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Our Mission Statement

To create partnerships for wealth
creation through professional, innovative 
and personal customer care
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† Dividends are accounted for in the year in which they were declared by the board and
subsequently approved at the AGM. 

# Including subordinated debt of $15.0m which was converted to Tier 1 Capital in 2010.

Financial statements are prepared under International Financial Reporting Standards as
adopted by the European Union (IFRS).

Thousands of US dollars
(unless otherwise stated)

2014 2013 2012 2011 2010

Reporting period ended 31st December 31st December 31st December 31st December 31st December

Total Income 10,605 11,413 13,310 14,923 11,620
Profit / (Loss) before tax 1,483 (571) 2,924 5,374 3,030
Profit / (Loss) after tax 1,161 (455) 2,160 3,943 2,158

Dividends declared        † - - 945 - -

Shareholders’ Funds       # 74,061 72,647 73,856 72,131 68,349
Total Assets 431,568 489,215 505,115 932,836 714,018

Capital / Risk Weighted Assets 74% 39% 43% 21% 27%
Return on Equity 2.0% (0.8%) 4.0% 7.7% 5.0%
Cost Income Ratio 87% 85% 73% 64% 74%

Dollar / sterling exchange rate
Year end $1.56 $1.65 $1.62 $1.55 $1.55
Average $1.66 $1.57 $1.59 $1.61 $1.54

Union Bank serves you better

http://www.unionbankuk.com


I am pleased to present the UBUK results for 2014 and
prospects for the forthcoming year.

During the year, our parent, Union Bank of Nigeria (UBN) made significant strides in the execution
of its transformation objectives. Technology being a key driver of success, UBN significantly
upgraded its technology to improve network stability across its various channels. 

In addition, the Bank successfully overhauled operations and processes in order to consistently
deliver quality service to customers and established a Central Processing Center which provides
streamlined, cost efficient, and consistent processing of its branch operations. UBN also
established an automated Customer Contact Center which provides 24/7 telephone service to
customers. These achievements have significantly impacted the customer experience and have
laid a foundation for further improvements which we will seek to leverage at UBUK.  

2014 Economic Review - Nigeria and UK 

The UK economy grew by 2.6% in 2014, the fastest pace since 2007, up from 1.9% in 2013. The
economy has been recovering at a relatively strong rate (compared to other G7 economies),
placing it among the fastest growing advanced economies in 2014. 

Similarly, Nigeria’s economy grew by a forecasted ~6.3% in 2014, notwithstanding declining oil
revenues and devaluation of the Naira. The performance of the economy continues to be
underpinned by favourable improvements in the non-oil sector – Agriculture, Trade and Services,
which present a huge opportunity for the banking industry. The non-oil growth is expected to
remain robust and the peaceful conclusion of general elections, strengthened buffers and
containment of fiscal pressures should allay concerns of ratings agencies who had previously
placed a negative outlook on the country citing falling oil prices and concerns over the elections. 

UBUK – 2014 Performance

In 2014, priority was given to developing and refining UBUK’s strategy and further aligning it with
UBN’s ambition. Our results which are improved over 2013, reflected signs of the successful
implementation of the new strategy and the bank’s ability to attract profitable business by
diversifying our lending and fixed income offerings. By focusing on deposits, lending and
increasingly, the trade business, we have enhanced our potential for growth. Our bond portfolio
also recovered significantly during the year with no material loan loss provisions.

Board Changes

After four years on of service to UBUK, Mr. Asue Ighodalo resigned his position as non-Executive
Director. On behalf of the Board I would like to thank him for his invaluable contribution to the
progress of UBUK through the years.

Chairman’s Statement
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Chairman’s Statement 
Continued

2015 Outlook

UBUK is poised to capitalise on the strong growth in both the Nigerian and UK economies by
deepening its core focus on Corporate and Commercial banking, while also selectively expanding
the retail banking portfolio. Through its Trade, Correspondent Banking and Treasury portfolios,
UBUK has aligned its strategy with UBN, thereby positioning it to deliver increased value.

We expect to see increased business activity in 2015 as we fully implement the UBUK strategy
articulated in 2014. We are already seeing good traction with the increase in trade volumes
resulting from improved synergy with UBN.  Similarly, we should also expect to see continued
expansion across all UBUK products.

Our targets for 2015 are ambitious but we will work closely with UBN to collaborate and build on
the current synergies. To this end, we have built a strong business development team which will
enable us identify and attract business in our target markets and drive performance. 

I look forward to 2015 with optimism and continue to count on your support and commitment to
UBUK, our customers and stakeholders.

Thank you.

Emeka Emuwa
Chairman

http://www.unionbankuk.com
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Please Note
The financial statements information contained
herein conforms to IFRS for the display of
financial data.

Contents
Directors, Advisers and Principal Officers

Strategic Report

Directors’ Report

Directors’ Responsibilities and 
Corporate Governance

Independent Auditor’s Report

Statement of Comprehensive Income

Statement of Financial Position

Statements of Changes in Equity

Statement of Cash Flows

Notes to the Financial Statements

Contact Details

Disclosures of information recommended
under Basel II, Pillar 3 may be found on our
website, www.unionbankuk.com

Union Bank UK plc

08

09

11

15-16

17

18

19

20

21

22-53

54

http://www.unionbankuk.com


UNION BANK UK plc
Annual Report & Financial Statements

31st December 2014

7

Directors & Advisers

Emeka Emuwa

Non-executive Chairman and
Group Managing Director/
Chief Executive of Union Bank
of Nigeria plc 

Kaonen A Ali

Managing Director/
Chief Executive 

Marc X M G Biglia

Independent non-executive and
Chairman of the Credit &
General Purposes Committee

David J Forster

Executive Director / Chief
Operating Office 

Directors and Secretary

Registered Office: 14-18 Copthall Avenue, London EC2R 7BN

Kandolo S Kasongo

Non-executive and Executive
Director of Union Bank of
Nigeria plc

Gavin C Laws

Independent non-executive 
and Chairman of the Audit
Committee

David W Keene

Secretary

http://www.unionbankuk.com


UNION BANK UK plc
Annual Report & Financial Statements
31st December 2014

8

Advisors

Solicitors: Hogan Lovells Atlantic House, London EC1A 2FG

Auditors: BDO LLP 55 Baker Street, London W1U 7EU

Principal Officers

Management Committee: Kaonen A Ali Managing Director/Chief Executive

David J Forster Executive Director/Chief Operating Officer

Roli Kushimo Director, Institutional & Commercial Banking

Farhood Hieydary Associate Director, Treasury

David W Keene Associate Director, Finance 

Janet A Ntuk Associate Director, Corporate Resources

Christopher C Nwabuoku Associate Director, Internal Audit

Martin Uzus Associate Director, Structured Trade Finance

Donineik Vangaever Associate Director, Risk and Compliance 

- appointed 17th November 2014

Directors, Advisers and 
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Strategic Report

Overview
The Bank continues to serve a retail client base sourced from the large number of Nigerian
nationals resident in both the UK and Nigeria.   UBUK strategy focuses on offering a one-stop
trade finance service with a suite of vanilla (LC advising, confirming, refinancing, bills discounting,
invoice financing etc.) and structured (pre-export, imports, asset-backed, collateral managed
finance, contract finance and invoice discounting etc.) solutions, corporate banking and retail
including current accounts, term deposits, payments, internet banking, pre-paid debit cards and
buy to let mortgages.  The Bank is upgrading its banking computer system in early 2015 and
introducing a full debit card platform in the third quarter of 2015.

Performance
The Bank’s performance in 2014 was encouraging after the disappointing results of the previous
year, producing a pre-tax profit of US$1.483m against the previous year’s loss of US$0.571m.
Included in the results is a write back of a US$0.444m provision made against a debt in 2013
which, after careful evaluation, was deemed fully recoverable and consequently returned to
‘performing’ status in 2014.  The other debt provided against in 2013 was sold during 2014
crystallising the provision made in 2013 of US$1.8m and incurred a final additional write off of
US$0.237m which, together with some small write offs during the year, has been offset against
the write back above leaving a net credit of US$0.185 in the statement of comprehensive income. 

Interest income at US$8.6m was down on the 2013 figure of US$9.7m due to lending
opportunities not materialising together with delays in the drawdown of approved facilities by
customers.  Dealing and exchange profits at US$0.671m were up on the previous year figure of
US$0.466.  A profit of US$0.16m was realised on bond sales, but uncertainty in the bond market
limited activity.  Foreign exchange trading was limited to customer activity, but produced a 10%
increase in profit on the previous year.   Fee and commission income at US$2.425m was down
7% on the previous year with activity in both trade finance commissions and banking fees
reflecting lower volumes in business activity.  Other comprehensive income returned a positive
result against the previous year’s expense.  This resulted from the turnaround in the bond market
during 2014 producing an unrealised mark-to-market gain of US$0.253m net of tax
(2013:US$0.754m loss net of tax).

Costs were again maintained within budget for the year and were reduced from the previous
year, despite the GBP/US$ rate moving against the Bank’s sterling cost base.  The cost savings
mostly resulted from the closure of our representative office.  Impairment charges, as mentioned
above, amounting to US$0.259m were incurred during the year and set off against a write back
of provision producing a net credit of US$0.185m.  2013 had seen a provisioning charge of
US$2.269m.  Debts of US$2.28m were written off during the year against existing provisions.

Key Performance Indicators
The key indicators of the Bank’s performance monitored by the Board are those relating to
profitability as measured by the pre-tax return on equity (ROE) and return on risk weighted assets
(RRWA).  The return on assets is also monitored, but is believed to be a less relevant performance
yardstick as the Bank is regularly the beneficiary of wholesale deposits relating to the Nigerian oil
sector and its parent company.  These deposits are placed on call and are consequently recycled
into the short-term interbank placings.  The ebb and flow of these deposits can give rise to
significant swings in the Bank’s footings and were the principal reason for the fall in total assets
from US$489m to US$432m in the year under review. 

In the 12 months to 31st December 2014, the Bank’s returns on equity and risk weighted assets
were 2.0% (2013: negative 0.8%) and 0.74% (2013: negative 0.34%) respectively.  The key
indicator of efficiency monitored by the Board is the cost/income ratio which rose from 85% to
87% in 2014.  The directors expect this ratio to improve in 2015 and to move closer to 60% by
2017.  

http://www.unionbankuk.com
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Strategic Report
Continued
The Bank recognises that the movement in sterling/US$ rates could impact on its costs and would
take appropriate steps if there was a significant negative movement. The Bank’s results are shown
in the statement of comprehensive income on page 18, with the impact on shareholders’ funds
shown in the statement of changes in equity on page 20.

Future Prospects
The Bank continues to diversify its business geographically in both the lending and fixed income
businesses which is in alignment with a strategy designed to enable UBUK to thrive without
undue reliance on business secured from the parent company.  Business is increasingly being
sought and undertaken in other sub-Saharan African markets either in asset-backed transactions
or co-financing with established international banks and multilateral development agencies.  

Overall, performance remains closely linked to developments in Nigeria, including the financial
strength and performance of the parent bank which is now emerging from the transformation it
has successfully been undergoing. The Transformation Programme, that the parent bank is
undergoing, is to ensure the Bank consistently delivers the best service possible to its customers
and consistently provides value for all its stakeholders

Principal Risks and Uncertainties
The principal risks associated with the business of the Bank are dealt with in the Directors’ report.
The Bank is firmly committed to risk management and to this end has continued to invest in this
area in the form of experienced staff and systems.  

The Board of Directors is ultimately responsible for risk management policies, limits and risk
appetite. It is supported by two of its standing Committees, Credit and General Purpose
Committee and Audit Committee, who assist in formulating policy and provide strategic direction
for all aspects of risk management. These Committees, in turn, charge management to develop,
update and implement these policies, controls and limits with risk management ensuring that
there is no event or combination of events that will materially affect the stability of the Bank.
Management operates through a number of committees, namely The Asset and Liability
Committee, Credit Committee and Management Committee, each having their own terms of
reference.

All credit decisions and new products require the approval of one or more committees depending
on the amount required and are initially approved by Risk Department before any approval is
taken. Risk will monitor the credit until drawdown to ensure all conditions precedent are met. All
portfolios and limits are continuously monitored by senior management.

Towards the end of 2014 the dramatic drop in oil prices coupled with the devaluation of the Naira
and the subsequent restrictions on foreign exchange in Nigeria created uncertainty in the
markets. Management has closely followed these events and evaluated the possible impact on
our portfolios. The impact on the Bank for 2014 was minimal. Management has also carried out a
full review of loans and sources of funding which may be affected by oil prices and the Naira and
believe that the Bank is well placed to manage any subsequent events. In addition, the Bank
makes an assessment with regard to the economic climate in the major markets in which the
Bank participates, the financial position of the Union Bank of Nigeria, current and prospective
regulatory developments and their likely impact on the Bank’s capital and liquidity requirements,
and the Bank’s approach to the management of key risks, as well as current budgets and financial
forecasts for profitability, capital and liquidity requirements. 

Approved by the board of directors and signed on behalf of the board

Dr KA Ali
Managing Director / Chief Executive 13th April 2015
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Principal Activities
Union Bank UK plc (UBUK or the Bank) was
incorporated in England and Wales on 10th
February 2003 as a wholly owned subsidiary
of the Union Bank of Nigeria Plc (UBN). 

The Bank is authorised under the Financial
Services and Markets Act 2000 (FSMA 2000),
to carry on regulated financial services
activities, including deposit-taking and dealing
in investments as principal.  The business of
the Bank includes the provision of retail and

commercial banking, treasury and trade
finance services.

The Bank, with the assistance of UBN, has
established and maintains the management
structure, policies, systems and procedures
necessary to enable compliance with the rules
and regulations of the Financial Conduct
Authority (FCA) and the Prudential Regulation
Authority (PRA). 

Going Concern Basis of Preparation
The financial statements are prepared on a
going concern basis.

In keeping with the guidance issued by the
Financial Reporting Council in October 2009,
the Board has considered formally whether it
is appropriate to prepare the financial
statements on a going concern basis and has
concluded that the Bank has sufficient
resources to continue in business for the
foreseeable future. In making this assessment,
the Board has considered a wide range of
information relating to present and future
conditions, including that set out under the

headings ‘Financial Risk Management’ and
‘Developments in Financial Regulation’ below
and in the Strategic Report under ‘Principal
Risks and Uncertainties’. 

.

Directors
The directors of the Bank at the date of this report and those who served during the year ended
31st December 2014, are as follows:

During the year, the Bank provided qualifying third party indemnity provision on behalf of 
the directors.

Directors’ Report

The directors have pleasure in presenting their report together with the
audited financial statements for the year ended 31st December 2014. The
review of the business, operations, principal risks and outlook are included
in the Strategic Report on pages 9 and 10.

Mr AC Emuwa - Chairman
Dr KA Ali - Managing Director/Chief Executive
Mr MXMG Biglia - Non-executive 
Mr DJ Forster - Executive Director/Chief Operating Officer
Mr AA Ighodalo - Non-executive – resigned 31st July 2014 
Mr KS Kasongo - Non-executive 
Mr GC Laws - Non-executive – appointed 30th January 2014 

http://www.unionbankuk.com
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Financial Results
The Bank’s financial statements are prepared
under International Financial Reporting
Standards (IFRSs) as endorsed by the European
Union (EU).  The functional currency of the
Bank for financial reporting purposes is the US
dollar (US$), being the currency in which the
majority of its assets, liabilities, capital and
revenues are denominated. 

The financial statements for the year ended
31st December 2014 are shown on pages 18
to 53.  The profit for the year after taxation
amounted to US$1,161,000 (2013 – loss
US$455,000).

No dividend was paid in respect of the year
ended 31st December 2014 (2013 – US$nil). 

The directors do not propose the payment of
a final dividend for the year (2013 – US$nil)

Financial Risk Management
The principal risks associated with the business
of the Bank are credit risk, liquidity risk,
market risk and operational risk.

The Bank has established a comprehensive risk
management framework to manage these
risks, guided by the Basel Committee’s
principles for sound risk management and
compliance with Basel II and FCA and PRA
prudential regulations, including those in
respect of liquidity risk.  The Board establishes
the risk governance structure and sets the
overall risk appetite and tolerance for both
risks to the capital and the liquidity position of
the Bank, alongside key risk management
policies, including limits relating to credit,
market and liquidity risks.  The framework
provides for independent oversight of business
units, risk identification, assessment and
measurement, as well as stress testing of key
risks and various other risk mitigation and
monitoring techniques.

Financial and other risks are assessed and
documented as part of the Bank's Internal
Capital Adequacy Assessment Process (ICAAP)
whereby 'treated risk' after mitigation is
considered and internal capital allocated

accordingly.  The assessment of risks and
allocation of capital recognises the Bank's
commitment to the Nigerian and African
markets. These include political, infrastructure
and concentration risks, including dependence
on industry sectors such as oil and gas.  These
risks are significantly mitigated by virtue of the
specialised knowledge and experience of the
Bank and UBN. This permits the taking of
informed decisions as to risk assumption and
mitigation of such risks.  The latest ICAAP, as
at 30th September 2014, reveals a sizeable
capital buffer in keeping with the lower level
of footings of the Bank at that date.

The Bank has a clearly defined risk appetite
including policies for the identification of key
risks and also has in place Credit Grading and
Key Risk Indicator tools.

As required by the UK regulatory authorities,
the Bank prepares an Individual Liquidity
Adequacy Assessment (ILAA) with the latest
document as at 31st December 2013.  The
framework is designed to assess whether the
Bank is able to survive liquidity stresses of
varying magnitude and duration, including the
provision to build up a liquidity asset buffer
(LAB) of UK Government or similar quality
securities to be used in a liquidity stress event.

The results of this ILAA, which has been
reviewed and approved by the Board and the
Bank’s Internal Auditor, indicated that as at
31st December 2013, there was a positive
overall net cumulative gap within the three-
month stress period and that the LAB
requirement was US$12m.  Further
information concerning the Bank’s policies for
managing risks associated with financial assets
and liabilities is set out in note 29 to the
financial statements.

The Bank has completed a Recovery and
Resolution Plan as at 30th June 2014. The
process includes identifying events and
triggers thereto which would force the Bank
to need to recover from an actual or imminent
failure of all or part of its business and
agreeing, in consultation with the twin
regulatory authorities, the critical economic

Directors’ Report
Continued
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functions undertaken by the Bank for which a
Resolution Pack will be put in place to be used
by those authorities or their appointed agents.

Developments In Financial Regulation
The Bank continues to monitor developments
in relation to Basel III.  In addition to
traditional capital requirements, banks will
also be required to build up a Capital
Conservation Buffer of 2.5% of RWA
between 1st January 2016 and 1st January
2019 and a Countercyclical Capital Buffer of
2.5% of RWA, although a degree of
uncertainty remains over the specific
implementation measures and types of capital
instrument (other than common equity) which
may count towards these requirements.  Also
under the current Basel proposals, the Bank
will be required to meet two new liquidity
ratios being the Liquidity Coverage Ratio (LCR)
and a Net Stable Funding Ratio (NSFR).  LCR is
due to be implemented with effect from 1st
January 2015 and NSFR as a minimum
standard from 1st January 2018.   In response
to Basel III and CRD IV, the European Banking
Authority (EBA) has introduced standardised
European reporting requirements to establish
a central repository for European banking
data.  The implementation date for reporting
was 31st March 2014 and having invested in
new software to facilitate data production,
the Bank was well placed to comply with the
requirements.

In the UK, the PRA has specifically focused on
firm resolution as well as progressing the
implementation in the UK of changes to the
regulation of financial institutions through
amendments to the Capital Requirements
Directive (CRD).  There is some evidence that
reporting is being synchronised, for example
with the Contingency Funding Plan prepared
by regulated firms is now incorporated within
Recovery and Resolution planning.

The results of the Bank’s initial ILAA and
Recovery and Resolution planning have been
discussed in the Financial Risk Management
section above.

Information Management
The Bank seeks to ensure that expenditure on
IT and Communications remains appropriate
to meet all regulatory and business needs.
During the year the Bank commenced the
upgrade of its core FLEXCUBE banking system.
In the coming year, the Bank will extend its
retail banking services to include debit cards.

The Bank recognises the importance of
safeguarding client data and has developed
policies and physical and logical access
controls which, coupled with staff awareness
training, are designed to protect against data
loss.  

Employee Matters
The Bank recognises that its performance is
dependent on the quality of its work force
and the investment it makes in training and
development.  It is the Bank's policy that its
staff should have the opportunity to develop
to their full potential, promote their business
in a manner consistent with the highest
standards and recognise their environmental
and other responsibilities as a corporate
citizen.  Staff competencies, training and
development are planned consistently with
corporate objectives, including the
management of risks, and staff are appraised
and rewarded accordingly.

Property and Equipment, Intangible
Assets and Capital Commitments
Changes in property and equipment and
intangible assets are set out in notes 21 and
22 to the financial statements.

Capital expenditure in respect of intangible
assets, contracted for, but not yet expended,
at 31st December 2014, amounts to
US$0.53m.

Political Donations
The Bank has made no political donations
during the year (2013 – US$nil).

Directors’ Report
Continued
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Directors’ Representation
The directors who held office at the date of
approval of this Directors’ Report confirm that,
so far as they are each aware, there is no
relevant audit information of which the Bank’s
auditor is unaware; and each of the directors
has taken all the steps that they ought to have
taken as a director to make themselves aware
of any relevant audit information and to
establish that the Bank’s auditor is aware of
that information.

Auditors
At the Annual General meeting held in April
2014 a resolution was passed removing
KPMG Audit Plc as auditors and appointing
BDO LLP in their stead.  BDO LLP has indicated
its willingness to continue in office and a
resolution concerning their re-appointment
will be proposed at the forthcoming Annual
General Meeting.

By order of the Board

DW Keene
Company Secretary

14 - 18 Copthall Avenue
London EC2R 7BN

13th  April 2015

Directors’ Report
Continued
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The directors are responsible for preparing the
Strategic Report and the Directors’ Report and
the financial statements in accordance with
applicable law and regulations. 

Company law requires the directors to 
prepare financial statements for each financial
year. Under that law they have elected to
prepare the financial statements in accordance
with IFRSs as adopted by the EU and
applicable law. 

Under company law the directors must not
approve the financial statements unless they
are satisfied that they give a true and fair view
of the state of affairs of the company and of
the profit or loss of the company for that
period. In preparing these financial
statements, the directors are required to: 

• select suitable accounting policies and then
apply them consistently; 

• make judgements and estimates that are
reasonable and prudent; 

• state whether they have been prepared in
accordance with IFRSs as adopted by the
EU; and 

• prepare the financial statements on the
going concern basis unless it is
inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the company’s
transactions and disclose with reasonable
accuracy at any time the financial position of
the company and enable them to ensure that
the financial statements comply with the
Companies Act 2006. They have general
responsibility for taking such steps as are
reasonably open to them to safeguard the
assets of the company and to prevent and
detect fraud and other irregularities. 

Website Publication
The Directors are responsible for ensuring the
Directors’ Report and financial statements are
made available on a website. Financial
statements are published on the Company’s
website in accordance with legislation in the
United Kingdom governing the preparation
and dissemination of financial statements,
which may vary from legislation in other
jurisdictions. The maintenance and integrity of
the Company’s website is the responsibility of
the Directors. The Directors’ responsibility also
extends to the ongoing integrity of the
financial statements contained therein.  

Corporate Governance
The Board of Directors of the Bank comprises
two executive directors, two non-executive
directors appointed by UBN, one of whom is
the chairman of the Board, and three
independent non-executive directors.
Currently there are only two independent
non-executive directors in-situ, following the
resignation of Mr Ighodalo, and a replacement
is being actively sought.  The Board meets at
least quarterly and has defined responsibilities
for the overall direction, supervision and
control of the Bank, including assessment of
the Bank’s competitive position, approval of
strategic and financial plans and review of
performance and financial status.  It reviews
and approves significant changes in the Bank’s
structure and organisation and establishes the
risk framework, overall risk appetite and key
policies in relation to credit, large exposures,
impairment, liquidity and operational risk. The
Board also approves and monitors the Bank’s
policies, procedures and processes in
connection with the fight against financial
crime.  
The Board has three standing committees: the
Credit & General Purposes Committee
(C&GPC), the Establishment & Remuneration
Committee (E&RC) and the Audit Committee.
Each of these standing committees is chaired
by an independent non-executive director, has
written terms of reference and, with the
exception of the Audit Committee, defined

Statement of Directors' Responsibilities in respect of the Strategic Report
and Directors' Report and the Financial Statements

Directors’ Responsibilities and
Corporate Governance
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limits of authority. The C&GPC meets as often
as required but at least quarterly, the Audit
Committee and the E&RC meets quarterly.
The primary functions of the C&GPC is to
consider credit proposals in excess of the limits
of authority of the executive Assets &
Liabilities and Credit Committees of the Bank,
to review financial plans and actual
performance against plan, to consider, and
check the progress of major IT initiatives and
to monitor compliance with the Bank’s credit,
large exposure, impairment, liquidity and
market risk policies and financial regulations
generally.

The Audit Committee comprises solely non-
executive directors and is chaired by a
financially experienced individual.  Meetings
are attended by the Bank’s Associate Directors
from Internal Audit and Compliance, by
executive directors when requested and by the
independent external auditors.  The primary
functions of the Audit Committee are to assist
the Board in fulfilling its oversight
responsibilities by monitoring and assessing
the integrity of financial statements, the
qualifications, independence and performance
of external auditors, compliance with legal
and regulatory requirements and the
adequacy of systems of internal accounting
and financial controls.  Its assessment of the
internal control environment is made by
reviewing and approving the plans of Internal
Audit and considering and questioning
management on operational audit reports.
The Audit Committee also approves the
appointment of, and fees paid to, the external
auditors for all audit and non-audit work.  It is
also responsible for the recruitment or removal
of the heads of Internal Audit and Compliance
and for appraisal of the performance of those
functions.

The E&RC has responsibility for considering
matters related to human resource policy,
including compensation arrangements.  In
particular, it reviews and recommends to the
Board both overall compensation pools and
the remuneration of executive directors and
certain other members of senior management.
It has responsibility also for certain matters
relating to the infrastructure of the Bank,
including premises, the working environment
of staff and insurance arrangements.

Directors’ Responsibilities and
Corporate Governance
Continued
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We have audited the financial statements of
Union Bank UK plc for the year ended 31st
December 2014 which comprise the
statement of financial position, the statement
of comprehensive income, the statement of
cash flows, the statement of changes in equity
and the related notes.  The financial reporting
framework that has been applied in their
preparation is applicable law International
Financial Reporting Standards (IFRSs) as
adopted by the European Union.

This report is made solely to the company’s
members, as a body, in accordance with
Chapter 3 of Part 16 of the Companies Act
2006.  Our audit work has been undertaken
so that we might state to the company’s
members those matters we are required to
state to them in an auditor’s report and for no
other purpose.  To the fullest extent permitted
by law, we do not accept or assume
responsibility to anyone other than the
company and the company’s members as a
body, for our audit work, for this report, or for
the opinions we have formed.

Respective responsibilities of directors 
and auditors
As explained more fully in the statement of
directors’ responsibilities, the directors are
responsible for the preparation of the financial
statements and for being satisfied that they
give a true and fair view.  Our responsibility is
to audit and express an opinion on the
financial statements in accordance with
applicable law and International Standards on
Auditing (UK and Ireland).  Those standards
require us to comply with the Financial
Reporting Council’s (FRC’s) Ethical Standards
for Auditors. 

Scope of the audit of the financial
statements
A description of the scope of an audit of
financial statements is provided on the FRC’s
website at
www.frc.org.uk/auditscopeukprivate. 

Opinion on financial statements
In our opinion the financial statements: 

• give a true and fair view of the state of the
company’s affairs as at 31st December
2014 and of its profit for the year then
ended; 

• have been properly prepared in accordance
with IFRSs as adopted by the EU; and 

• have been prepared in accordance with the
requirements of the Companies Act 2006. 

Opinion on other matters prescribed by
the Companies Act 2006
In our opinion the information given in the
Strategic Report and the  Directors’ Report for
the financial year for which the financial
statements are prepared is consistent with the
financial statements. 

. 

Daniel Taylor
(Senior Statutory Auditor)
for and on behalf of BDO LLP,
Statutory Auditor
Chartered Accountants

London W1U 7EU

13th April 2015

Independent Auditor’s 
Report

Independent Auditor’s Report to the Members of Union Bank UK plc 
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Statement of 
Comprehensive Income
For the year ended 31st December 2014

Year Ended Year Ended
31 December 2014 31 December 2013

Note US$'000 US$’000

Interest income 5 8,601 9,722 
Interest expense 6 (1,092) (1,389)

Net interest income 7,509 8,333

Fees and commission income 7 2,425 2,614
Dealing and exchange profit 8 671 466 

Total income 10,605 11,413

Administrative expenses 10 (8,802) (8,921)
Depreciation and amortisation 21/22 (415) (697)
Net increase/(decrease) in provisions for 
impairment 20 185 (2,269)

Other operating expense 9 (90) (97)

Profit / (Loss) before tax 1,483 (571)

Tax (charge) / credit 14 (322) 116

Profit / (Loss) for the year after tax 1,161 (455) 

Other comprehensive income from continuing
operations that maybe recycled, net of income tax 253 (754)

Total comprehensive income / (expense) for the year 1,414 (1,209)

The result for the year is derived entirely from continuing activities.

The notes on pages 22 to 53 for m part of these financial statements
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Statement of Financial Position
As at 31st December 2014

2014 2013
Note US$'000 US$’000

Assets

Cash and cash equivalents 16 57,044 7,307
Financial assets - derivatives 36 -
Financial assets available-for-sale 17 19,049 24,966
Loans and advances to banks 18 294,907 410,423
Loans and advances to customers 19 56,051 43,207
Property and equipment 21 504 404
Intangible assets 22 1,887 763
Other assets 1,405 1,451
Prepayments 636 599
Deferred tax assets 14 49 95

Total Assets 431,568 489,215

Liabilities

Deposits by banks 23 235,670 256,211
Customer accounts 24 119,067 157,203
Financial liabilities - derivatives 36 -
Other liabilities 25 1,951 2,338
Accruals and deferred income 26 699 816
Tax payable 84 _

Total Liabilities 357,507 416,568

Equity

Called up share capital 27 60,090 60,090
Available-for-sale reserves (152) (405)
Retained earnings 14,123 12,962
Equity 74,061 72,647

Total Liabilities and Equity 431,568 489,215

These financial statements were approved by 
the Board of Directors and authorised for issue 
on 13th April 2015.

Signed on behalf of the Board of Directors:

Dr KA Ali
Managing Director / Chief Executive

The notes on pages 22 to 53 form part of these financial statements
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Statement of 
Changes in Equity

Share Available-for Retained Total
Capital -Sale Reserves Earnings Equity
US$'000 US$'000 US$'000 US$'000

Balance as at 1st January 2013 60,090 349 13,417 73,856

Total Comprehensive income for the year
Change in fair value of assets classified 
as available-for-sale - (1,108) - (1,108)

Current tax recognised on fair value loss on 
assets classified as available-for-sale - 354 - 354

Loss for the year - - (455) (455)

Balance attributable to equity 
shareholders as at 31st December 2013 60,090 (405) 12,962 72,647

Total Comprehensive income for the year
Change in fair value of assets classified 
as available-for-sale - 318 - 318

Tax recognised on fair value gain on assets 
classified as available-for-sale - (65) - (65)

Profit for the year - - 1,161 1,161

Balance attributable to equity 
shareholders as at 31st December 2014 60,090 (152) 14,123 74,061
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Statement of Cash Flows

2014 2013
Note US$'000 US$’000

Profit / (Loss) before tax 1,483 (571)

Adjustments for:

Depreciation and amortisation 415 305

Asset written off - 394 

Impairment of loans and advances   (185) 2,269

1,713 2,397

Net decrease in loans and advances to banks 115,516 13,302
Net increase in loans and advances to customers (12,659) (12,557)
Net decrease in financial assets available-for-sale 6,235 5,917
Net decrease / (increase) in other assets 46 (355)
Net increase in prepayments (37) (12)
Net decrease in deposits by banks (20,541) (5,863)
Net decrease in customer accounts (38,136) (8,510)
Net (decrease)/ increase in other liabilities (570) 322
Net decrease in accruals and deferred income 81 303
Income tax paid (272) (444)

Net cash flow (used in) / generated from operating activities 49,663 (7,897)

Acquisition of tangible and intangible assets (1,639) (731)

Net cash flow used in investing activities (1,639) (731)

Dividends paid - -

Net cash flow used in financing activities - -

Net increase / (decrease) in cash and equivalents 49,737 (6,231)
Cash and cash equivalents at 1st January 7,307 13,538

Cash and cash equivalents at 31st December 16 57,044 7,307
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1. Reporting entity

Union Bank UK plc (the Bank) is a
company incorporated in the United
Kingdom under the Companies Act 2006.
The address of the Company’s registered
office is given on page 7.

Information concerning the principal
activities and operations of the Bank and
its regulatory status is set out in the
Directors’ Report and in the notes to the
financial statements.

     2. Basis of presentation

(a) Statement of compliance

The financial statements of the Bank have
been prepared in accordance with
International Financial Reporting
Standards (IFRSs) as issued by the
International Accounting Standards Board
(IASB) and as endorsed by the European
Union (EU).  EU-endorsed IFRSs may differ
from IFRSs as issued by the IASB if, at this
point in time, new or amended IFRSs have
not been endorsed by the EU.  

The following standards and
interpretations which have not been
applied in these financial statements were
in issue but not yet effective at the date of
authorisation of these financial
statements: 

IFRS 9, published in July 2014, replaces
the existing guidance in IAS 39 Financial
Instruments: Recognition and
Measurement.  IFRS 9 includes revised
guidance on the classification and
measurement of financial instruments,
including a new expected loss model for
calculating impairment on financial assets
and a new general hedge accounting
requirements.  It also carries guidance on
recognition and de-recognition of financial
instruments from IAS 39.

IFRS 9 is effective for annual reporting
periods beginning on or after 1 January
2018 with early adoption permitted.  The
Bank is currently evaluating the effect of
implementing this standard.

(b) Going concern basis of preparation

The financial statements have been
prepared on a going concern basis as the
directors continue to be of the opinion
that the Bank has sufficient resources to
continue in business for the foreseeable
future.

In forming this opinion, the directors have
had due regard to the guidance issued by
the Financial Reporting Council in October
2009 entitled ‘Going Concern and
Liquidity Risk: Guidance for Directors of
UK Companies 2009’.  The assessment
enabling the directors to form this opinion
has included a wide range of information
relating to present and future conditions,
as well as obtaining satisfaction as to the
Bank’s own current and prospective capital
adequacy and liquidity and the policies in
place to manage and control the risks
inherent in the markets in which the Bank
operates.

(c) Basis of measurement

The financial statements have been
prepared on the historical cost basis,
except for the revaluation of certain
financial instruments as required under
IFRSs.

(d) Functional and presentation currency

The directors are of the opinion that the
functional currency of the Bank is the US
dollar (US$), being the currency in which
the majority of the assets, liabilities and
revenues are denominated. Therefore,
these financial statements are expressed in
US$ and all financial information is
presented in US$, rounded to the nearest
thousand.

(e) Use of estimates and judgement

The Bank makes certain estimates and
assumptions regarding the future.
Estimates and judgements are continually
evaluated based on historical experience
and other factors, including expectations
of future events that are believed to be
reasonable under the circumstances. In

Notes to the Financial Statements
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the future, actual experience may differ
from these estimates and assumptions.
The estimates and assumptions that have
a significant risk of causing a material
adjustment to the carrying amounts of
assets and liabilities within the next
financial year are discussed below.

i. Loan loss provisioning

UBUK’s loan impairment provisions are
established to recognise incurred
impairment losses in its portfolio of loans
classified as loans and receivables and
carried at amortised cost. A loan is
impaired when there is objective evidence
that events since the loan was granted
have affected expected cash flows from
the loan. The impairment loss is the
difference between the carrying value of
the loan and the present value of the
estimated future cash flows at the loan’s
original effective interest rate.

The impairment losses are recognised as
the difference between the carrying value
of the loan and the discounted value of
the management’s best estimate of future
cash repayments and proceeds from any
security held. The actual amount of the
future cash flows and the date they are
received may differ from these estimates
and consequently, actual losses incurred
may differ from those recognised in these
financial statements.  More information
including carrying values is included in
note 19.

The quantum of these provisions as at
31st December 2014 is US$1,174,000
(2013 US$3,476,000)

(f) Comparative information

These financial statements include twelve
months of comparative information for
the statement of comprehensive income,
statement of financial position, statement
of changes in equity, statement of cash
flows and related notes on the financial
statements.

3. Summary of significant accounting 
policies

(a) Interest income and expense

Interest income on financial assets that are
classified as loans and receivables, held-to-
maturity or available-for-sale and interest
expense on financial liabilities are
recognised in the statement of
comprehensive income using the effective
interest rate method. The effective interest
rate is the rate that exactly discounts the
estimated future cash receipts and
payments through the expected life of the
financial asset or liability (or, where
appropriate, a shorter period) to the
carrying amount of the financial asset or
liability. 

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

Interest on impaired financial assets is
calculated by applying the original
effective interest rate of the financial asset
to the carrying amount as reduced by any
allowance for impairment.

Interest income and expense presented in
the statement of comprehensive income
include interest on financial assets and
liabilities held at amortised cost on an
effective interest rate basis.

(b) Fees and commission

Fees and commission are accounted for
depending on the services to which the
income relates as follows:

- income earned on the execution of a
significant act is recognised in ‘fees and
commission income’ when the act is
completed (for example, a fee arising from
arranging a loan facility);

- income earned from the provision of
services is recognised in ‘fees and
commission income’ as the services are
provided (for example, charges made for
servicing customer accounts and the
provision of trade finance services); and

Notes to the Financial Statements
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- income which forms an integral part of
the effective interest rate (for example,
certain loan commitment fees) of a
financial instrument is recognised as an
adjustment to the effective interest rate
and recorded in ‘Interest income’.

(c) Foreign currency

A foreign currency transaction is recorded
in the functional currency by applying to
the foreign currency amount the spot
exchange rate between the functional
currency and the foreign currency at the
date of the transaction.

At the end of each reporting period,
foreign currency monetary items are
translated using the closing rate, and
resulting gains and losses on translation
are included in the statement of
comprehensive income.

Exchange profits on foreign exchange
transactions with customers are recorded
as income during the period.

(d) Financial instruments

Recognition

The Bank recognises financial assets and
financial liabilities in its statement of
financial position when it becomes a party
to the contractual provisions of the
instrument.

Management classifies financial assets and
liabilities into the following categories at
the time of initial recognition:

- ‘loans and receivables’

- ‘financial assets held-to-maturity’

- ‘financial assets available-for-sale’

- ‘financial assets fair value through profit 
& loss’

- ‘other financial liabilities’

Initial measurement

When a financial asset or financial liability
is recognised initially, the Bank measures it
at its fair value plus (in the case of a
financial asset or financial liability not at
fair value through the statement of
comprehensive income) transaction costs

that are directly attributable to the
acquisition or issue of the financial asset
or financial liability.

Subsequent measurement

Financial assets classified as loans and
receivables or as financial assets held to
maturity are subsequently measured at
amortised cost.  Financial assets available
for sale are measured at fair value.

Measurement bases

(i) Amortised cost measurement

The amortised cost of a financial asset or
liability is the amount at which the
financial asset or liability is measured at
initial recognition, less principal
repayments to date, plus or minus the
cumulative amortisation using the
effective interest rate method of any
difference between the initial amount
recognised and the maturity amount, less
any reduction for impairment.

(ii) Fair value measurement

The determination of fair values of
financial assets and financial liabilities
quoted in an active market is based on
observed bid and offer prices for assets
and liabilities respectively.  For all other
financial instruments, fair value is
determined by using valuation techniques.
Valuation techniques include comparison
to similar instruments for which market
observable prices exist, discounting future
cash flows, option pricing and other
valuation models and methods widely
used by market participants.  As the Bank
does not presently use more complex
financial instruments, all the inputs to
these valuation models and techniques are
market-observable.

Where the fair value cannot be reliably
determined for an investment in an equity
instrument, the instrument is measured at
cost.

(e) Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
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market and which are not classified upon
initial recognition as available-for-sale or at
fair value through the statement of
comprehensive income.

Loans and receivables are recognised
initially at fair value, including directly
attributable transaction costs, and are
subsequently measured at amortised cost,
using the effective interest rate method,
less any impairment losses.

Loans and advances to banks and
customers are classified as loans and
receivables.

(f) Held-to-maturity investments

Held-to-maturity investments are non-
derivative financial assets with fixed or
determinable payments and fixed maturity
that the Bank has the positive intention
and ability to hold to maturity and which
are not classified or designated upon
initial recognition as at fair value through
the statement of comprehensive income.

Held-to-maturity investments are
recognised initially at fair value, including
directly attributable transaction costs, and
subsequently measured at amortised cost,
using the effective interest rate method,
less any impairment losses.

(g) Available-for-sale investments

Available-for-sale investments are those
intended to be held for an indefinite
period of time, which may be sold in
response to needs for liquidity or changes
in interest rates, exchange rates or equity
prices.

Available-for-sale financial assets are
recognised on settlement date and are
subsequently carried at fair value.  Gains
and losses arising from changes in the fair
value of available-for-sale financial assets
are generally recognised directly through
the statement of other comprehensive
income until the financial assets are
derecognised or impaired at which time
the cumulative gain or loss previously

recognised through the statement of
other comprehensive income is recognised
in the statement of comprehensive
income.

UBUK holds treasury bills and bonds for
non-trading purposes which are classified
as available-for-sale.

(h) Financial assets and liabilities at fair
value through profit and loss

Financial assets and liabilities at fair value
through the profit and loss comprise
derivatives designated as such by
management recognised at fair value with
transaction costs recognised in the
statement of comprehensive income.
Gains and losses arising from changes in
fair value are recognised as they occur in
the statement of comprehensive income.

(i) Equity and other financial liabilities

The Bank classifies financial instruments
that it issues as an equity instrument or
financial liability in accordance with the
substance of the contractual terms of the
instrument. An instrument is classified as
equity if it evidences a residual interest in
the assets of the Bank after deduction of
liabilities. An instrument is classified as a
liability if it represents a contractual
obligation to deliver cash, or another
financial asset or to exchange financial
assets or financial liabilities on potentially
unfavourable terms.  

Other financial liabilities, not classified as
fair value through profit and loss, are
initially recognised at fair value, including
directly attributable transaction costs and
are subsequently measured at amortised
cost, using the effective interest rate
method.

Deposits and customer accounts are
classified as liabilities. Customer accounts
with no activity for two years are moved
to dormant account status and are then
held within other liabilities

Notes to the Financial Statements
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(j) Offsetting financial assets and financial
liabilities

Financial assets and financial liabilities are
offset and the net amount reported in the
statement of financial position when there
is a legally enforceable right to offset the
recognised amounts and there is an
intention to settle on a net basis, or realise
the asset and settle the liability
simultaneously.

(k) Impairment of financial assets

The Bank assesses whether there is
objective evidence that a financial asset or
a group of financial assets, not carried at
fair value through the statement of
comprehensive income, is impaired.
Financial assets or portfolios of financial
assets are impaired when objective
evidence demonstrates that a loss event
has occurred after the initial recognition of
the asset, and that the loss event has an
adverse impact on the amount and/or
timing of future cash flows from the asset
that can be estimated reliably.

The Bank considers evidence of
impairment at both a specific asset and
collective level.  All individually significant
financial assets are assessed for specific
impairment. Assets that are not
individually significant are then collectively
assessed for impairment by grouping
together financial assets (carried at
amortised cost) with similar credit risk
characteristics, taking into account asset
type, industry, geographic location,
collateral type, past-due status, historical
loss experience and other relevant factors.

Impairment losses on assets carried at
amortised cost are measured as the
difference between the carrying amount
of the financial assets and the present
value of estimated cash flows discounted
at the assets’ original effective interest
rate. Losses are recognised in the
statement of comprehensive income and
reflected in an allowance account against
loans and advances or against the carrying
value of held-to-maturity investments as
appropriate. 

When a subsequent event causes the
amount of impairment loss to decrease,
the impairment loss is reversed through
the statement of comprehensive income.

(l) Property and equipment

Recognition and measurement

Items of property and equipment are
measured at cost less accumulated
depreciation and impairment losses. Cost
includes expenditures that are directly
attributable to the acquisition of the asset. 

When parts of an item of property or
equipment have different useful lives, they
are accounted for as separate items (major
components) of property and equipment.

Subsequent costs

The cost of replacing part of an item of
property or equipment is recognised in the
carrying amount of the item if it is
probable that the future economic
benefits embodied within the part will
flow to the Bank and its cost can be
measured reliably. The costs of the day-to-
day servicing of property and equipment
are recognised in the statement of
comprehensive income as incurred.

Notes to the Financial Statements
Continued

26 UNION BANK UK plc
Annual Report & Financial Statements
31st December 2014

http://www.unionbankuk.com


(m) Intangible assets - software

Software acquired by the Bank is stated at
cost less accumulated amortisation and
accumulated impairment losses.  All costs
have been capitalised in accordance with
IAS 38.

Amortisation is recognised in the
statement of comprehensive income on a
straight-line basis over the estimated
useful life of the software, from the date
that it is available for use.  The estimated
useful life of software is three to five
years.

(n) Impairment of non-financial assets 

The carrying amounts of the Bank’s non-
financial assets, including any deferred tax
assets, are reviewed at each reporting date
to determine whether there is any
indication of impairment. If any such
indication exists then the asset’s
recoverable amount is estimated.

An impairment loss is recognised if the
carrying amount of an asset exceeds its
recoverable amount. Impairment losses
are recognised in the statement of
comprehensive income.

The recoverable amount of an asset is the
greater of its value in use and its fair value
less costs to sell. In assessing value in use,
the estimated future cash flows are
discounted to their present value using a

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

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

(o) Leases

Payments made under operating leases
are recognised in the statement of
comprehensive income on a straight-line
basis over the term of the lease. Lease
incentives received are recognised as an
integral part of the total lease expense,
over the term of the lease. 

(p) Provisions (excluding loan loss
provisions)

Provisions are recognised when it is 
probable that an outflow of economic 
benefits will be required to settle a current
legal or constructive obligation as a result 
of past events, and a reliable estimate can 
be made of the amount of the obligation.

Notes to the Financial Statements
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Leasehold improvements - Remaining life of lease 

Office equipment and furniture - 5 years

Computer hardware - 3-5 years

Motor vehicles - 4 years

Depreciation methods, useful lives and residual values are reassessed at the reporting date.

Depreciation

Depreciation is recognised in the
statement of comprehensive income on a
straight-line basis over the estimated
useful lives of each part of an item of 

property and equipment.  Leased assets
are depreciated over the shorter of the
lease term and their useful lives.

The estimated useful lives for the current and comparative periods are as follows:
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(q) Income tax

Income tax comprises current tax and 
deferred tax.  Income tax is recognised in 
the statement of comprehensive income 
except to the extent that it relates to items
recognised directly through the statement 
of other comprehensive income, in which 
case it is recognised through the 
statement of other comprehensive 
income.

Current tax is the tax expected to be 
payable on the taxable profit for the year, 
calculated using tax rates enacted or 
substantively enacted by the reporting 
date, and any adjustment to tax payable in
respect of previous years. Current tax 
assets and liabilities are offset when the 
Bank intends to settle on a net basis and 
the legal right to offset exists.

Deferred tax is recognised on temporary 
differences between the carrying amounts
of assets and liabilities in the statement of 
financial position and the amounts 
attributed to such assets and liabilities for 
tax purposes. Deferred tax liabilities are 
generally recognised for all taxable 
temporary differences and deferred tax 
assets are recognised to the extent that it 
is probable that future taxable profits will 
be available against which deductible 
temporary differences can be utilised.

Deferred tax is calculated using the tax 
rates expected to apply in the periods in 
which the assets will be realised or the 
liabilities settled, based on tax rates and 
laws enacted, or substantively enacted, by 
the reporting date. Deferred tax assets 
and liabilities are offset when a legal right 
to offset exists in the entity.

(r) Cash and cash equivalents

For the purpose of the statement of cash 
flows, cash and cash equivalents are 
deemed to comprise cash in hand, cash at 
other banks repayable on demand and 
treasury bills maturing within three 

months.

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

(s) Pension costs

The Bank operates a defined contribution 
pension scheme and the amount charged 
to the statement of comprehensive 
income in respect of pension costs and 
other post-retirement benefits is the 
contribution payable in the year.  
Differences between contributions payable
in the year and contributions actually paid 
are shown as accruals or prepayments in 
the statement of financial position.

4. Segmental reporting

Segmental analysis of income has not
been prepared as, in the opinion of the
directors, all of the Bank’s income derives
from one main activity, commercial
banking, which is carried out in the United
Kingdom.
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Notes to the Financial Statements
Continued

5. Interest income 2014 2013
US$’000 US$’000

Interest income on securities available-for-sale 679 1,565
Interest income on loans and advances 7,922 8,157

8,601 9,722
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6. Interest expense 2014 2013
US$’000 US$’000

Interest expense to deposits from banks (594) (805)
Interest expense on customer accounts (498) (584)

(1,092) (1,389)

7. Fees and commission income 2014 2013
US$’000 US$’000

Letters of credit 1,685 1,816
Funds transfer 438 470
Customer account charges 294 319
Others 8 9

2,425 2,614

8. Dealing and exchange profit

Dealing and exchange profit relates to foreign exchange income derived from customer
facilitation, including transactions on behalf of the UBN, the revaluation of assets and
liabilities denominated in currencies other than the US Dollar and the profit / (loss) from the
sale of securities.

2014 2013
US$’000 US$’000

Available-for-sale assets 160 (12)
Foriegn Exchange 511 478

671 466

9. Other operating expense 2014 2013
US$’000 US$’000

Other operating charges and brokerage (90) (97)

(90) (97)
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10. Administrative expenses 2014 2013
US$’000 US$’000

Wages and salaries, including directors (4,668) (4,869)
Social security costs (497) (520)
Pension costs (396) (378)
Other staff costs (340) (562)

Total staff costs (5,901) (6,329)
Other recurring administrative expenses (2,901) (2,592)

(8,802) (8,921)

Other administrative expenses are incurred in the ordinary course of the Bank’s 
business and do not include any non-recurring items.

2014 2013
Average number of employees, including 
executive directors: No. No.

Banking 21 24
Operations 21 17
Administration 4 5

46 46

11. Pension costs

The Bank makes contributions to the personal pension funds of employees under Group
Personal Pension arrangements. During the year to 31st December 2014, the Bank made
contributions totalling US$396,000 (2013 - US$378,000). 

Contributions accrued at the reporting date amounted to US$1,000 (2013 – US$nil).  There
were no outstanding pre-paid contributions at the reporting date.

12. Directors’ emoluments 2014 2013
US$’000 US$’000

Executive directors’ emoluments (495) (518)
Non-executive directors’ fees (115) (223)

(610) (741)

The emoluments of the highest paid director, excluding pension contributions, were
US$307,149 (2013 – US$439,910).  Pension contributions were made during the year
amounting to US$4,106 (2013 – US$4,711).  No benefits in kind were paid during the year
(2013 – US$nil).

Retirement benefits are accruing to one director under Group Personal Pension arrangements
(see Note 11) and another director under the Union Bank of Nigeria Plc Staff Pension Fund, a
defined benefit scheme.
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13. Profit / (Loss) before tax 2014 2013
US$’000 US$’000

Operating profit is stated after charging:
Amounts payable to the Auditor and its associates 
pursuants to legislation in respect of:
Statutory Audit of the financial statements (141) (171)
Other services relating to taxation (24) (45)
All other services - (2)

Rental of premises held under an operating lease (247) (234)
Other operating lease and similar rentals (141) (131)
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14. Taxation

Tax on profit on activities in the statement of comprehensive income:

(a) Analysis of tax charge on activities 2014 2013
US$’000 US$’000

Current tax:

United Kingdom corporation tax based on the (profit) / loss for 
the year (272) 166

Adjustment in respect of prior year (19) 3

Exchange differences 15 10

Total current tax (276) 179

Deferred tax:

Timing differences, origination and reversal (46) (31)
Prior year deferred tax adjustment - (11)
Change in tax rate - (21)
Total deferred tax (46) (63)

Tax (charge) / credit on profit (322) 116

(b) Reconciliation of the total tax charge

2014 2013
US$’000 US$’000

Profit / (loss) on activities before tax 1,483 (571)

Tax at 21.5% (2013 - 23.25%) thereon (319) 133

Effects of:

Expenses not deductible for tax purposes (16) (2)
Exchange differences 15 (10)
Difference on standard tax rate 17 4
Adjustments in respect of prior year (19) (29)

Tax (charge) / credit (322) 116

The UK corporation tax rate reduced from 23% to 21% effective from 1st April 2014 and 
further changes to 20% from 1st April 2015 were substantively enacted during 2013.
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14. Taxation (continued)

(c) Analysis of deferred tax asset 

The following is an analysis of the deferred tax assets and liabilities recognised by 
the Bank:

2014 2013
US$’000 US$’000

Depreciation in excess of capital allowances 16 70
Short term timing differences 33 25

49 95

(d) Factors that may affect future tax charges

Reductions in the UK corporation tax rate from 23% to 21% (effective 1 April 2014) and
further changes to 20% (effective from 1 April 2015) were substantively enacted on 2 July
2013. This will reduce the company's future current tax charge accordingly. The deferred tax
asset at 31 December 2014 has been calculated based on the rate of 20% substantively
enacted at the statement of financial position date. The deferred tax movements have been
recognised in the income statement.
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15. Financial assets and liabilities

The table below sets out the Bank’s classification of each class of financial asset and liability as
at 31st December 2014:

US$’000 Financial assets 
Held at Loans and and liabilities at 

Note fair value receivables amortised cost Total

Cash at bank and in hand 16 - 57,044 - 57,044
Financial assets - derivatives 36 - - 36
Financial assets available-for-sale 17 19,049 - - 19,049
Loans and advances to banks 18 - 294,907 - 294,907
Loans and advances to customers 19 - 56,051 - 56,051
Deposits by banks 23 - - 235,670 235,670
Customer accounts 24 - - 119,067 119,067
Financial liabilities - derivatives 36 - - 36
Other liabilities 25 - - 1,951 1,951

US$’000 Financial assets 
Held at Loans and and liabilities at 

Note fair value receivables amortised cost Total

Cash at bank and in hand 16 - 7,307 - 7,307
Financial assets - derivatives - - - -
Financial assets available-for-sale 17 24,966 - - 24,966
Loans and advances to banks 18 - 410,423 - 410,423
Loans and advances to customers 19 - 43,207 - 43,207
Deposits by banks 23 - - 256,211 256,211
Customer accounts 24 - - 157,203 157,203
Financial liabilities - derivatives - - - -
Other liabilities 25 - - 2,338 2,338

2014

2013
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18. Loans and advances to banks

Gross Impairment Gross Impairment
amount allowance Total amount allowance Total

Bank loans 294,907 - 294.907 410,423 - 410,423

294,907 - 294,907 410,423 - 410,423
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16. Cash at Bank and in hand 2014 2013
US$’000 US$’000

Cash 171 233
Short term placements with other banks 56,873 7,074

57,044 7,307

17. Financial assets available-for-sale 2014 2013
US$’000 US$’000

Financial assets available-for-sale at  fair value
Treasury bills 9,996 9,995
Government bonds 7,060 8,800
Bank bonds 1,993 6,171

19,049 24,966

Interest included in above
Government bonds 113 154
Bank bonds 63 81

Maturity
- 3 months or less 2,500 -
- 1 year or less but over 3 months 7,496 9,995
- 5 years or less but over 1 year 1,993 6,171
- Over 5 years 7,060 8,800

19,049 24,966

The Bank measures fair values using the fair value hierarchy that reflects the significance of
inputs used in making the measurements. The financial assets of the Bank fall within the
category of Level 1 where valuation is based upon quoted prices in an active market for the
same or identical instrument. Movements of US$160,000 (2013 – (US$12,000)) have been
recognised in the Statement of Comprehensive Income and movements of US$318,000
(2013 – US$1,108,000) have been recognised in Other Comprehensive Income. Financial
assets available-for-sale purchased and sold amounted to US$15,000,000 (2013 -
US$24,372,000), and US$21,337,000 (2013 – US$30,756,000) respectively. All amounts
included above relate to interest on treasury bills and bonds.

The fair value of the cash collateral held in respect of the loans and advances to banks at
31st December 2014 is US$36,838,000 (2013 - US$21,010,000).  This collateral can be
used in the event of default by the borrower. 

Out of the total collateral, US$752,000 (2013 – US$383,000) relates to loans and advances
to banks that are past due, but not impaired.
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Performing Impaired Total Performing Impaired Total

Repayable on demand or at 
short notice 93 - 93 4,437 - 4,437

Remaining maturity:
- 3 months or less excl. above 294,028 - 294,028 402,193 - 402,193
- 1 year or less but over 3 months 786 - 786 3,793 - 3,793

Less: Allowances for impairment 
(note 20) - - - - - -

294,907 - 294,907 410,423 - 410,423

Amounts repayable on demand or at short notice include monies pledged to banks in respect
of trade finance transactions of US$93,000 (2013 - US$1,101,000).

Notes to the Financial Statements
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2014
US$’000

2013
US$’000

19. Loans and advances to customers

Gross Impairment Gross Impairment
amount allowance Total amount allowance Total

Commercial loans & advances 17,075 (1,140) 15,935 8,339 (1,196) 7,143
Personal loans & advances 3,834 (34) 3,800 4,181 (30) 4,151
Syndicated loans 36,316 - 36,316 34,163 (2,250) 31,913

57,225 (1,174) 56,051   46,683 (3,476) 43,207

2014
US$’000

2013
US$’000

The fair value of the collateral held in respect of the loans and advances to customers is
US$34,628,000 as at 31st December 2014 (2013 – US$29,659,000).  This collateral can be
used in the event of default by the borrower.  No interest earned on impaired assets has been
credited to the income statement during the year (2013 –US$nil).  Out of the total collateral,
US$nil is for impaired loans and advances to customers (2013 – US$2,750,000) and US$nil
(2013 – US$42,000) is for loans and advances to customers that are past due, but not
impaired.  
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2014 2013
US$’000 US$’000

Up to 1 month 752 373
1 to 3 months - 10

752 383

The following table shows the remaining maturity of the loans and advances 
to banks:

The following table shows the age of the past due, but not impaired, loans and advances to
banks:

18. Loans and advances to banks (continued)
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Performing Impaired Total Performing Impaired Total

Repayable on demand or at 
short notice 3,135 957 4,092 4,772 1,015 5,787

Remaining maturity:
- 3 months or less excl. above 30,358 - 30,358 32,472 - 32,472
- 1 year or less but over 3 months 3,984 - 3,984 1,084 - 1,084
- 5 years or less but over 1 year 18,319 - 18.319 1,894 5,000 6,894
- Over 5 years 472 - 472 446 - 446

Less: Allowances for impairment 
(note 20) (217) (957) (1,174) (221) (3,255) (3,476)

56,051 - 56,051 40,447 2,760 43,207

2014
US$’000

2013
US$’000

The following table shows the remaining maturity of the loans and advances 
to customers:

Of the US$1,174,000 impairment provision (2013 – US$3,476,000), US$217,000 represents
the collective impairment provision (2013 – US$221,000).

20. Net impairment loss for loans and advances to customers

2014 2013
US$’000 US$’000

At beginning of the year (3,476) (1,203)
Write back to statement of comprehensive income 444 -
Charge to statement of comprehensive income (259) (2,269)
Exchange differences 57 (22)
Amount written off 2,060 18

At the end of the year (1,174) (3,476)

Loans and advances to banks - -
Loans and advances to customers (1,174) (3,476)

(1,174) (3,476)

During the year, the Bank has had defaults on loans and advances to customers amounting to
US$22,000 (2013 - US$5,000,000).  A loan classified as non-performing in the previous year
was deemed fully recoverable and returned to ‘performing’ status.

The carrying amount of the loans and advances to customers in default at the end of the
reporting period is US$nil (2013 - US$2,750,000).
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19. Loans and advances to customers (continued)

The following table shows the age of the past due, but not impaired, loans and
advances to customers:

2014 2013
US$’000 US$’000

1 to 3 months - 42

- 42
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21. Property and equipment

2014

Office 
Equipment 

and Furniture
Leasehold & Computer Motor

US$’000 Improvements Hardware Vehicles Total

Cost:
At beginning of the year 994 812 99 1,905
Additions 48 251 - 299

At end of the year 1,042 1,063 99 2,204

Depreciation:
At beginning of the year (821) (581) (99) (1,501)
Charge for the year (139) (60) - (199)

At end of the year (960) (641) (99) (1,700)

Net book value at 31st December 2014 82 422 - 504

2013

Office 
Equipment 

and Furniture
Leasehold & Computer Motor

US$’000 Improvements Hardware Vehicles Total

Cost:
At beginning of the year 938 693 99 1,730
Additions 56 119 - 175

At end of the year 994 812 99 1,905

Depreciation:
At beginning of the year (691) (527) (93) (1,311)
Charge for the year (130) (54) (6) (190)

At end of the year (821) (581) (99) (1,501)

Net book value at 31st December 2013 173 231 - 404
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22. Intangible assets 2014 2013
Software Software
US$’000 US$’000

Cost:
At beginning of the year 3,294 3,132
Additions 1,340 556
Asset written off - (394)

At end of the year 4,634 3,294

Amortisation:
At beginning of the year (2,531) (2,416)
Charge for the year (216) (115)

At end of the year (2,747) (2,531)

Net book value at 31st December 2014 / 31st December 2013 1,887 763

23. Deposits by banks 2014 2013
US$’000 US$’000

Repayable on demand 42,644 53,555

Remaining maturity:
- 3 months or less excluding above 193,026 202,656

235,670 256,211

Deposits by banks include amounts totalling US$36,838,000 (2013 – US$43,802,000)
charged to the Bank to secure actual and contingent liabilities in respect of letters of credit.

24. Customer accounts 2014 2013
US$’000 US$’000

Repayable on demand 72,962 119,275

Remaining maturity:
- 3 months or less excluding above 23,968 23,969
- 1 year or less but over 3 months 21,802 13,708
- 5 years or less but over 1 year 335 251

119,067 157,203

Customer accounts include amounts totalling US$1,332,000 (2013 – US$42,000) charged to
the Bank to secure actual and contingent liabilities in respect of letters of credit.

25. Other liabilities 2014 2013
US$’000 US$’000

Taxation and social security 202 195
Accounts payable 914 1,365
Customers’ unclaimed balances 835 778

1,951 2,338
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26. Accruals and deferred income 2014 2013
US$’000 US$’000

Accruals 358 436
Deferred income 341 380

699 816

27. Called up share capital

2014 2013
Allotted, called up and fully paid US$’000 US$’000

50,000 deferred shares of £1 each 90 90
60,000,000 ordinary shares of US$1 each 60,000 60,000

60,090 60,090

28. Related party transactions

During the year, the Bank undertook transactions with Union Bank of Nigeria Plc and its
subsidiaries (the UBN Group) in the normal course of business.  These include loans and
deposits and foreign currency transactions and the associated interest income and expenses.
Loans and advances to banks are cash secured to a maximum of US$28m (2013 - US$28m).
Balances and related income and expense included in these financial statements in respect of
the transactions with UBN Group are as follows:
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Closing Closing
US$’000 balance balance

Holding company

Assets
Cash at bank and in hand 8 23
Loans and advances to banks 10,510 17,431

Liabilities
Deposits by banks 51,003 53,881

Income
From holding company 691 1,195

Expense
To holding company 68 101

Fellow subsidiaries

Liabilities
Deposits by banks - 102
Customer accounts 66 65

Income
From fellow subsidiaries - -

20132014

At 31st December 2014 loans made to one (2013 – one) executive director of the Bank
during the year, on terms generally available to staff, remained outstanding in the amount of
US$20,593 (2013 – US$2,943).  More information regarding key management compensation
is included within note 12

http://www.unionbankuk.com


Notes to the Financial Statements
Continued

39UNION BANK UK plc
Annual Report & Financial Statements

31st December 2014

29. Financial risk management

(a) Risk management

The Bank holds and issues financial
instruments for the purposes of:

-  earning interest margins, fees and 
commission;

-  financing its operations; and

-  managing the interest rate and currency 
risks inherent in its operations.

The Bank does not actively trade in
financial instruments and, therefore, does
not have a trading book. Its operations are
financed from a mixture of equity and
deposits.  Deposits are raised primarily in
US dollars and to a lesser extent sterling
and euros at both fixed and variable rates
and lending is similarly distributed.  Longer
term lending is partly financed by capital
but is otherwise generally matched to
deposits both in terms of maturity and re-
pricing. 

The Bank’s functional currency is the US
dollar.  It does not actively speculate in
foreign currencies and the majority of its
foreign exchange transactions are carried
out in the spot market for customer
facilitation purposes. Forward foreign
exchange transactions are undertaken for
the purposes of hedging the US$ value of
the Bank's estimated GBP sterling
expenses.

The main risks arising from the Bank’s
financial instruments are credit risk,
liquidity risk, interest rate risk and foreign
currency risk.  Management has
developed policies for managing each of
these risks, which are reviewed and
approved by the Board on an annual basis.
Significant features of these policies are
summarised below.

(b) Credit risk

Credit risk is the risk that a customer or
counterparty is unable or unwilling to
meet a commitment that it has entered
into with the Bank and arises mainly from
lending and trade finance activities.  To
mitigate this risk, the Bank has adopted
policies that minimise significant
unsecured credit exposures other than to
financial institutions and to avoid
concentrations of unsecured credit risk to
counterparty groups, industry sectors and
countries, which do not carry investment
grade credit ratings.  All credit exposures
are subject to continuous assessment by
the Assets & Liabilities Committee and the
Credit & General Purposes Committee of
the Board.  It is the policy of the Bank to
make adequate impairment allowances
where real or probable problems in asset
recovery are identified and to make
adequate collective impairment
allowances for those as yet unidentified
credit problems that are inherent in any
portfolio of banking assets.  Details of
impairment allowances are summarised in
Notes 18 to 20.  

(i) Age analysis of past due but not
impaired assets

Impairment assessment takes into account
known recoveries after the reporting date
in respect of assets past due at that date
as well as collateral held in the form of
cash and property and chattel mortgages.
The table below shows the age analysis of
past due but not impaired assets together
with collateral held.
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The above sector and geographical
analyses only include cash at bank and in
hand, loans and advances to banks and to
customers, financial assets available-for-
sale and financial assets - derivatives.

The Bank has established procedures to
manage country risk.  During the year
there continued to be periods of
significant volatility in the Eurozone and
emerging bond markets.  The Bank had
no direct exposure to the countries
impacted by crises in the European zone,
but held emerging market bonds which
are closely monitored and valued daily.

(iv) Credit exposure by credit quality step

The Bank extends credit facilities to quality
rated and unrated counterparties.  An
analysis of the credit quality of the
maximum credit exposure based on
ratings provided by Moody, Standard and
Poor and Fitch rating agencies where
applicable grouped by Credit Quality Steps
(CQS) is as follows:

Gross Gross
amount Collateral Net amount Collateral Net

Within 3 months 752 752 - 425 425 -

752 752 - 425 425 -

(ii) Credit exposure by sector 2014 2013
US$’000 US$’000

Banks 353,811 423,900
Government 17,056 18,795
Corporate 52,273 39,124
Individuals 3,777 4,084

426,917 485,903

(iii) Credit exposure by location 2014 2013
US$’000 US$’000

Europe 136,680 200,403
Africa 165,210 112,618
Others (mainly Canada, India, Japan and Australia) 125,027 172,882

426,917 485,903

2014
US$’000

2013
US$’000
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CQS Assets 2014 2013
Cash and Cash Equivalent US$’000s US$’000s

1 Rated AAA to AA- 92 6,519
2 Rated A+ to A- 56,774 531
3 Rated BBB+ to BBB- - 1
4 Rated BB+ to BB- - 23
5 Rated B+ to B- - -
6 Unrated 8 233

56,874 7,307

Financial assets derivatives

1 Rated AAA to AA- 36 _

Loans and Advances to Banks

1 Rated AAA to AA- 35,002 1
2 Rated A+ to A- 93 188,780
3 Rated BBB+ to BBB- 130,031 160,085
4 Rated BB+ to BB- 24,172 -
5 Rated B+ to B- 9,709 19,636
6 Unrated 95,900 41,921

294,907 410,423

Loans and Advances to Customers

Neither past due nor impaired 56,051 43,164
Past due but not impaired - 43

56,051 43,207

Financial Assets Available-for-sale

1 Rated AAA to AA- 9,996 9,996
2 Rated B+ to B- 9,053 8,846
3 Unrated - 6,124

19,049 24,966
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29. Financial risk management (continued

As at 31st December 2014, the Bank’s
maximum exposure to credit is US$496m
(2013 – US$525m), of which US$957,000
(2013 – US$6,015,000) was deemed to be
impaired or doubtful.  These amounts
include all financial assets and undrawn
irrevocable loan and trade commitments.
The Bank held collateral totalling
US$67.4m (2013 - US$64.7m) against
credit exposures of US$73.7m (2013 -
US$64.7m) of which US$32.7m (2013
US$47.6m) was in the form of cash.  Total
trade related exposure included above was
US$32.3m (2013 – US$36.1m) against
which the Bank held cash collateral of
US$12.8m (2013 – US$11.5m) included
above.  

Forbearance is when a lender decides to
modify the terms and conditions of a loan
if the borrower is unable to meet them
because of financial difficulty.  Examples
may include reducing interest rates,
delaying payment of principal and
amending or not enforcing covenants.  

Lending subject to forbearance, net of
credit risk mitigation, as at 31st December
2014 is US$9,972,000 (2013 –
US$11,748,000).  

(c) Liquidity risk

Liquidity risk is the risk that the Bank is not
able to meet its commitments to
customers and counterparties as they fall
due as a result of mismatch in cash flows
arising from liabilities and assets. To
mitigate this risk, the liquidity structure of
assets, liabilities and commitments is
managed so that resultant cash flows are
appropriately balanced, within approved
limits and mismatch parameters set by the
PRA, to ensure that all obligations can be 

met when due. Generally, it is the policy
of the Bank to match the currency and
maturity of all liabilities and assets as far
as practicable and to maintain a store of
liquidity in the form of readily realisable
debt securities, including government
treasury bills. Also, where possible, the
Bank enters into deposit netting

agreements with those banks with which
it makes placements in order to retain
access to funds at short notice.

The following table sets out the
contractual maturities (representing
undiscounted contractual cash-flows) of
financial liabilities.  All amounts within
deposits by banks and customer accounts
include both principal and future interest
payments:
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Less than 3 3 - 6 6 - 12 1 - 5 Over
Months Months Months Years 5 Years Total

Liabilities 

Deposits by banks 256,211 - - - - 256,211
Customer accounts 143,244 5,072 8,636 251 - 157,203
Financial liabilities - derivatives - - - - - -
Other liabilities 3,154 - - - - 3,154
Off statement of financial position – 
undrawn loan commitments 3,039 - - - - 3,039

Total liabilities 405,648 5,072 8,636 251 - 419,607

Notes to the Financial Statements
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Less than 3 3 - 6 6 - 12 1 - 5 Over
Months Months Months Years 5 Years Total

Liabilities 

Deposits by banks 235,670 - - - - 235,670
Customer accounts 96,930 15,602 6,204 341 - 119,080
Financial liabilities - derivatives 36 - - - - 36
Other liabilities 2,309 - - - - 2,309
Off statement of financial position – 
undrawn loan commitments 113 - - - - 113

Total liabilities 335,058 15,602 6,204 344 - 357,208

US$’000 Time Band

2014

US$’000 Time Band

2013

43UNION BANK UK plc
Annual Report & Financial Statements

31st December 2014

(d) Interest rate risk

Interest rate risk is the risk of loss arising
from differences in the re-pricing dates of
liabilities and assets. The Bank’s policy is to
limit re-pricing risk by setting re-pricing
gap limits and by regularly reviewing its re-
pricing risk by reference to assumed
adverse movements in interest rates to
ensure that the risk of loss remains within
acceptable limits. Therefore, the Bank’s
treasury and lending functions seek to
price assets at floating rates or at fixed
rates for fixed periods at appropriate roll-
over dates that allow for matching with
customer and market liabilities.

The table below summarises the Bank’s
assets and liabilities by re-pricing time
band and demonstrates the extent to
which these are matched, save in respect
of equity, which are presently invested
short term.

(i) Interest rate gap analysis

Assets and liabilities are analysed in time
bands according to the earlier of the
period to the next interest rate re-pricing
and maturity date as follows:
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Non-
Less than 3 3 - 6 6 - 12 1 - 5 Over interest

Months Months Months Years 5 Years bearing Total

Total assets 388,673 6,426 5,137 18.684 7,587 5,061 431,568
Total liabilities and capital (331,950) (15,467) (6,184) (331) - (77,636) (431,568)
Interest rate sensitivity gap 56,723 (9,041) (1,047) 18,353 7,587 (72,575) -

Cumulative gap 56,723 47,682 46,635 64,988 72,575

US$’000 Time Band

2014

Non-
Less than 3 3 - 6 6 - 12 1 - 5 Over interest

Months Months Months Years 5 Years bearing Total

Total assets 455,606 7,686 6,164 6,517 10,313 2,929 489,215
Total liabilities and capital (397,314) (6,777) (8,704) (437) - (75,983) (489,215) 
Interest rate sensitivity gap 58,292 909 (2,540) 6,080 10,313 (73,054) -

Cumulative gap 58,292 59,201 56,661 62,741 73,054

US$’000 Time Band

2013
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(ii) Interest rate sensitivity analysis

Interest rate sensitivity analysis has been
performed on the net cash flow interest
rate risk exposures as at the reporting
dates. A range of possible
upward/downward movements in
Libor/Euribor of 100bps has been assumed
for the different currencies which the 

directors consider reasonable given the
current market conditions and the nature
of matched funding within the exposures.
If all other variables are held constant, the
tables below present the likely impact on
the Bank’s statement of comprehensive
income:

US dollar £ Sterling Euro Other Total

Total Financial assets 363,743 54,846 8,026 472 427,087
Less: fixed rate assets (236,008) (676) (764) - (237,448)

Total Variable rate assets 127,735 54,170 7,262 472 189,639 

Total Financial liabilities 291,128 55,114 8,069 462 354,773
Less: fixed rate liabilities (183,766) (30,442) (1,236) - (215,444)

Total Variable rate liabilities 107,362 24,672 6,833 462 139,329

Net cash flow interest Rate Risk exposure 20,373 29,498 429 10 50,310

Possible movement in Libor/Euribor (bps) 100 100 100 100

Possible impact of increase in Libor/Euribor 
on profit/loss before tax 204 295 4 - 503

Tax charge-24.5% (44) (63) (1) - (108)

Possible impact of increase in Libor/Euribor
on profit/loss after tax 160 232 3 - 395

Possible impact of decrease in Libor/Euribor 
on profit/loss before tax (204) (295) (4) - (503)

Tax charge-24.5% 44 63 1 - 108

Possible impact of decrease in Libor/Euribor
on profit/loss after tax (160) (232) (3) - (395)

US$’000 Currencies

2014
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US dollar £ Sterling Euro Other Total

Total Financial assets 418,772 48,040 18,079 1,012 485,903
Less: fixed rate assets (240,002) (2,310) (1,301) (305) (243,918)

Total Variable rate assets 178,770 45,730 16,778 707 241,985 

Total Financial liabilities 347,311 46,991 18,140 972 413,414
Less: fixed rate liabilities (184,879) (17,773) (1,400) - (204,052)

Total Variable rate liabilities 162,432 29,218 16,740 972 209,362

Net cash flow interest Rate Risk exposure 16,338 16,512 38 (265) 32,623

Possible movement in Libor/Euribor (bps) 100 100 100 100

Possible impact of increase in Libor/Euribor
on profit/loss before tax 163 165 - (3) 325

Tax charge-28% (38) (38) - 1 (75)

Possible impact of increase in Libor/Euribor
on profit/loss after tax 125 127 - (2) 250

Possible impact of decrease in Libor/Euribor 
on profit/loss before tax (163) (165) - 3 (325)

Tax charge-28% 38 38 - (1) 75

Possible impact of decrease in Libor/Euribor
on profit/loss after tax (125) (127) - 2 (250)

US$’000 Currencies

2013

(e) Currency risk

Limited foreign exchange exposure arises
from the facilitation of customer orders
and from profits and losses in currencies
other than the functional currency. The
Bank does not actively speculate in foreign
currencies and does not deal in forward
foreign exchange, foreign exchange
options, futures or options thereon except
to the limited extent necessary to hedge
cash flows arising from its own and its
customers’ activities. Foreign exchange 

exposures are subject to limits as to
positions in individual currencies and as to
the ‘overall net open position’.

Details of the Bank’s assets and liabilities
by currency of denomination are
summarised in US dollars in table (i) below
so as to demonstrate the extent to which
foreign currency exposures are matched.
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(ii) Foreign currency sensitivity analysis

Foreign currency sensitivity analysis has
been performed on the foreign currency
exposures inherent in the Bank’s financial
assets and financial liabilities at the
reporting dates. The sensitivity analysis
provides an indication of the impact on
the Bank’s statement of comprehensive
income of reasonably possible changes in
the currency exposures embedded within
the functional currency environment in
which the Bank operates. Reasonably
possible changes are based on an analysis
of historical currency volatility, together
with any relevant assumptions regarding
near-term future volatility.

The Bank believes that for each foreign
currency net exposure it is reasonable to
assume a 5% appreciation/depreciation
against the Bank’s functional currency,
given the control exercised over the Bank’s
currency positions. If all other variables are
held constant, the tables below present
the impacts on the Bank’s statement of
comprehensive income if these currency
movements had occurred.

(i) Net currency position analysis

Assets and liabilities, expressed in US$ but
analysed according to the currency in
which they were denominated,  after
taking into account the accounting policy
for foreign currencies as set out in Note
3(c), were as follows:

US dollar £ Sterling Euro Other Total

Total assets 367,317 55,686 8,080 485 431,568
Total liabilities and capital (367,231) (55,803) (8,072) (462) (431,568)

Currency position 86 (117) 8 23 -

US$’000 Currencies

2014

US dollar £ Sterling Euro Other Total

Total assets 421,129 48,911 18,159 1,016 489,215
Total liabilities and capital (421,389) (48,694) (18,159) (973) (489,215)

Currency position (260) 217 - 43 - 

US$’000 Currencies

2013
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2014

US$’000 Currencies (FC)

£ Sterling Euro Other 

Net foreign currency exposures (117) 8 23

Impact of 5% increase in FC:USD rate 6 - (1)
Impact of 5% decrease in FC:USD rate (6) - 1

2013

US$’000 Currencies (FC)

£ Sterling Euro Other 

Net foreign currency exposures 217 - 43

Impact of 5% increase in FC:USD rate (11) - (2)
Impact of 5% decrease in FC:USD rate 11 - 2
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(f) Capital adequacy

The Bank is subject to minimum capital
requirements imposed by the PRA, following
guidelines developed by the Basel
Committee on Banking Supervision and
implemented in the UK via European Union
Directives.  The revised framework, known
as Basel II, became effective on 1st January
2008 and includes a more risk-sensitive
methodology for the calculation of capital
requirements for Credit Risk as well as a
capital requirement for Operational Risk. 

Minimum capital requirements under the
PRA’s rules are calculated by summing the
capital requirements for Credit Risk,
Operational Risk, Market Risk and
Counterparty Credit Risk. For the purposes
of computing these requirements the Bank
has elected to adopt the Standardised
Approach to Credit Risk and the Basic
Indicator Approach to Operational Risk.
Market Risk is determined using the
standard Position Risk Requirement (PRR)
rules and Counterparty Credit Risk (CCR) is
calculated using the CCR mark to market
method. The Market Risk and Counterparty
Credit Risk components of the capital
requirement are small because the Bank has
no trading book.

The minimum capital requirement for Credit
Risk under Pillar 1 of Basel II is calculated by
multiplying risk weighted assets by 8%, the
internationally agreed minimum ratio.  Risk
weighted assets are determined by applying
risk weights, which vary according to the
credit rating of the obligor, to the Bank’s
assets, including off statement of financial
position engagements that are subject also
to given credit risk conversion factors. Under
Pillar 2 of Basel II, the Bank undertakes an
assessment (the ICAAP process) of the
amount of capital that is required to support 

its activities using the Pillar 1 plus approach.
This assessment has identified a number of
risks that either do not attract capital under
Pillar 1 or where the Pillar 1 requirement
does not fully capture the risks faced by the
Bank.  Additional capital is set aside under
Pillar 2 for these risks, which include
exposure concentrations and interest rate
risk in the non-trading book.  The Bank’s
total capital requirement is then the sum of
the amounts calculated under Pillar 1 and
Pillar 2.  Furthermore, the Bank is subject to
Individual Capital Guidance (ICG) provided
by the PRA whereby the Pillar 2 requirement
is computed by applying a formula to the
Pillar 1 requirement. This results in a Pillar 2
requirement that is somewhat higher than
that determined through the ICAAP process. 

The Bank calculates its capital adequacy on a
daily basis by comparing the total capital
requirement in accordance with the ICG to
capital available to meet this requirement
(Regulatory Capital).  A capital buffer is also
incorporated, which is based on a level of
tolerance to unexpected losses that is
considered and agreed by the Board as part
of the ICAAP process.  At 31st December
2014 and throughout the year, the Bank
maintained Regulatory Capital in excess of
the total capital requirement calculated in
accordance with the ICG. 

The following table is an analysis of those
items which comprise the Regulatory Capital
base for the purposes of reporting to the
PRA.  
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30. Fair values of financial instruments

Fair value measurements

The information set out below provides information about how the Bank determines fair
values of various financial assets and financial liabilities.  The Bank measures fair values using
the following fair value hierarchy, which reflects the significance of the inputs used in making
the measurements.

Level 1 – fair value measurements derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities.

Level 2 – fair value measurements derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly or indirectly.

Level 3 – fair value measurements derived from unobservable inputs to the extent that
relevant observable inputs are not available, thereby allowing for situations in which there is
little, if any, market activity for the asset or liability.

The following table provides an analysis of financial instruments that are measured
subsequent to initial recognition at fair value, grouped into Levels 1 to 3 based on the degree
to which the fair value is observable:

Notes to the Financial Statements
Continued

2014 2013
US$’000 US$’000

Statement of financial position:
Share Capital 60,090 60,090 
Profit & Loss Reserve 14,123 12,962

Total Tier 1 Capital 74,213 73,052

Upper Tier 2 Capital - Collective impairment allowance 217 221
Available-for-Sale Reserve (152) (405)

Total Tier 2 Capital 65 (184)

Total Regulatory Capital 74,278 72,868

The Regulatory Capital shown above differs from that reported to the PRA because retained
profits cannot be included until such time as the Financial Statements for the relevant period
have been audited and approved.

(g) Lending commitments 2014 2013
US$’000 US$’000

Undrawn formal standby facilities, credit lines and other commitments to lend:

Contract amount 113 3,039  
Credit equivalent amount 57 1,518
Risk weighted amount 57 1,518 

Under the Basel agreement, credit equivalent amounts, obtained by applying credit
conversion factors, are risk weighted according to counterparty.
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Level 1 Level 2 Level 3 Total

Financial assets available-for-sale 19,049 - - 19,049
Financial assets - derivatives 36 - - 36
Financial liabilities - derivatives (36) - - (36)

Total 19,049 - - 19,049

US$’000

2014

Level 1 Level 2 Level 3 Total

Financial assets available-for-sale 24,966 - - 24,966
Financial assets - derivatives - - - -
Financial assets liabilities - derivatives - - - -

Total 24,966 - - 24,966

US$’000

2013

Carrying Fair Carrying Fair
Value Value Value Value

US$’000 US$’000 US$’000 US$’000

Assets
Cash at bank and in hand 57,044 57,044 7,307 7,307
Loans and advances to banks 294,907 294,907 410,423 410,423
Loans and advances to customers 56,051 56,704 43,207 43,145

Liabilities
Deposits by banks 235,670 235,670 256,211 256,211
Customer accounts 119,067 127,067 157,203 157,203
Other liabilities 1,951 1,951 2,338 2,338

The following table sets out the fair values of financial instruments not measured at fair value and compares them to carrying value
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2013
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The fair value of financial instruments is the estimated price at which an orderly transaction to sell the asset or to transfer the liability
would take place between market participants at the measurement date under current market conditions. If a quoted market price
is available for an instrument, the fair value is calculated based on the market price.  Where quoted market prices are not available,
fair value is determined using pricing models which use a mathematical methodology based on accepted financial theories,
depending on the product type and its components.
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Cash at bank and in hand consist of demand deposits with the Central Bank of Nigeria together
with cash in tills.  Accordingly, the carrying amount of these balances is deemed an appropriate
approximation of the fair value.

Both loans and advances to banks and customers noted above are level 3 financial assets.  Loans
and advances to banks comprise secured loans, short-term placements with banks including
collateral and unsettled financial transactions. The secured loans have been valued on the basis
described above and using the valuation technique described below.  The carrying amount of the
other items is deemed a reasonable approximation of their fair value, as the transactions are very
short-term in duration.  This includes intercompany balances.  

The fair valuation of loans and advances to customers is an area of considerable estimation and
uncertainty as there is no observable market and values are significantly affected by customer
behaviour.  These comprise mortgages, unsecured loans and corporate loans.  

The fair values of mortgage portfolios have been estimated by comparing existing contractual
interest rates over the weighted average lives with an estimation of new business interest rates
based on competitor market information. Adjustments have also been made to reduce:

- the weighted average lives to reflect the uncertainty inherent in the value that could be 
achieved, given that the borrower could re-finance at any time;

- discount the value of performing loans with a higher loan-to-value ratio to reflect the higher
risk of this part of the portfolio and the fact that this is outside the Company’s normal 
underwriting standards; and

- discount the collateral value of non-performing loans with a higher loan-to-value ratio to 
reflect the significantly higher possibility of re-possession and the lower value that is 
achieved on repossession and to take cognisance of rates available in the market for loans in
arrears but with a lower loan-to-value ratio.

Unsecured loans are overdrafts and personal loans.  The weighted average lives of these portfolios
are short, and the business was written relatively recently. As a result, contractual interest rates
approximate new business interest rates, and therefore no mark-to-market surplus or deficit has
been recorded with respect to the performing book and discounts applied to the non-performing
book.

The fair values of corporate loans have been estimated by comparing existing margins with an
estimation of new business rates for similar loans in terms of the borrower’s segment, maturity
and structure.  Provisions are considered appropriate for the book that is not impaired.  A discount
has been applied to impaired loans as although exits have generally been achieved at carrying
value, this does not reflect the discount a purchaser would require.

All financial liabilities are level 3 liabilities.  The majority of deposit by banks, customer accounts
and other liabilities are payable on demand and therefore can be deemed short-term in nature
with the fair value equal to the carrying value.  Certain of the customer accounts are at a fixed
rate until maturity.  The deficit/surplus of fair value over carrying value of these liabilities has been
estimated by reference to the market rates available at the reporting date for similar customer
accounts of similar maturities.  The fair value of such customer accounts has been estimated using
the valuation technique described below.

In the valuation of loans and advances and deposits, the ‘present value’ method is used. Expected
future cash flows are discounted using the interest rate curves of the applicable currencies.  The
interest rates curves are generally observable market data and reference yield curves derived from
quoted interest rates in appropriate time bandings, which match the timings of the cash flows and
maturities of the instruments.
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31. Contingent liabilities and commitments

(a)  Contingent liabilities
2014 2013

US$’000 US$’000

Letters of credit 30,401 33,674
Guarantees given to third parties 1,826 2,356
Undrawn facilities 113 3,039

32,340 39,069

(b)  Operating leases
The Company had annual commitments in respect of operating leases for land and buildings
and equipment used in the business as follows.

2014 2013
Leases which expire: US$’000 US$’000
Within one year 62 118
Within two to five years 326 247

388 365
(c)  Capital commitments
The Board have authorised capital expenditure relating to refurbishment of the Bank’s premises
and enhancements to information technology systems of up to US$3.3m.  At 31st December
2014, amounts contracted for in respect of intangible assets, but not yet expended amounted
to US$0.53m.

32. Dividends

No dividend payment was made during the year ended 31st December 2014 in respect of the
year ended 31st December 2013 (made during the year ended 31st December 2013 in
respect of the year ended 31st December 2012 – US$nil).

The directors do not propose a final dividend in respect of year ended 31st December 2014
(2013 – US$nil). 

33. Ultimate parent company and controlling party

The Bank is a directly wholly-owned subsidiary of its parent and ultimate holding undertaking,
Union Bank of Nigeria Plc, a company incorporated in Nigeria and listed on the Nigerian Stock
Exchange. The smallest and largest group in which the Bank is consolidated is Union Bank of
Nigeria Plc. The directors do not consider there to be an ultimate controlling party.

Copies of the Group financial statements of Union Bank of Nigeria Plc can be obtained from:

Corporate Affairs Department 
Union Bank of Nigeria Plc
Stallion Plaza
36 Marina, Lagos 
Nigeria

34. Subsequent events

There are no material adjusting or non-adjusting events after the accounting date.
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Group Contact Information

Companies Business Contact

Union Bank of Nigeria Plc Retail, commercial and investment banking Stallion Plaza, 36 Marina, Lagos, Nigeria
Tel: +234 (0) 1 266 0361/263 1430
(+234 (0) 1 266 3594 – International Banking)

UBN Property Company Ltd Property development and management Stallion Plaza, (3rd Floor), 36 Marina 
Lagos, Nigeria
Tel: +234 (0) 1 903 2180/1

Unique Venture Capital Venture capital                         40 Marina, (5th Floor), Lagos, Nigeria 
Management Tel: +234 (0) 1 891 2071

Union Bank of Nigeria Plc Representation 8th Floor, 13 Fredman Drive, Sandton
South African Johannesburg 2199, Republic of South Africa
Representative Office Tel: +27 11 883 3313
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Union Bank UK plc
14 - 18 Copthall Avenue
London EC2R 7BN
Telephone: +44 (0)20 7920 6100
Dealers: +44 (0)20 7638 9826-8
Facsimile: +44 (0)20 7638 7642
Swift Code: UBNIGB2L
Website: www.unionbankuk.com
Email: info@ubnl.co.uk
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Dealers: +44 (0)20 7638 9826-8
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Website: www.unionbankuk.com
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A member of the 
Union Bank of Nigeria Plc Financial Group

Authorised by the Prudential Regulation Authority and Regulated by
the Financial Conduct Authority and the Prudential Regulation
Authority
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