life  

of the financial instrument or, when appropriate, a shorter period, to the net carrying amount of the financial asset.   

The EIR (and therefore, the amortised cost of the asset) is calculated by taking into account any discount or premi- 

um on acquisition, fees and costs that are an integral part of the EIR. The Bank recognises interest income using a  

rate of return that represents the best estimate of a constant rate of return over the expected life of the loan.  

Hence, it recognises the effect of potentially different interest rates charged at various stages, and other character- 

istics of the product life cycle (including prepayments, penalty interest and charges). Loan disbursement fees for  

loans are deferred (together with related direct costs) and recognised as part of the effective interest rate of the  

loan.   

If expectations regarding the cash flows on the financial asset are revised for reasons other than credit risk the ad- 

justment is booked as a positive or negative adjustment to the carrying amount of the asset in the balance sheet  

with an increase or reduction in interest income. The adjustment is subsequently amortised through Interest in- 

come in the statement of profit or loss.    

Interest income accounted for using the effective interest method   

The Bank calculates interest income by applying the EIR to the gross carrying amount of financial assets other than  

credit - impaired assets.   

When a financial asset becomes credit - impaired (as set out in note “Overview of the ECL principles”) and is, there- 

fore, regarded as ‘Stage 3’, the Bank calculates interest income by applying the effective interest rate to the net  

amortised cost of the financial asset. If the financial assets cures and is no longer credit - impaired, the Bank reverts  

to calculating interest income on a gross basis.   

For purchased or originated credit - impaired (POCI) financial assets, the Bank calculates interest income by calcu- 

lating the credit - adjusted EIR and applying that rate to the amortised cost of the asset. The credit - adjusted EIR is  

the interest rate that, at original recognition, discounts the estimated future cash flows (including credit losses) to  

the amortised cost of the POCI assets.   

(2.3.2)  Foreign currency translation   

The financial statements are presented in Rwandan Francs (Frw). Items included in the financial statements are  

measured using the currency of the primary economic environment in which the Bank operates (“the functional  

currency”).    

Transactions in foreign currencies are initially recorded at the spot rate ruling at the date of the transaction.    

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot  

rates of exchange at the reporting date. All differences are recognised in Net result from foreign exchange opera- 

tions in the statement of profit or loss.   



 

 
  

  

Non - monetary items that are measured in terms of historical cost in a foreign currency are translated using the  

spot exchange rates at the date of recognition. Non - monetary items measured at fair value in a foreign currency  

are translated using the exchange rates at the date when the fair value is determined.    

The following exchange rates were applied in these financial statements.   

Please refer to note 36 for currency exchange risk.   

( 2.3.3)  Property and equipment    

Property and equipment is stated at historical cost less accumulated depreciation and impairment losses. Histori- 

cal cost includes expenditure that is directly attributable to the acquisition of the items.   

(2.3.4)  Intangible assets   

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use  

the specific software. These costs are amortised on the basis of the expected useful lives.   

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually.   

The assessment of indefinite life is reviewed annually to determine whether the indefinite life continues to be sup- 

portable. If not, the change in useful life from indefinite to finite is made on a prospective basis.   

(2.3.5)  Depreciation and impairment of non - financial assets   

Depreciation on property and equipment and intangible assets is calculated using the straight - line method to allo- 

cate their cost to their residual values over their estimated useful lives, as follows:   

   Leasehold improvements 15 years   

   Computers 4 years   

   Furniture 7 years   

   Motor vehicles 4 years   

   Software 2 - 5  years   

The assets’ residual carrying values and useful lives are reviewed, and adjusted if appropriate, at each balance  

sheet date. The assets are reviewed for impairment whenever events or changes in circumstances indicate that the  

carrying amount may not be recoverable. An asset’s carrying amount is written down immediately to its recoverable  

amount if the asset’s carrying amount exceeds its estimated recoverable amount. The recoverable amount is the  

higher of the asset’s fair value less costs to sell and value in use. Gains and losses on disposals are determined by  

comparing proceeds with carrying amounts. These are included in the statement of profit or loss.   

( 2.3.6)  Deferred income tax   

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax ba- 

ses of assets and liabilities and their carrying amounts in the financial statements. However, the deferred income  

Foreign currency equals   Abbreviation   31/12/2021       31/12/2020   

United States Dollar   USD   1,009.62       972.48   
Euro   EUR   1,142.89       1,195.37   



 

 

  

tax is not accounted for if it 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 taxable profit nor loss. 

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by 

the balance sheet date 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 assets including carry-forward tax-losses are recognised only to the extent that it is probable 

that future taxable profit will be available against which the temporary differences, tax credits or unused tax losses 

can be utilised.   

(2.3.7) Other financial assets, other financial liabilities  

Other financial assets and other financial liabilities are recognised initially at fair value plus transaction costs and 

subsequently measured at amortised cost. Other financial assets and other financial liabilities generally comprise 

trade receivables and trade payables.   

(2.3.8) Leases  

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 explicitly or implicitly 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   

  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. 

This policy is applied to contracts entered into, or changed, on or after 1 January 2019.  

As a lessee  

The Bank recognises a right-of-use asset and a lease liability at the lease commencement date. 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 at 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, less any lease incentives 

received.  

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to 

the end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, 

and adjusted for certain re-measurement 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 Bank’ incremental borrowing rate.  Lease payments included in the 

measurement of 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  

  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   Penalties for early termination of a lease unless the Bank is reasonably certain not to terminate 

early.  

The lease liability is measured at 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 re-measured 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.  

Short-term leases and leases of low-value assets  

The Bank has elected not to recognise right-of-use assets and lease liabilities for short-term leases that have a 

lease term of 12 months or less and leases of low-value asset (less than USD 5,000). The Bank recognises the 

lease payments associated with these leases as an expense on a straight-line basis over the lease term.   

The Bank has applied the practical expedient related to Covid-19-related rent concessions to all concessions that 

meet the conditions in the amendment.  

(2.3.9) Provisions  

Provisions are recognised when the Bank has a present obligation (legal or constructive) as a result of a past event, 

and it is probable that an outflow of resources embodying economic benefits will be required to settle the 

obligation and a reliable estimate can be made of the amount of the obligation. The expense relating to any 

provision is presented in the statement of profit or loss net of any reimbursement.   

(2.3.10) Non-current assets held for sale   

Non-current assets and repossessed properties, which the Bank classified as held for sale are measured at the 

lower of their carrying amount and fair value less costs to sell. Non-current assets and repossessed properties are 

classified as held for sale if their carrying amounts will be recovered principally through a sale transaction rather 

than through continuing use. This condition is regarded as met only when the sale is highly probable and the asset 

or disposal Bank is available for immediate sale in its present condition, management has committed to the sale, 

and the sale is expected to have been completed within one year from the date of classification.   

Property and equipment and intangible assets once classified as held for sale are not depreciated or amortised.  



 

 
  

  

(2.3.11)  Share capital    

Share capital is recognized at historical costs. Any incremental costs that are directly attributable to the issue of an  

equity instrument are deducted from the initial measurement of the equity instruments.   

(2.3.12)  Employee benefits    

i) 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.    

ii) Defined contribution plans    

Obligations for contributions to defined contribution plans are expensed as the related service is provided and rec- 

ognised 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.    

(2.3.13)  Cash and Cash Equivalents   

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short term highly liquid  

investments with original maturities of three months or less, including: cash and non - restricted balances with the  

National Bank of Rwanda, Treasury and other eligible bills, and amounts due from other banks.   

3 . Change in significant accounting policies    

Changes to IFRS 9 provisioning due to COVID - 19  impact   

As a fallout of the ongoing COVID - 19  pandemic and related lockdowns, the financial assets of banks across the  

world have been negatively impacted. Although widespread, these negative effects are not likely to prolong into the  

long term. Further, it is likely that in the long term, banks will benefit from economic stimulus packages and other  

support measures.   

Our customers have also been adversely affected by the health risks and by government - mandated business and  

travel restrictions. The effect on the loan portfolio of the Bank is summarized below:   

   The majority of loan payment plans were changed, primarily following mandates from the Central Bank. Such  

restructuring included payment moratorium (generally less than three months) and / or extension of maturity of  

loans   

   After the expiry of the moratorium period, some clients experienced difficulty repaying their instalments.   

However, it has been observed that repayment share on the affected portfolio has been improving month - on - 

month, returning to pre - COVID levels   

   The Bank selectively offered further rescheduling assistance to selected clients on a bona fide basis, to help  

them reduce their financial stress. Thus, there are loans that were restructured more than once, often first at  

government instruction and second at either additional instruction or in order to accommodate customer   

constraints.   

   Fresh disbursement of loans was reduced during the initial periods of lockdown and disbursements resumed in  

June 2020. We have observed that fresh loans disbursed after the lockdown do not follow the repayment pat- 

terns of loans affected by COVID - 19  lockdowns.   



 

 

  

Nonetheless, the unexpected decline in the quality of financial assets and the current uncertainties posed by the 

fallout of pandemic have introduced significant challenges to estimating credit losses (ECL) as required under  IFRS 

9. International accounting bodies have acknowledged these challenges and have suggested that banks make 

appropriate changes to their models for estimating ECL, including making management overlays where necessary.  

Based on available data on performance of loans at different time points, the Bank management considers carving 

out loans affected by COVID-19 into a separate pool and estimating ECLs on these loans separately would be the 

best and most scientific approach.  

The Bank has been mandated by the government/Central Bank to offer repayment moratoria. Given that the 

restructuring is a temporary measure under the current extraordinary circumstances, we believe that these 

modifications per se do not lead to a significant increase in credit risk. There is no other factor that would 

necessitate such restructuring under the normal course of business.   

Further, we expect that over the total extended duration of the modified loans, our clients will be able to repay their 

dues fully once the current restrictions on businesses are eased. Therefore, considering the maximum contractual 

period (including extension options), the expected credit losses (ECL) on loans restructured due to the current 

COVID-19 crisis will not exceed the ECL associated with non-restructured loans.  

Accordingly, for loans restructured due to the ongoing COVID-19 crisis, the Bank will continue providing for 

12month expected credit losses at the ECL rates applicable for non-restructured loans.  

In addition to the changes described above, it is anticipated that the methodology for adjusting the calculated ECL 

based on forward-looking information would need to be changed, incorporating inter alia:  

  Upside and downside scenarios for macro-economic and internal operational factors that are part of the model.  

  Management overlays for the expected impact of government stimulus packages and other support 

measures.   Management overlays for recovery of local markets and economic recovery post introduction of 

vaccine.  

In accordance with IFRS 9, the changes to the methodology for estimating ECLs will be reviewed periodically, based 

on progression of COVID-19 affected portfolio and availability of more reliable and consistent data on loan 

performance.     

COVID-19-related rent concessions  

The Bank has adopted COVID-19-related rent concessions – Amendment to IFRS 16 issued on 28 May 2020. The 

amendment introduces an optional practical expedient for leases in which the Bank is a lessee – i.e., for leases to 

which the Bank applies the practical expedient, the Bank is not required to assess whether eligible rent 

concessions that are a direct consequence of the COVID-19 coronavirus pandemic are lease modifications. The 

Bank has applied the amendment retrospectively. The amendment has no impact on retained earnings at 1 

January 2020. There are a number of other new standards are also effective from 1 January 2021 but they do not 

have a material effect on the Bank’s financial statements. The details of the accounting policies are disclosed in 

Note (4).  

  

  



 

 

(4) New and amended standards and interpretations  

(i) New standards, amendments and interpretations effective and adopted during the year   ended 31 December 

2021  

The following new or amended standards and interpretations have become effective for financial years beginning 

on or after 1 January 2021:   

Amendments to References to the Conceptual Framework in IFRS Standards were issued on 29 March 2018. The 

amendments aim to update, in existing Standards, references to, and quotes from, the existing version of the 

Conceptual Framework or the version that was replaced in 2010 so that they refer to the revised Conceptual 

Framework. The amendments are effective for annual periods beginning on or after 1 January 2020. Earlier 

application is permitted. The amendments did not have any impact on the Bank’s financial statements.   

Definition of Material (Amendments to IAS 1 and IAS 8) was issued on 31 October 2018. IAS 1 has been revised to 

incorporate a new definition of “material” and IAS 8 has been revised to refer to this new definition in IAS 1. The 

amendments are effective for annual reporting periods beginning on or after January 1, 2020. Earlier application is 

permitted. According to current knowledge, the amendments did not have any significant impact on the Bank’s 

financial statements.   

Business Combinations (Amendments to IFRS 3) were issued on 22 October 2018. The amendments change the 

implementation guidance of IFRS 3 in order to improve the determination if an acquirer has acquired a business or 

a group of 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 January 1, 2020 and to asset 

acquisitions that occur on or after the beginning of that period. The amendments did not have any impact on the 

Bank’s financial statements.   

Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7) was issued on 26 September 2019.  

These changes affect the impact of the IBOR reform (phase one of the project) on the financial reporting. IBOR 

(Interbank Offered Rates) are reference interest rates such as LIBOR, EURIBOR and TIBOR, which represents the 

costs of unsecured funding in a specific combination of currency and maturity within inter banking market. The 

amendments address accounting issues prior to the change to alternative benchmark interest rates and shall 

avoid discontinuation of hedge accounting. The amendments are effective for annual periods beginning on or after 

1 January 2020. Earlier application is permitted. The amendments did not have any impact on the Bank’s financial 

statements.   

COVID-19-Related Rent Concessions (Amendment to IFRS 16) Leases was issued on 28 May 2020. The 

amendment simplifies how lessees account for rent concessions. These amendments introduce a practical 

expedient for lessees – i.e., a lessee is not required to assess whether eligible rent concessions that are a direct 

consequence of the COVID-19 pandemic are lease modifications. Instead, it accounts for them under other 

applicable guidance. The amendment is effective for annual periods beginning on or after 1 June 2020. The 

amendments did not have any impact on the Bank’s financial statements.   



 

 
  

  

  

  

ii) New and amended standards and interpretations in issue but not yet effective for the year ended 31 December  

2021   

A number of new standards, amendments to standards and interpretations are not yet effective for the year ended 31  

December 2021, and have not been applied in preparing these financial statements. The Bank does not plan to early  

adopt these standards. These will be adopted in the period that they become mandatory.   

The above new and amended standards are not expected to have a significant impact on the Bank’s financial  

statements.   

Standard/Interpretation      
Effective date   

Periods beginning on or after     

IAS 37 amendment     
Onerous Contracts: Cost of   

Fulfilling a Contract   .   
2022  January  1   

IFRS 1, IFRS 9, IFRS 16 and IAS 41 amend- 

ments     

Annual Improvements to IFRS  

Standards (2018  –   2020) .  

Amendments to IFRS 1, IFRS 9,  

illustrative examples    

accompanying  IFRS 16   

and IAS 41 .   

 January  2022 1   

IAS 16 amendment     
Property, Plant and Equipment:  

Proceeds before Intended Use     
1  January  2022   

IFRS 3 amendment     
Reference to the Conceptual  

Framework     
1  January  2022   

IFRS 17    Insurance Contracts     2023 1  January    

IAS 1 amendments     
Classification of liabilities as  

current or non - current     
1 2023  January    

IAS 8 amendments     
Definition of accounting esti- 

mate     
1  January  2023   

IAS 1 and IFRS practice statement 2     
Disclosure of accounting poli- 

cies     
1  January  2023   

IAS 12 amendments     

Deferred Tax related to Assets  

and Liabilities arising from a  

Single Transaction  

( Amendments to IAS  12)     

1  January  2023   

IFRS 10 and IAS 28 amendments     

Sale or contribution of assets  

between an investor and its as- 

sociate or joint venture    

Deferred indefinitely   



 

 
  

  

in `000 Frw   2021     2020   

Interest income from   loans and advances to customers   4,084,605     3,677,400   

Interest income from   loans and advances to banks   262,941       343,769   

Interest income from debt securities at amortized cost   59,689     29,577   

Total   4,407,235     4,050,746   

 Interest income accounted for using the effective interest method (5)   

Interest income is broken down as follows:    

in `000 Frw   2021     2020   

Interest expense on borrowings   552,971     652,572   

Interest expense on term deposits   482,651     523,825   

Interest expense on savings accounts   91,475     172,113   

Interest expense on lease liabilities   142,644     132,841   

Total   1,270,011     1,481,351   

(6)  Interest expense   

Interest expense is broken down as follows:    

(7)  Impairment charge for loan losses   
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in `000 Frw   2021     2020   

Allowance for the period/year   572,259     1,023,686   

Income from recovery of written - off loans   (92,031)     (98,452)   

Expenses on loan recoveries   91,228     -   

Total   571,456     925,234   



 

 
  

  

 in `000 Frw 2020   
Stage 1   

Individual   

Stage 1   

Collective   

Stage 2   

Individual   

Stage 2   

Collective   

Stage 3   Total   

Loans and advances to  

customers   
(34,840)   53,841   (65,442)   85,651   984,476   1,023,686   

Income from recovery  

of written - off loans   
-   -   -   -   (98,452)   (98,452)   

Impairment charges for  

loan losses   
(34,840)   53,841   (65,442)   85,651   886,024   925,234   

The table below shows the ECL charges recorded in the statement of profit and loss during 2020:   

2021  in `000 Frw   
Stage 1   

Individual   

Stage 1   

Collective   

Stage 2   

Individual   

Stage 2   

Collective   

Stage 3   Total   

Loans and advances to  

customers   
(59,610)   20,309   (89,252)   11,972   780,068   663,487   

Income from recovery  

of written - off loans   
-   -   -   -   (92,031)   (92,031)   

Impairment charges for  

loan losses   
(59,610)   20,309   (89,252)   11,972   688,037   571,456   

The table below shows the ECL charges on financial instruments for the year recorded in the statement  

of profit or loss:   



 

 
  



 

 
  



 

 
  



 

 
  



 

 
  



 

 
  



 

 
  



 

 
  



 

 
  



 

 
  



 

 
  

  

On 31 August 2021, the Bank amended the restructuring agreement with its lenders to provide the Bank  

with a waiver for its covenant breaches and to modify the payment terms of the agreement which resulted  

in a modification gain of Frw 2,252,764 thousand (see note 10).   

On 31 August 2021 the Bank concluded the restructuring with lenders whereby lenders irrevocably and  

unconditionally agreed to waive full interest payments from 1 July 2021 to 31 December 2021. In addition,  

lenders agreed on debt forgiveness in the amount of Frw 1,500,000 thousand in September 2021 and Frw  

538,844  thousand in December  2021.   

As a result, the Bank calculated the new debts as present value of expected repayments and existing debt  

balance which gives as substantial difference of Frw 2,252,764 thousand recognised as gain from restruc- 

turing in other operating income. The Bank derecognized the existing debts and recognized new debt  

amounting to Frw 1,019,422 thousand.   

in `000 Frw   2021     2020   

Term deposit accounts   5,938,918     5,586,756   

Savings accounts   1,980,409     2,002,578   

Current accounts   525,296            857,851   

Pending Client transfers   1,701     27,411   

Accrued interest on customer accounts   200,155     186,108   

Total   8,646,478     8,660,704   

(25)  Customer accounts   

The customer accounts are distributed as follows:    

in `000 Frw   2021     2020   

Provision for untaken vacation   53,220     42,845   

Provision for legal obligations   66,186     32,000   

Total   119,406     74,845   

(26)  Provisions   

Provisions are distributed as follows:    

The provision for legal obligations includes a provision for possible non - income tax exposures in the  

amount of Frw 20,000 thousand and a legal claim with a loan client in the amount of Frw 12,000 thou- 

sand. All provisions are expected to be settled in 2020.   

The movements for 2020 are as follows:   

in `000 Frw   Legal obligations     
Untaken   

vacation   

Opening balance   32,000     42,845   

Amounts used   (32,000)     -   

Additions   66,186     10,375   

Closing balance   66,186     53,220   
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To determine the fair value for any financial assets or liabilities the following guidelines are applied within the 

Bank. There are different key indicators to determine the fair value. One is the remaining maturity, if it is less 

than six months the fair value equals the balance sheet amount. The fair value remains the balance sheet 

amount too, if the remaining maturity is more than six month and has still the same effective interest rate for 

newly disbursed loans at measurement date, as it can be assumed to be a market rate. The interest rate is 

another indicator and if the interest rate is variable the fair value is equal to the balance sheet amount. A 

different effective interest rate at measurement date would lead to application of discounted cash flow 

method in order to determine the fair value.  

The fair value calculations have been determined using a discounted cash flow method. The valuation 

techniques use observable current market transactions and market rates for similar market transactions.  

The Bank considers that the carrying amounts of all classes of financial assets and financial liabilities carried 

at amortized cost approximate their fair values, while short-term treasury bills, financial assets available-for-

sale and financial assets and liabilities at fair value through profit or loss are carried at fair value in the 

financial statements.  

There were no transfers between the different levels in 2021 and 2020.  

(33)Financial instruments:   

As at year-end there were no transactions with netting arrangements outstanding, which had not been offset in 

the statement of financial position.   

(34) Contingent liabilities  

Litigation is a common occurrence in the banking industry due to the nature of the business undertaken. The 

Bank has formal controls and policies for managing legal claims. Once professional advice has been obtained 

and the amount of loss reasonably estimated, the Bank makes adjustments to account for any adverse 

effects which the claims may have on its financial standing.  

As at 31 December 2021, the Bank was party to legal proceedings for a total amount of Frw 62,500 thousand 

(2020: Frw 57,000) against the Bank for which a provision of Frw 31,250 thousand were made based on the 

Bank estimation of a 50% probable future cash outflow.   

(34) Capital management  

The Bank’s objectives when managing capital, which is a broader concept than the ‘equity’ on the face of the 

statement of financial position, are:  

  To comply with the capital requirements set by the regulators of the banking markets where the Bank operates; 

and  

  To maintain a strong capital base to support the development of its business  

Capital adequacy will be monitored on a minimum monthly basis. As a recommendation the Bank aims at a 

capital adequacy ratio of 15% relating to the ratio of risk-weighted assets to total capital. Total capital comprises 

of share capital, retained earnings and subordinated debt. The book value of intangible assets and deferred 

income tax assets are generally deducted in arriving at total capital. The capital adequacy requirements for the 

Bank were met in 2021 and 2020.  
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The Bank’s regulatory capital position at 31 December 2021 was as follows:  

Description  2021    2020  

   Frw’000    Frw’000  

Core Capital (Tier 1):        

Ordinary share capital        11,336,300          11,336,300 Retained earnings and reserves 

 (7,609,612)          (9,190,811)  

Less intangible assets  (77,350)    (115,772)  

Less deferred income tax asset  (932,935)          (842,091)  

Total  2,841,403    1,187,626  

        

Additional Tier 2 Capital (Tier 2):  111,788    336,132  

Total qualifying capital  2,953,191    1,523,758  

        

Risk weighted assets  8,943,063    11,062,864  

Capital Ratios:        

Total capital expressed as a percentage of total risk-weighted assets  33.02%    13.77%  

Minimum capital required %  15%    15%  

(36) Risk Management  

Management of individual risks  

Credit Risk  

  

Credit risk is the risk that the party to a credit transaction will be unable to meet its contractually agreed 

obligations towards the Bank. In the Bank’s case, credit risk arises mainly from customer credit exposures 

and to a lesser extent from interbank or other short-term placements. As more than 92% of the Bank’s lending 

is to micro, small and medium-sized businesses this section concentrates on business lending.   

The economy where the Bank operates in is characterised by a relatively high degree of informal transactions. 

Moreover, the Bank’s typical borrowers (especially in the micro loan segment) often do not possess significant 

assets that could be pledged as collateral. Having operated for almost 7 years in Rwanda the Bank has 

developed an approach to lending under these conditions that has allowed the Bank to preserve a good 

portfolio quality despite COVID-19 restrictions that have affected Business sector in the country.   

The core principle of this technology is that credit decisions are primarily based on a thorough analysis of the 

borrowers’ credit worthiness, i.e., the capacity and willingness of the credit applicant to pay. The debt capacity 

is reflected in a cash flow projection of the last 12 months, forming the basis for the decision on the loan 

conditions and the payment plan, which in almost all cases is an instalment loan with monthly payments of 

interest and principal. By conducting an in-depth analysis of the borrower’s financial status, the Bank avoids 

overburdening its customers and thus control the danger of over indebtedness. In addition to the financial 

analysis, other indicators for his/her willingness to pay are assessed, including credit history, credit reference 



 

 

checks, statements of guarantors, suppliers, neighbours or employers through cross-check from local 

leader’s/market leaders and neighbours. Bank has a centralised credit decision taking unit in order to avoid 

conflict of interest from branches (target achievement vs risk mitigation)  

One common feature in Rwanda is that official information concerning the economic situation of the micro 

and small borrowers is incomplete and often not reliable. In order to mitigate this risk, the Bank’s loan 

officers’ collect and cross-check relevant primary data, in particular through visits in the applicant’s 

enterprise 
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(s) and household. The economic situation of the applicants’ household and other related parties is included 

in the credit analysis.   

As loans are primarily backed by information instead of collateral, credit risk (as well as operational cost) 

crucially depends on the efficiency of gathering and processing information. To prevent any loss of 

information, a high degree of responsibility is assigned to the loan officer as opposed to the delegating of 

work commonly seen in the traditional bank business. In microfinance this includes all aspects from 

screening to contract enforcement. Loan officers receive a performance-based salary that includes rewards 

for productivity and portfolio quality.  

All loans have to be approved by a committee comprised of at least two responsible managers (four-eye 

principle). Various competency levels are established depending on the loan size and the individual 

experience of the manager.   

The Bank intends to build up a long-term client relationship with the borrower, which is based on mutual 

respect and trust, and implies the promise of access to follow-up loans with better terms and conditions if 

the client repays the loan without delay. The long-run client relationship creates incentives for repayment and 

full disclosure of relevant information. At the same time, the Bank continuously increases its knowledge on 

the borrower, which reduces the Bank operational costs over time. In consequence loan conditions and 

access to loans is differentiated according to the clients’ records which reflect their individual risk profile 

(graduation principle) where client can even get an automatic loan depending on the payment history with 

bank.  

The use of the loan and its repayment are closely monitored by regular visits to the client and immediate 

action if the client falls into arrears. This is supported by a strong MIS system and a culture of strict adherence 

to procedures and rules.  

While the principles outlined above are relevant to all of the Bank’s business lending, the Bank applies them 

in a differentiated way for the segments of micro and Super Micro business lending. While in micro lending 

the Bank puts a strong focus on standardisation and efficiency, in the Super Micro / SME segment loan 

analysis goes deeper and contains more elements of prospective analysis. Furthermore, traditional collateral 

plays a much larger role in our Super Micro/ SME lending.  

Business officers, middle managers, Recovery Officers and head offices have access to online information 

about any loans in arrears, and are prepared to take immediate action. If a Business officer or individual 

branch is not able to cope with specific cases, or a general deterioration of the loan portfolio, they are 

supported by specialised recovery units, credit management and the Bank ‘s legal department.   

Based on the Bank’s experience, the level of credit risk is measured mainly in the Portfolio at Risk (meaning 

the total outstanding exposure to parties that are in arrears with any part of their obligations) 1 and 30 days. 

Overall PAR 30 for the Bank was 17.9% as of 31 December 2021 (20.69% in 2020). Writeoffs during the 

year totalled Frw 643,487 thousand or 3.6% of the total portfolio (Frw 406,506 thousand in 2020).   



 

 

The following table shows the current quality of the loan portfolio. The risk coverage ratio puts loan loss provisions 

in relation to the PAR 30 portfolio.  

As of 31 December 2021, the quality of the loan portfolio is as follows:  

 Outstanding Portfolio  PAR>30  PAR>90  Risk Coverage   

Ratio  

 `000 Frw  `000 Frw  %  `000 Frw  %  %  

 10,113,508  1,810,037  17.9%  1,615,264  15.97%  81.93%  
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An Frw depreciation against USD of 3.8% would result in a pre-tax net loss from currency revaluations of Frw 

60,392 thousand (2020: loss of Frw 6,286 thousand). An Frw appreciation against EUR of 4.4% would result 

to a pre-tax net gain from currency revaluations of Frw 69,418 thousand (2020: Frw 2,682 thousand).  

Liquidity risk  

Liquidity risk in the strict sense of the word is the danger that a bank will no longer be able to meet its payment 

obligations in full, or in a timely manner. In a wider sense, it is the danger that additional funding can no 

longer be obtained, or can only be obtained at significantly increased costs.   

The Bank concentrates on lending to micro, small and medium sized enterprises as well as individuals – the 

portfolio of such loans makes up 44% (2020: 53%) of total assets. The portfolio is highly diversified to a large 

number of customers, and almost exclusively consists of instalment loans with monthly annuity repayments 

of interest and principal.   

The main sources of refinancing are customer deposits 58% (2020: 50%); borrowings from financial 

institutions 7% (2020: 29%) of total assets and equity of 26% (2020: 12%). Borrowings are predominantly 

medium-long term and from specialised microfinance investment vehicles.   

As a result, the Bank has a structurally positive liquidity mismatch and a strong liquidity position. In the event 

of a liquidity shortage, the Bank could react by reducing the speed of growth of the loan portfolio, which would 

lead to opportunity costs but not immediately increase funding cost. In view of these factors, the Bank uses 

a relatively simple liquidity management system that is based on a rolling forecast of cash flows as well as 

regular maturity mismatch analysis. The Bank applies a number of externally and internally set liquidity 

indicators and is usually well within the established limits.   

Liquidity management is under the responsibility of an Asset and Liability Committee (ALCO) which is under 

Risk Committee that is composed of members of the management team and other key managers. Additional 

oversight and control are provided by the Bank’s Board of Directors as well as the AccessHolding head office 

in Berlin. Throughout the reporting period, the Bank had adequate liquidity available at all times to meet all 

financial obligations in a timely manner.   

The Bank maintains a high level of cash and cash equivalents that can be easily liquidated in the event of an 

unforeseen interruption in cash flow. The liquidity position is assessed under a variety of scenarios, giving 

due consideration to stress factors relating to both the market in general and specifically to the Bank. Liquid 

assets consist of balances with the Central Bank and loans and advances to banks with maturity below than 

90 days. The Bank believes it is important to use current accounts and savings accounts as sources of funds 

to finance lending to customers.  

They are monitored using the liquid assets to deposit ratio. The liquidity ratios as at year-end were, as follows:  

  2021    2020  

Liquid Assets / Total Assets  15.49%    24.76%  

Liquid Assets / Deposits < 90 days  91.74%    91.12%  

Additionally, the Bank monitors deposit concentration on single counterparties. The following table shows the 

amount of the deposit portfolio concentrated in the 10 largest client exposures.  

In `000 Frw  2021    2020  

Total deposits  8,644,777    8,660,704  

10 largest client exposures  3,954,000    3,704,086  



 

 

Percentage (%)  46%    43%  

            



 

 

  



 

 

  



 

 

  



 

 

 



 

 

  



 

 

 



 

 

  FINANCIAL STATEMENTS AND NOTES  76  
Continued  

Compliance risks  

Compliance risks in the Bank arise from national standards as well as international conventions.   

Anti-money laundering and anti-terrorist financing procedures are an important focus area. The Bank has 

adopted detailed procedures for managing both issues, which are centred on a strict KYC (Know Your Client) 

policy and which serve to protect the customers and the laws. The procedures have been prepared in 

accordance with FATF (Financial Action Task Force) and other international recommendations.  

These and other compliance risks are managed by the relevant departments of the Bank, including the 

finance, operations and legal department.  Organisation of the risk management function  

Overall responsibility for risk management lies with the executive management of the Bank, which reports to 

the Board Risk Committee and Audit Committee. Specific risks are monitored by special committees on 

management level (and in some cases Board of Directors’ level) – this includes, Risk Committee, Credit 

Committee, Remuneration Committee and IT Committee. These committees meet on a regular basis and 

record their findings and decisions.  

Regular meetings and training events support the exchange of best practices and the development and 

enhancement of the risk management function.  

Internal Audit  

Having an independent Internal Audit Function (IAF) is a vital part of the corporate governance framework of 

the Bank. In order to provide for its independence, the IAF reports functionally to the Audit Committee as a 

sub-committee of the Board of Directors and administratively to the Chief Executive Officer (CEO) of the 

Bank.   

The IAF operates independently in carrying out its duties and is free to initiate any investigation at any time as 

and when deemed appropriate. The activities of the IAF are governed by a charter that clearly outlines its 

role, responsibilities and scope of work and guarantees the standing and authority of the Internal Audit 

Function within the Bank.  

In order to maintain its objectivity, the IAF is not involved in any day-to-day banking operations and control 

procedures. Instead, each business unit is responsible for its own internal control activities and for monitoring 

effectiveness and efficiency of its operations.   

The IAF uses a risk-based approach both in determining its annual audit plan as well as in identifying audit 

priorities for individual audit assignments. In carrying out its duties, the IAF is guided by the International 

Standards for the Professional Practice of Internal Auditing, which are issued by the Institute of Internal Auditors 

– the global standard setter for internal audit.   

The scope of work of the IAF is to determine whether the system of risk management, internal control and 

governance processes, as designed and implemented by the management, is adequate and functioning properly 

in the Bank. This mainly covers:   

 Reviewing the functionality, effectiveness and adequacy of the risk management activities of the Bank,  

 Reviewing the major systems of internal control in all areas of the Bank and assessing its adequacy, 

effectiveness and efficiency,   

 Reviewing the procedures established by the management to determine and ensure compliance with all 

plans, policies, procedures, laws and regulations that could have a significant impact on objectives, 

operations and reports/financial information.  



 

 

Therefore, the IAF is authorized to have unrestricted access to all functions, records, property and personnel 

needed to carry out its duties.   

Internal audit functions of the Bank continued with further development and improvement of audit practic- 



 

 

  

  

es by emphasizing risk and process - based audit methodologies. For the year 2021, 12 regular audit   

assignments were planned and approved by the Board of Director. All the planned audit assignments have  

been completed throughout the year. In addition to that 7 special audit assignments have been completed.   

By the end of 2021, the Bank had in total 5 staff members within Internal Audit (2020: 4)    

Events after the reporting period   

The Bank assessed the events after reporting period and confirm that there were non -   adjusting events to  

the statement of financial position.   

Related - party transactions   

The following table provides the total amount of transactions and balances that have been entered into  

with related parties for the relevant financial year:   

In ‘000 Frw   Access Microfinance Holding AG   AB Microfinance Nigeria   

  2021   2020   2021   2020   

Consultancy service   -   -   10,270   3,018   

Royalty service   -   -   -   -   

Amounts due from related parties   16,532   14,165   -   -   

Amounts due to related parties   -   -   -   -   

Access Microfinance Holding AG   

As at 31 August 2021 the Bank finalized a restructuring agreement with its existing lenders and its parent  

AccessHolding. Besides the waiver of substantial parts of the outstanding debt, AccessHolding irrevocably  

and unconditionally waived any fee or payment which is or has become due to it under the AH Group Ser- 

vices Contract; and any future fee or payment which arises under the AH Group Services Contract in respect  

of the period up to and including 31 December 2022.   

In addition, AccessHolding irrevocably and unconditionally waived any fee or payment which is or has be- 

come due to it under the AH Software License Agreement; and any future fee or payment which arises un- 

der the AH Software License Agreement in respect of the period up to and including 31 December 2022.   

AccessHolding also acts as counterparty to the MasterCard Foundation, which provides grants to the Bank.  

The receivable to AccessHolding therefore represents a reimbursement for expenditures covered in the  

grant agreement.   

AB Microfinance Bank Nigeria   

AB Microfinance Bank Nigeria is a sister entity under joint ownership of Access Microfinance Holding AG,  

which provides IT audit services to the Bank.   

  

Compensation of key management personnel of the Bank   

In ‘000 Frw   2021     2020   

Employee benefits   504,326     394,565   

Employer contribution to pension funds (RSSB)   25,099     19,197   

Total   529,425     413,762   
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No loans have been disbursed to members of the Board of Directors or of management team.   

Members of the Board of Directors received sitting allowances of Frw 25,039 thousand in 2020   

(2019:  Frw 23,359 thousand ).   

    In ‘000 Frw   2021       2020   

    At 1 January   1,288,744         1,294,415   

    Additions   41,931       161,385   

    Modifications   -       89,336   

    Derecognition   (363,517)       (69,923)   

    Finance cost   142,644         132,840   

    Lease payments   (158,583)         (319,309)   

    At 31 December   951,219       1,288,744   

 Lease liabilities (39)   
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Amount recognized in the statement of profit or loss and other comprehensive income:   

Interest expenses: 142,644   

  

Amount recognised in the statement of cash flows:    

Interest expenses: 142,644   

Lease payment: 158,583   



 

 

  

  

Other Disclosures   

Item   
Amount / 

ratio/number   

A. Capital strength       

a. Core capital (Tier 1)   2,841,403   

b. Supplementary capital (Tier 2)   111,788   

c. Total capital   2,953,191   

d. Total risk weighted assets   8,943,063   

e. Core capital /Total risk weighted assets (Tier 1)   31.77 %   

f. Tier 2 ratio   % 1.25   

g. Total capital /Total risk weighted assets   33.02 %   

h. Leverage ratio   % 18   

II. Credit Risk       

1 . Total gross credit risk exposures: after accounting offsets and  

without taking into account credit risk mitigation   
10,113,508   

2 . Average gross credit exposure, broken down by major types of  

credit exposure   
10,113,508   

Micro   9,235,924   

SME   717,819   

Other Loans   159,765   

a) Loans, commitments and other non - derivative off - balance sheet  

exposure   
-   

b) Debt securities   1,363,785   

c) OTC derivatives   
                                                

-   
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C. Liquidity risk       

High Quality liquid assets   2,081,946   

Total net cash outflows   2,550,728   

a) Liquidity Coverage Ratio (LCR)   365 %   

Available stable funding   14,843,545   

Required stable funding   7,797,286   

b) Net Stable Funding Ratio (NSFR)   141 %   

D. Operational Risk   Type   Number   Amount   

Number and Types of Frauds and their corre- 

sponding amount   

                                                            

-   
                -   

                

-   

E. Market Risk       

  a. Interest rate risk   -   

  b. Equity position risk   -   

  c. Foreign exchange risk   82,359   

        

F. Country Risk       

  a. Credit exposures abroad   -   

  b. Other assets held abroad   60,081   

  c. Liabilities to abroad   1,019,422   

        

G. Management and Board composition       

  a. Number of Board members   4   

  b. Number of independent directors   2   

  c. Number of non - independent directors   2   

  d. Number of female directors                                               1   

  e. Number of male directors   3   

  f. Number of senior managers   4   

  g. Number of female senior managers   0   

  h. Number of male senior managers   4   
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