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IBL BANK S.A.L. (Clprus Branch)

MANAGEMENT REPORT

For the year ended 3l December 2020

The Board of Directors of IBL- Rank S.A L. (the "Bank") presents its Management Report and auditedfinancial statements of IBL Bank S.A.L. (cyprus Branch; i.ihe aranctr'1 for the year ended 3r December2020.

Principal activities and nature of operations of the Cyprus Branch
The principal activities ofthe cyprus Branch, which are un"trangea r.om tast yeat are to carry out bankingand financial services.

Rcview of current position, and performance of the Cyprus Branch,s business
The Bank aims to maintain its banking activities in cyprui ttrougtr the operations of the Branch. Duringthe year 2020 the cwrus Branch maintains the deposiis level at €25,1 million (2019: €83,4 million). Atthe same time the Branch has increased its placement of cash held with central'Bank or c,,p-. to tzl,+million (2019: €3,2 million). The Branch produced net interest income amounting to €604 thousands (2019:€1,4 million).

Principal risks and uncertrinties
The principal risks assumed by the Branch are banking risks. Banking risks refer to credit, liquidity, marketand operational risk' credit risk is significant for the dranch and is monitored by managemerr:t. uu.t"t .i.t(including foreign exchange risk, price risk, and interest rate risk) is also signifrcant, dJe to the uncertaintyconcerning changes in foreign exchange rates and interest rates. The Brarich utso mooitor" tiquiaity .ist,defrred as the inability of the Branch to fulfil its obligations as they fall due and op"r"tiorr"ii.r. 

".irirrgfrom failure of intemal controls. Refer to Note 26 ofG financiat statements for the further details.
The Branch's operational ability (including, but not limited to, business activities, information technologysystems and risk govemance), is fully integrated with and dependent on the operational ability 

"irrr" 
sr"k.consequently, the Branch has significant exposure to the risks and uncertainties inrerent in the Lebaneseeconomy and its banking system, through the Bank itself. There rs curently a high degree ofrncertaintysurrounding the Lebanese banking industry and Lebanese's economy as a whole, daails of which areprovided to Note I .

Future developments ofthe Clprus Brench
The. Management is closely monitoring the current economic developments of Lebanon and these ofthebanking system and the associated risks and. uncertainties in order ro take appropriate measures to enablethe Branch to continue its operations on a going concem basis. Details are provided in Notes I to 4 to thefinancial statements.

Results
The Cyprus Branch,s results for the year are set out on page 7.

Events after the reporting period
Any significant events that occured after the end of the reporting period are described in Note 2g in thefinancial statements.

By order ofthe Management ofthe Cyprus Branch.

Ghada Shami Christofi des
Branch Manager
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Independent Auditor's Report

Deic te Limrted

I Platlr:.r.Llrn varimos praza

Towerl.SiFloor
2l3 Arch l4akaf oi.r lL Aven!e
fY_3C30 L rnassot, Cyp.Ls
lr'la l: P.O. Box 58265
CY 3734 L masso, CyPrus

Telr -357 25 86 65 86
Fex:+357 25 86 35 00
afo masso @de oilte com

w\^'w deloite.cornlcy

To the Members of IBL BANK S.A.L.

Report on the Audit of the Financial Statements

Disclaimer of Opinion

We were engaged to audit the financial statements of the Clprus Branch (the "Branch") of IBL BANK
S.A.L. (the "Bank", the "Head Office") in Lebanon, which are presented tnpages 7 to 47 and comprise
the statement of financial position as at 31 December 2020, and the statement of profit or loss and
other comprehensive income, changes in equity and cash flows for the year then ended, and notes to
the financial statements, including a summary of signifrcant accounting policies.

We do not express an opinion on the accompanying financial statements ofthe Branch. Because ofthe
significance ofthe matters described in the Basis for Disclaimer of Opinion section of our report, we
have not been able to obtain su{Ecient and appropriate audit evidence to provide a basis for an audit
opinion on these financial statements.

Basis for Disclaimer of Opinion

1. The Branch's ability to continue as a going concern is described in Notes 1 and 4 to the

3.

accompanying hnancial statements.

The Branch's operational ability (including, but not limited to, business activities, information
technology systems and risk govemance), is fully integrated with and dependent on the
operational ability ofthe Bank, The Branch operates a curr€nt account with the Head Office
through which a signihcant number ofthe Branch's transactions are executed. Consequently,
the Branch has, through the Bank, significant exposure to the risks and uncertainties inlerent
in the Lebanese economy and its banking system.

As disclosed in Note 4 to these financial statemenrs, the Directors of the Bank highlight that
the current market circumstances and uncertainties disclosed in Not€ I to these financial
statements, which have been worsened by the Covid 19 pandemic and Beirut seaport
explosion, represent material uncertainties that may cast significant doubt on the Bank's and
as a consequence the Branch's ability to continue as a going concem.
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Deloitte.
Independent Auditor's Report

To the Members of IBL BANK S.A.L.

Report on the audit of the financial statements (continued)

Basis for Disclaimer of Opinion (continued)

Note I to the frnancial statements indicates that there is currently a high degree of uncertainty
sunounding the l,ebanese banking industry and Lebanese economy as a whole, triggered by the severe
financial crisis and unprecedented economic downtum, the effects ofthe Covid-l9 pandemic and the
explosion at Beirut Seaport in August 2020. As the situation is rapidly evolving, the magnitude ofthe
possible adverse effects on the Lebanese economy and the banking sector, remains unknou.n. The
audit evidence available to us to confirm the appropriateness ofpreparing the hnancial statements on
a going concem basis was limited due to the severity ofthe uncertainties noted above and disclosed in
Note 1 as applicable to the Branch and the Bank and within the banking sector as a whole in Lebanon
resulting from the overwhelming systemic risk which could impact the assessment of solvency risk;
liquidity and funding ris( currency risk; credit risk and profitability, and the related future actions and
mitigation plans and factors.

This situation indicates that a material uncertainty exists that may cast significant doubt on the Bank's
and consequently the Branch's ability to continue as a going concern and in the absence of any
alternative evidence available to us, we have been unable to form a view as to the applicability ofthe
going concem basis, the circumstances of which, together with the effect on the financial statements
should this basis be inappropriate, could result in the Branch being unable to realise assets and
discharge liabilities inthe normal course ofbusiness. Our opinion on the Branch's financial statements
for the year ended December 31, 2019 was also modified in respect ofthis matter.

Responsibilities ofthe Board of Directors ofthe Bank and Those Charged with Governance for
the Financial Statements

The Board of Directors of the Bank is responsible for the preparation of financial statements of the
Cyprus Branch that give a true and fair view in accordance with Intemational Financial Reporting
Standards as adopted by the European Union and the requirements of the Cyprus Companies Law,
Cap. 113, and for such htemal control as the Board ofDirectors ofthe Bank determines is necessary
to enable the preparation of financial statements that are free from rnaterial misstatement, whether due
to fraud or enor.

In preparing the financial statements, the Board of Directors of the Bank is responsible for assessing
the Branch's ability to continue as a going concern, disclosing, as applicable, matters related to gorrg
concem and using the going concem basis of accounting unless the Board of Directors of the Bank
either intends to liquidate the Cyprus branch of the Bank or to cease operations, or has no realistic
altemative but to do so.

Those charged with govemance are responsible for overseeing the financial reporting process ofthe
Cyprus branch of the Bank.

Auditor's Responsibilities for the Audit ofthe Financial Statements

Our resporsibility is to conduct an audit of the Branch's financial statements in accordance with
Intemational Standards on Auditing and to issue an auditor's report. However, becaus€ ofthe matters
described in the Basis for Disclaimer of Opinion section of our report, we were not able to obtain
sufficient and appropriate audit evidence to provide a basis for an audit opinion on these financial
staternents.
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Independent Auditor's Repon

To the Members of IBL BANK S.A.L.

Report on the audit ofthe financial statements (continued)

Auditor's Responsibilities for the Audit of the Financial Statements (continued)

We are independent ofthe Branch in accordance with the ethical requirements that are relevant to our
audit of the flnancial statements in Clprus, and we have fulfilled our other ethical responsibilities rn
accordance with these requirements.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit hndings, including any significant deficiencies rn
intemal control that we identi[, during our audit.

We also provide those charged with govemance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonablybe thought to bear on our independence, and where applicable, actions taken
to eliminate theats or safeguards applied.

Report on Other Legal and Regulatory Requirements

Pursuant to the requirements ofArticle 10(2) ofthe EU Regulation 53712014 we provide the following
information in our Independent Auditor's Report, which is required in addition to the requirements of
Intemational Standards on Auditing.

Appointment ofthe Auditor and Period of Engagement

we were first appointed as auditors of the cyprus Branch on 21 Novernber 2008 by the Board of
Directors. Our appointment has been renewed annually by the Board of Directors representing a total
period of unintemrpted engagement appointment of 12 years.

Consistency of the Additional Report to the Audit Committee of the Bank

We confirm that our audit opinion on the financial statements expressed in this report is consistent with
the additional report to the Audit committee of the Bank, which we issued on 23 Auzust 2021 in
accordance with Article l1 ofthe EU Regulation 53712014.

Prolision of Non-audit Services

We declare that no prohibited non-audit services referred to in Article 5 ofthe EU Regulat ion 53712014
and Section 72 ofthe Auditors Law of2017 were provided. ln addition, there are no non-audit services
which were provided by us to the Branch and which have not been disclosed in the frnancial statements.

During the year 2020 we have provided Non-audit services exceedin g the TOTo (threshold level) ofthe
average audit fees received during the last three years (2017 - 2OI9). The said Non-audit services were
requested by the Central Bank ofCyprus from the Branch, representing assurance work with respect to
AMUCTF Retums of the Branch as well as the conditions imposed by the central Bank of cyprus to
the Branch on 22 November 2019 by its decision No 24l20lg.In addition, other permissible non audit
services were also provided during 2020.

With respect to the provision ofthese Non-Audit Services relating to the request by the Central Bank
ofcyprus as explained above, we have obtained the approval ofthe audit committie of the Bank, and
in addition in line with Article 71 ofthe Auditors Law of20l7, we have obrained the approval ofthe
Cyprus Public Audit Oversight Board. In addition, we applied adequate safeguards to ensure that our
independence is not impaired.
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Deloitte.
Independent Auditor's Report

To the Members of IBL BANK S.A.L.

Report on the audit of the financial statements (continued)

Other Legal Requirements

Pursuant to the additional requirements ofthe Auditors Law 2017, we report the following:

Because ofthe significance ofthe matters discussed in the basis for disclaimer of opinion seciion of our
rq)ort, we do not express an opinion as to whether the management report as weli as additional
information in page 48 have been prepared in accordance with the requirements of the Cyprus
Companies Law, Cap.113, as to whether the information given is consistent with the financial
statements and as to whether in the light of the knowledge and understanding of the Branch and its
environment obtained in the course of the audit, we have identified any material misstatements in the
managemenr repon.

Oth€r Matter

This report, including the opinion, has been prepared for and only for the Bank's members as a body in
accordance with Article 10(l) of the EU Regulation 53712014 and Section 69 of the Auditors Law of
2017 and for no other purpose. we do not, in giving this opinion, accept or assume responsibility for
any other purpose or to any other person to whose knowledge this report may come to.

The engagement partner on the audrt resulting in this independent auditor's report is Mr. Nicos
Charalambous.

Accountant and Resistered Auditor
for on behalf of

Deloitte Limited
Certified Public Accountants and Registered Auditors

Limassol, 26 Augtst 2021
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IBL BANK S.A.L. (Clprus Branch)

STATEMENT OF PROFIT OR LOSS AND OTIIER COMPREIIENSIVE INCOME

For the year ended 31 December 2020

Note
2020 2019
EUR EUR

2.814.454 4.636.964
(2.2t0.'769),/ (3.231.006)

tr

6
Interest income
Ilterest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net financial revenues

Staff costs
Interest on lease liability
Administrative expenses
Depreciation and amortisation
Loss on disposal of financial assets
Expected credit losses
Other income
Special taxation for credit itstitutions

(Loss)/Profit for the year before taxation
Taxation

(Loss)lProfit for the year

Other comprehensive income for the year

Total comprehensive (expense)/income for the year

603.685 L405.958

36.305
(r.622)

23.454
(1.r30)

34.683 22.324

63 8.368 1.428.282

7

15,16,17
10

(260.226)"
(3.149)v

(308.048)
(64.337).

(144.r03)t'
(s0.161)..,

32.383w
(80.30a) z

(286.90qr'
(6.0s2) r'

(2st.273)
(s8.970)

(146.0s6) r
(41.284)t'
16.796 -

(103.706) t'9

8
9

(239.577) 5s0.837
(6.000) (107.360)

(24s.s77) 443.477

(24s.s77) 443.477

!i I
!i t
Fi e
!i e
Fi 4
Fi it

The notes on pag€s 11 to 47 form an integral part ofthese financial statements
Fi t
,it



IBL BANK S.A.L. (Cyprus Branch)

STATEMENT OF FINANCIAL POSITION

As at 3l December 2020

ASSETS
Cash and deposits at Central Banks
Deposits with banks and financial institutions
Amounts due fiom Head office
Other assets

Propedy and equipment
Intangible assets
Right ofuse asset

Total Assets

EQIJITY AND LIABILITIES
Reserves
Retained eamings

Total Equity

LIABILITIES
Customers' accounts
Amounts due to Head Office
Tax liability
Lease Liability
Other liabilities

Total Liabitities

Total Liabilities and Equity

42.965.203 85.350.587
:

1.3t7.577 1.563.154

1.317 .577 1.563.154

Note
2020
EUR

2019
E[JR

3.179.329
).)25

81.993.897
20.705
57.1 18

23.949
I z.zoo

1l
12
t4
13
l5
16
t7

29.361.0t2
25.586

t3.416.t48
46.598
50.496
29.230
36.133

18
27

25.081.479
l6 1r? o??

10.711

40.200
191.304

83.419.577

112.'t9s
77.251

177.8t0

20
l9

41.647.626 83.787.433

42.965.203 85.350.587
:-

The Financial Statements were approved and signed on 26 August 2021 by:

Group Financial Officer

The notes on pages to 47 form an rnteg.al part ofthese financiar statements



IBL BANK S.A.L. (Cyprus Branch)

STATEMENT OF CIIANGES IN EQUITY

For the year ended 31 December 2020

At I January 2019
Prnfit fnr rha vaa-

At 31 December 2019/ 1 January 2020

Loss for the year

At 3l December 2020

Retained
errnings

EI,]R

1.n9.677
443.477

Total

ET]R

1.119.677
443.477

1.563.1.54

(24s.s77)

1.563.154

(24s.s77)

1.317 .577 1.317 .577

The notes on pages I I to 47 form an integral part ofthese financial statements



STATE},IEN'T OF CASH FLO\}'S

For the l ear ended 3l December 2020

Cash flou s from operating activities
(Loss)./Profit for the ) ear before taxarron
Adjusrmenls fof:
Depreciation and amortisation
Interest on lease liabtlity
Exchan_ue dift'erence
Loss on disposal of financial assers
Expecled credit loss
Special taxation for credit institutions

Operating cash flon s before movements in n orking capital
Increase in balances at Central Banls
(lncrease),'Decrease in other assers
(Decrease) lncrease in custonlers. account5
Increase in amounts due to Head Office
Decrease in other liabilities

Cash (used in)/generated from operating activities
Taxation paid

Net cash (used in)/generatcd from operating actiyities

Cash flows from inlesting activities
Purchase ot'propeny and cquipmenl and intrrrgrble asset:
Proceeds on disposal oIpropenl and eqtripmenr

Net cash used in investing activities

Cash flo$s from financing activities
Repayment of lease liability
Interest on lease liability
Net cash used in financing actir.ities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of tne _r:eu,

Cash and cash equivalents at end of ] ear

IBL B.{NK S.A.L. (C.r-prus Branch)

2020
Note EUR

(239.577)

61.337
3.149

144.103
50.1 61
80.304

2019
EIJR

550.817

5 8.9 70
6.052

115?)l

103.70;

t02.477

(26.223.3e1)
( 25.8S3)

(5 8.333.0e8)
161110',It

( l3 l 688)

I16.993

(2.543.234)
5.920

32.203.251

( l 76.3S.1)

(68.292.661) 30 21 I .516
(187.664) (103.706)

(63.480.328) 30.107.E40

t

(32.301)
5.754

(8.310)

!

22

(26.547) (8.310)

(3 7.05 I ) (3 L 148)
(3.149t /A o5rr

--+4-_, (40.200) (37.200)

(68.547.075) 30.062.330
82.065.328 52.002.998

13.51 8.253 82.06s.328

.I

i

I

n

;.

1i

The notes on pages l l to 47 form an integral pun of ,h.r" fi;;;;;;; l0
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IBL BANK S.A.t,. (Clprus Branch)

NOTES TO 1'IIE FINA}iCIAL S'TATENIENTS

For the ] ear €nded 31 December 2020

I. GENERALINFORiUATION
The branch of IBL Bank s A.r-. (rhc "Branch) is registered in cyprus since 200g, under Section
347 of the Cyprus Companies l_aw, as a Branch oi tgl gu* -S.A.L. 

u .on,pu.ry registe.ea in
Lcbanon. l he Branch obtained a banking Iicence from the Central Bant ofCyprus on 30 

"Norrernber

2007, but did not cornmence operations until 5 Febn_rary 2009

The registered office ofthe Branch is located at IDEAL Building, l'r floor,21,4 Arch. Makanos I
Avenue, CY-3030 I_imassol.

The principal activity of the Branch is rhc pro'ision of bankins a'd financial sen.ices.

i,J
r_ ll

Since the last quarter of 201 9, t-ebanon has been rvitnessins severe events u hich had and continue
lo ha\ e a significant impact on the fiscrr. monetary and ee.,nomic ourrook rlong u.irh rheir rclared
adverse impact on the business comrnunity as a rvhole and the banking system in-particular, main.l1.
social unrest and business disruption across thc country, series ofdorvnerades to ihe level ofdefauh
ranking for pri'"'ate and so'ereign credit risk by arl rnajor rating agencres, restrictions on cash
u'ithdrawals and movehrent of funds in fbreign currenciei, non-ability to transfer funds rrom local
bankaccounts in foreign currency to foreisn accounts witrr correspondent banks, and the Lebanese
Republic default on its Eurobonds duc on N{arch 9,2020 and thcn the dccision to discontinuc
paynlents on all of its outstandine USD-denominated Eurobonds. l he Eurobonds default pr..tua",
access to intemational markets lor foreisn financing. *'hile the domestic bankin-e system ii severely
impaired.

The dry up of the dollar inflou' to the countrv, precipitated sy.stemic failures across banking, debt
and.the exchange rate. A significant portion of trre Lebanese banr:s holtrings consist 

"f 
,".;.;ig.'

lcnding, including deposits rvith Centrar Banli of L-ebanon, w,hich made banks unable to meet thJirdollar obligations to customers. A de facto restriction on outbound transfers and f"r.ign.;;.;;;
cash withdrauals, wcre imposed to presen e the tbreign cunency left in the country. T[e difficulti
tn accessir.rg foreign currencies led to the emergence oia paraller market to the officiat peg wherebi
Itr_r !r1"" to access foreign cunencies increased, deviati.g significantly r.on, tt.r" orii"i-iut p.f o'r
1 507 5 LBP/USD I'his has resulted in an uncontrolled risJin irices drir.ing high inflation and"risein the consumer price index, loss of confidence in the economy and dcterioration in the economic
IUnOamentals

Thc financial crisis has been intensified by the del.astating explosion occurred on August 4,2020
at. the Beirut seaport causing severe property clamases across i wide area of the capitai arong with
a large number ofcasualties, and the COVID- l9 pandemic ri hich particularly hit the tourism s-ector.

The central Bank of Lebanon efforts to control foreign exchange and srow the ross of forcigncurency reserves, led to rnultiple exchan,ge rates, hou,ever unsustarnable.

t official exchange rate (l507.5 rRp,usD): currently maintainea in banking transactions
and.providing foreign currency for the import of fuel oil, wheat. medicinJand medical
eoulDment-

ii Platfonn rate - sayrafa (currently €t 3,g00 LBp/usD): cunently maintained to provideloreign cunency for the import of essential food iterrs and raw nraterials used in loodindustries. Also, this rate is currcntry use. for LBp cash rvithdra*'ars in snra'u*ouni..
from foreign currency deposirs tccounts, based on limits set by banks separatelv.

ir a
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NorEs To rrIE FTNAN.IAL 
'TATEMENT' 

IBL BANK s'A'L' (clprus Branch)

For the year ended 3l December 2020

l. GENERAL INFORIVIATION (Cont,d)
The macro Economic Environment in Lebanon (cont,d):

Fil"fJ,:ii3;*311'rtff ff:*:: cyIc1r oj Ministers anqrovgd the Lebanese Government.s

;:T,Hl.f;;;iffff..,T#, il,,:*:,1,:#;"Ii:f, 
""*f,lTl.* 

.:,*i;;*ffiLl
il;;;;"""r"ffi#'#;iliiliilfll.,i;,".i.Till,,"rf:,,,;f"#,i,,::::*,f;n":"1",:,:;

In this respect the Association orfBanks in Lebanon_1ds1) has. challenged the Government,s plaa
il'jii:fl"H:'ffi1"'"Tf ili:ff ffi:H"?l3*ff"H;g;qo1, -ua1 in it.'," Gi,"r,"*a
tn padicular. vvv'ulllc crlsls tn general and the banking crisis

#i*":i:1trffi1;:::"'"'fl:l1i:;.,i.:;ji:,,1j,.il:il,"Ji1x,.1,.1:rllr:..rke, andopera,iona,
curency overseas exposing rhe banking..",o. io.riiiguiioffi:ffj|#ft:L:TjjrT,::i"#T

il;,*.*n*#i1"}il';"e{1;i;q:+u*il:txnff x*:i:+iilxf#dn,ffi.tr*;
Bg;,_:Tf ;1,,:*"ffJ":'f ,f.'#"f S*X":ll',?",1llfl a#ifi ;:*#f ,#;tr
Management has significant cr

;:***:"**:*"liffi #i;ffi 
':lT""'f 

;:ffi 

"*:J:ff:ff 
"Tj::il*lffi"#f :

The Branch's operational ,otrtl:i:1"]ig,lr, but.not limired ro. business activities, information;:iffi,1?,:'"1ffi4*Ul.ru1ll5*:,,Ti:mt*lli1-9.1"r"0:r,*,r,."p...ia""r
rnher€nr in the Lebanese economy ana irs uantine.;-;ti}..;il:,ffi::,firlt1p.X,:1,,"*.fffi

The above represent material unr

lo";111i,1u" "i 
goi,,;";;""# ilT[1ffi:,'ft:,ffij,iil;:f,::fl:.g**^"n the Branch abiriry

'il:#t;::#';:";:: J""i;T;#:"""""jffi ;':r,hi ::;';;1i::ff"",m1i,T1#:?T:
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IBL BANK S.A.L. (Clprus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3l December 2020

1. GENERALINFORMATION(Cont'd)

The B ranch's linancial oarticulars :

The Central Bank ofCyprus by its letter dated 8 November 2019 to the Branch, has stated some
information including the economic situation in Lebanon, the reliance of Lebanese Banks on
Lebanon, the concentration risk of the Branch to the Head Office and the increase in deoosits
payable by the c1prus Deposit Guarantee Scheme. Consequently, the central Bank of cyprui with
its decision dated 22 November 2019 (decision No 2412019), imposed the following conditions (a)
and (b) to the Branch (Note I 1):

a) The Branch is not allowed to increase the amount ofcovered deposits (by the Cyprus Deposit
Guarantee Scheme), considering the amount reported as at 8 November 2019 including accrued
interest as at that date.

b) The Branch shall not grant new credit facilities or amend existing ones, in a way that will
result in the creation or increase of an exposure (i.e. asset or off bilance sheet itim) of the
Branch, as compared with the exposure of the Branch as at close of business on g November
2019, to third countries, except of third countries that have, at least, an investment grade credit
rating from at least two Extemal Credit Assessment Institutions.

The Cenlral Bank ofClprus by its letter dated 17 December 2020 to the Branch, has informed the
Branch for the requirement to place and maintain, at all times, with the Central Bank of Cvnrus an
amount equal to the total customers' deposits held by the Cyprus Branch including accruedinterest,
in Euro or the equivalent amount plus 5% if the deposit wiil be placed in US dotilars. The reserve
maintained by the Branch with the Central Bank of C)?rus 

"*ceeded 
the total customer deposits of

the cyprus Branch in all currencies including accrued interest as at 3l December 2020.

Subsequent to the year end, the Central Bank of C1prus issued additional requirements (see note
28 Events after the end ofthe financial year).

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAI REPORTING
STANDARDS (ITIRSs)

2.1 New and amended IFRS Standards that are effective for the current ye&r

The following new and revised IFRSs and amendments to IFRSs and Interpretations issued by the
International Accotnting Standards Board (IASB), which became mandatorily effective for annual
periods beginning on or after January r, 2020, have been adopted in these financial statements.
Their adoption has not had any material impact on the disclosures or on the amounts reported in
these fi nancial statements.

(D Amendments to IFRS 3 Business Combinations

The amendments provide guidance to help entities determine whether an acquisition made meets
the definition ofa business. The amendments:

' clarifu, that to be considered a business, an acquired set ofactivities and assets must includ.e, as
a minimum, an input and a substantive process that together significantly contribute to the
ability to create outputs;

o narrow the definitions ofa business and ofoutputs by focusing on goods and services provided
to customers and by removing the reference to an ability to reduceiosts:

' add guidance and illustrative examples to help entities assess whether a substantive process has
been acquired:

IJ



IBL BANK S.A,L. (Cyprus Branch)NOTES TO TEE FINANCIAL STATEMENTS
For the year ended 31 December 2020

2. APPLICATION (
REpoRrnrC;iAi;^$1%"ffi,"oREvISED INTERNATT.NAL FTNAN.TAL

2'1 New and amended IFRS Standards that are effective for the current year (cont,d)(r) Amendments to IFRS 3 Business Combinatiotrs (Cont,d). remove the assessment of rvh-rr.-- _^-r
inputs or processerlT't 

of *htthtt market particip(

o add an optional 
"o.1ld. 

"9:,inui'e ,;;.i,.##,ii,i:l' u; *nuut" of replacing anv missing

set oraciiv;ties ariJ::*Ti:i::rj iXTpermits 
a simplified assessment of whether an acquired

The amendments are effective for acquisitions that occur on or aft er I lanuary 2020.
(ir) Amendments ro IFRS 9, IAS 39 and IFRS 7 In

$1,-.rira+i:'huJ;*:'.":grn,erestRareBencdfiilHT:ff fi :;",ff 
t

fi nancia I statemei;;;;il;T::"t 

"eq 

ui re qual itat ive and qu

il:::*"nir*rlH,#''HH+#H#H#*rr[f [:Hf ri:;r,il:'ffiH;'
contrnue for un"","6 1r.6;.rrlLific 

hedge ;;;il;Hi:i"re to be applied retrospectivelv.

il::ffiI: ;nT##.,i'".:.*Hl'"[.:itf ,gmxet"." l{[]:{i.:tj":ffi
(iiD Anendments to

:h:,:::ymens,',-*.'ff?;;;;"j*',"!;i;fi :':::ffi "ff lrnaaai,i.n,,,r"
*f::::{{".::"f:T'# {**TU'f ,":*;'# jd*.s n " tr,,",r."iJ,".,'ji!n" u,
il#,il,il #ffi1?;ihffi1ffij,'"::*; in"ilnl'TlffiJ"JHjfJ:i':."::'J,,lH":;::;ji

(iv) Amendments to .

The amendments i.,"na" 
"n".R 

€nces to the Conceptual Framework in the Standards

*[ini*in#rlu,ilr:r'"Li'i!'iil1T'*?Jy'li"z:':r'lo'lherevisedconceptua,
::1T.T*:"i:"0il;;;;k:,Ty"",1".a"p'iJuvli'iii#Lldi{:u}3';h:il:ffi 1i"dupdated wirh rhe n.- ;"n"i;'i#i'.',?,ljj: ilit':::if;j:fn.,;;;;:f,._:#ioiillJxljJo"""

(v) Amendments to II
annuar reportitrs #"il ffi ,;;" j"ti;ffiiT"l;I;T**'""s (Effective ror

ln May.2020, the Board published ,.c^,;r 
r o

amendlng the stanau.a,o orouiall-'covid- 
I9-Related Rent Con

renr concession is u r.u.",noaia"liill"r.'-y:,1:l;^*ro,',dri;'"*t'on' 
(Amendments ro trRS l6)"

As a^pracricat expedienr, u ,..'""on 
rhe changes amena ttitfi::::"f,[$:1er a Covid-l e-related

ffi'['i[X1*l:'.'#tfff:*#,,i11i:ij4-ii4:{"',T.;1111"'-:'""iconcessionisa,ease
change was nor a rease modii;;;i"X."t " '"'rJ*."*i?"iil:ilil::i;il:ffj3fril,'r:::ilil:
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IBL BANK S.A.L. (Clprus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3l December 2020

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRSS) (Continued)

2.1 New and anended IFRS Standards that are effective for the current year (Cont'd)

(v) Amendments to IFRS 16 Leases Covid 19 - Related Rent Concessions (E{fective for
annual reporting periods beginning on or after I June 2020) (Cont'd)

The practical expedient applies only to rent concessions occurring as a direct consequence ofthe covid-
19 pandemic and only if all ofthe following conditions are met:

a) the change in lease pa),ments results in revised consideration for the lease that is substantially
the same as, or less than, the consideration for the lease immediately preceding the change;

b) any reduction in lease pal,rnents affects only payrnents originally due on or before 30 June 2021
(for example, a rent concession would meet this condition if it results in reduced lease payments

on or before 30 June 2021 and increased lease payments that extend beyond 30 June 2021); and
c) there is no substantive change to other terms and conditions ofthe lease.

A lessee shall apply Covid- l 9-Related Rent Concessions retrospectively, recognizing the cumulatrve
effect of initially applying that amendment as an adjustment to the opening balance ofretained eamings
(or other component ofequity, as appropriate) at the beginning of the annual reporting period in which
the lessee first applies the amendment.

Earlier application is permitted.

Other than the above, there are no other significant IFRSs and amendments that were effective for the
first time for the financial year beginning on or after January 1, 2020.

2.2 New and revised IFRS in issue but not yet effective and not early adopted

At the date ofauthorisation ofthese financial statements, the Branch has not applied the following new
and revised IFRS Standards that have been issued by the Intemational Accounting Standards Board
([ASB) but were not yet effective for the year ended 3l December 2020:

New and revised IFRSs

Effective for
Annual Periods

Beginning on or After
I

I

I

I

I

I
I
I
t

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 regarding lnterest January 1, 2021
Rate Benchmark Reform -Phase 2

Arnendments to IFRS 4 Insurance Contracts - deferal of IFRS 9 January 1,2021

Amendments to IFRS 16 Leases: Covid- 1 9-Related Rent Concessions beyond April 1,2021
30 June 2021 (Not yet endorsed by the EI-I)

Amendments to IFRS 3 Business Combinations, reference to the Conceptual January 1,2022
Framework

Amendments to IAS 16 Property, Plant and Equipment regarding proceeds January 1,2022
before intended use

Arnendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets
regarding Onerous Contracts

Jantary I, 2022

I
I
I
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NOTES TO TIIf, FINANCIAL STATEMENTS
For the year ended 3l December 2020

IBL BANK S.A.L. (C1prus Branch)

2. APPLICATION OF 
^-EW 

AND R-EVISED INTERNATIONAI FINANCL{L REPOR.IINGSTANDARDS etrRSs) (Continued)

2.2 New and revised IfRS in issue but not yet effective and not early adopted (Cont,d)

New and revised IFRSs

Arurual Improvements to IFRS Standards 20l g_2020 Cycle

Amendments to IAS 12Income Taxes (Not yet endorsed by the EU)

#i":l#il:Tce contracts including Amendments to IFRS 17 (Not yet

Effective for
Annual Periods

Iamary 1,2022

Ianuary 1,2023

January 1 ,2023

Amendments to IAS 1 presentation of Financial statements and.IFRS practice Janaxy r,2023Statement 2: Disclosure of Accounting policies fll', i"i"ri""*.d uv ,fr" Bul
Amendments to IAS 1 presentation of Financial Statements: Classification of January 1,2023Liabilities as Cunent orNon_Current 

"il cl;;ii;;,'", iiii'uuiti,i". u, cu,,".,,or Non-current _ Deferral of Effective J";d;;;;;#;y the EU)

Amendments to IAS g Accounting poricies, changes in Accounting Fstimates lanrary 1,2023and Errors: Definition of Accou"ting e.timutes Ooiir"i'".j"^"0 by the EU)
The Directors anticipate that tb
Brun"h,, il;;i;;.y-.aK,r"rrese 

new standards, interpretations, and amendments will be adopted in the
interpretations andu,r,"naro"n ll3t -1!1n 

ttrer are applicable.and adoption 
"r,n""" ""i,"ii*o-ar,the period of initi;;;;ilffi: t"v have no material impact on the financial statements of;h" 

"B.un"h 
io

3. SIGNIFICANT ACCOUNTING POLICIES
The following accounting policies were adopted by the Branch and applied consistently and are those thatare considered sigrificant or material ror trr" ."rrri, riitrrli.'eientation ortne financial statements.
Uesrspt-preprstrq!
I ne tlnancial statements have been prqrared under the historical cost convention and in accordance withIntemational Financial Reporting si-quta, GrRi u;;;p* bv the European Union (Etr) and therequrrernents of the C1prus Compani., t u*, Cup.iti

*:ffi?ifil.':t:.t'ffi"]::#:"*ts in conformitv with IFRSs requires rhe use of cerrain critical
a*'"r,',.i."o*J,g ft ;J,lT,T:ilffiff ilJ:ffi:::#J,iiffiT 

"1,X mrui;'#ffi,*,5
fr:"li:l3,li1t:li'ffi"1,3ffH:'"dri's;"i;;i.;;;luitiiesat*reaateorthennanciarstatements
-"ru,"aon.n"i#'';iJ;::r,:T#rdi'",ffi :f :i.ff ::ff lT,'"LTi#:TJ,**;;#triltro.,lter trom those estimates (refer to Nr" i'r"r 

" 
a"..ipi-"'oili*tn.u"r.iuogments and estimuie.l.Statement of compliance

H:#;liii-lt:j:ments have been prepared in accordance with rntemational Financial Reporting

I

I

I

I

I
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IBL BANK S.A.L. (Clprus Branch)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020

3. SIGNIFICANT ACCOUNTING POLTCIES (Continued)
Basis of preparation (cont'd)

Foreign currencies

The financial statements are presented in Euro (€) which is the Bank's reporting currency. However,
the primary currency ofthe economic environment in which the Bank operates (functional currency)
is the U.S. Dollar. In preparing the financial statements, transactions in foreign currencies are recorded
at the rates of exchange prevailing at the dates of the transactions.

At the. end of each reporting period date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at the end ofthe reporti:rg period.

Non-monetary items carried at fair value that are denominated in foreign currencies are retranslated at
the rates prevailing at the date when the fair value was determined. Non-monetary items that are
measured in terms ofhistorical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise except for
exchange differences on transactions entered into in order to hedge certain foreign currency risks, and
exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur, which form part ofthe net inveslment in a foreign
operation, and which are recognised in the foreign currency translation reserve and recognised in profit
or loss on disposal ofthe net investment.

Financial assets
All financial assets are recognised and derecognised on a trade date where the purchase or sale ofa
Itnancial asset is under contract whose terms require delivery ofthe financial asset within the timeframe
established by the market concemed, and initially measured at fair value, plus transaction costs, excep!
for those financial assets classified as at FVTPL. Transaction costs dtectly attributabls to the
acquisition of financial assets classified as at FVTPL are recognised immediately in profrt or loss. Ail
recognised financial assets that are within the scope of IFRS 9 are required to be subsequently measured
at amortised cost or fair value on the basis ofthe entity's business model for managlng the financial
assets and the contractual cash flow characteristics ofthe financial assets.

Specihcally:

' Debt instruments that are held within a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely payments ofprincipal and interest
on the principal amount outstanding (sppD, are subsequently measured at amortised cost;

' Debt instruments that are held within a business model whose objective is both to collect the
conhactual cash flows and to sell the debt instruments, and that have contractual cash flows that
are SPPI, are subsequently measured at FVTOCI;

' All other debt instruments (e.g. debt instruments managed on a fair value basis, or held for sale)
and equity investments are subsequently rneasured at FVTpL. However, the Branch may make
the following irrevocable election / designation at initial recognition ofa financial ur."i on 

"r,asset-by-asset basis:

' The Branch may irrevocably 
-erect 

to present subsequent changes in fair varue of an equity
investrnent that is neither held fortrading nor contingent consideration recognised by an acquirer
in a business combination to which IFRS 3 applies, in OCt; and

' The Branch may irrevocably designate a debt instrument that meets the amortised cost or FVTOCI
criteria as measured at FVTPL if doing so eliminates or significantly reduces an u."or,rrt*g
mismatch (referred to as the fair value option).
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IBL BANK S.A.L. (Cnrus Branch)
NOTES TO TIIE FINANCIAL STATEMENTS
For the year ended 3l December 2020

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Debt instruments at amortised cost or at FVTOCIFor an asset to be classified
should give rise ro cash o"l..111T",""*"9 

at amortised cost or at FVTocI, its contractual terms
outstanding (sppr) tnat are solelv pavments of principai -d i"i;;;.i;;lilfrn",put
An assessment of business models. for managing financial assets is firndamental to the classificationofa financiar asset' The Branc\det1""in", tfr" frurio"., iJ"r. u, u t.rr"l that reflects how goups oriJ,T::1;::"Ji#:ffiltj"^'1}._'" ;hil';";;;;JJi- bu.in"., objective rhe 

-Branch,s

ffi trnl*,Tl#'"'""* yil#:trtrn:l':'i"H*:?:"i1?'l#.::ii**l#1"fr ,*#ii
when a debt instrument meas

ffi :ff;s r 3g#rf;'i,;[li!,J"{lf Li,,t..i.:ru',::,;T":H}1"i:;"":":1,fi.,ffi,,,H:*,,u.iq,"*ry",""i".,ii,ii:il'ry:l,,ii:ff,T.:'i:'#ffy,ffi[:lii,''',"**';;;;6i;;; 
"",

The Branch reassess its busin
models have chan;;; .ffi;fi:.1Xtlo'.1ilol'o"n"t period to determine whether the business

*Tj#i#H1i:"?,1fi:""T:r:'ltv measured at amorrised.cost or at FVrocr are subjecr to

;"*;G;;;dd#il:,1H:L';TT::if,"J*:i::fl :lT;++5ili:3,#:H?ii,"".H*

Financial assets at FVTPL
Financial assets at FVTpL are:

. assets with contractual cash flows that are not SppI; orland. assets that are held in a busir
collect and sell; or 

tess model other than held to collect contractual cash flows or helo ro
. assets designated at FVTpL using the fair value option.

These assets are measured at fair value, with any gains/losses ar. .
in profit or loss. Fair varue is determined in the manner describedsmg 

on remeasurement recognised

Reclassifications
If-the business moder under which^the-Branch holds financial assets changes, the financiar assets
arrecred are reclassifred. The classification and measurr;;;;r""i
#j,l'"liTi::x;:,n:.""T"*,"#;,p;ii:H{fl ."f"", jili#H:il"j1;::x*::T;ff ::I
fmpairment

The Branch recognises loss allou
measured at FVii L; 

- --" *"- 'r'ances for ECLs on the following financial instruments that are not

. Deposits at banks;

. loans and advances to banks;
. loans and advances to customers:
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IBL BANK S,A.L. (Cyprus Branch)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020
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3. SIGNIFICANTACCOUNTINGPOLICIES(Conrinued)

Impairment (cont'd)

. debt investment securities;

. loan commitments issued; and

. financial guarantee contracts issued.

Impairment of Financial Assets

With the exception of Purchased or Origirated Credit Impaired (POCI) financial assets (which are
considered separately below), ECLs are required to be measured through a loss allowance at an
amount equal to:

' l2-month ECL, i.e lifetime ECL that result from those default events on the financial instrume
that are possible within 12 months after the reporting date, (refened to as Stage l); or

' full lifetime ECL, i.e. lifetime ECL that result from all possible default events over the life of
the financial instrument, (refened to as Stage 2 and Stagi 3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that
financial instrument has incr€ased significantly since initial recognition. For all other financial
instruments, ECLs are measwed at an amount equal to the 12_month ECL.
ECLs are a probability-weighted estimate ofthe present value ofcredit losses. These are measured
as the present value of the difference between the cash flows due to the Branch under the coruracr
and the cash flows that the Branch expects to receive arising from the weighting of multiple future
economic scenarios, discounted at the asset's EIR.

' for undrawn loan commitrnents, the ECL is the difference between the present value of the
contractual cash flows that are due to the Branch if the holder of the commitrnent draws down
the loan and the cash flows that the Branch expects to receive if the roan is drawn down; and

' for financial guarantee contracts, the ECL is the difference between the expected payments to
reimburse the holder ofthe guaranteed debt instrument less any amounts thaithe Branch expects
to receive from the holder, the debtor or any other party.

The Branch measures ECL on an individual basis, or on a collective basis for portfolios of loans
that share similar economic risk characteristics. The measurement ofthe loss allowance is based on
the present value of the asset's,exp€cted. cash flows using the asset's original EIR, regardless of
whether it is measured on an individual basis or a collectivi basrs.

Cred it-impaired financial as sets

A financial asset is 'credit-impaired' when one or more events that have a detrimental impact on
the estimated futule cash flows ofthe financial asset have occurred. Credit-impaired financiai assets
are referred to as Stage 3 assets. Evidence of credit-impairment includes observable data about the
following events:

. significant financial difficulty ofthe borrower or issuer;

. a breach of contract such as a default or past due event;

' the lender of the borrower, for economic or contractual reasons relating to the borrower's
financial di{frculty, having gmnted to the borrower a concession that the lender would not
otherwise consider;

' the disappearance of an active market for a security because of financial difficulties: or
' the purchase ofa frnancial asset at a deep discount that reflects the incuned credit losses.
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IBL BANK S,A.L. (Cyprus Branch)
NOTES TO TIIE FINANCIAL STATEMENTS
For the year ended 31 December 2020

3. SIGNIFICANTACCOUNTINGPOLICIES (Continued)
Impairment of Financial Assets (cont'd)
Cred irimpaired -financial as sets (cont' d,l

It may not be possible to identify a single discrete event instead, the combined effect of severarevents may have caused financial assets to become credit-impaired. The Branch asses.., *t 
"tt.r"idebt instruments that are financial assets measured at amortisea cost or FVrocI 

"." "r"Jlt-l-p"i."iat each reporting date. To assess, if sovereign and corporate J"bt ,nstrum"nts are credit impaired,the Branch considers factors such as bond lields, creait ratings-ano the ability ofthe borrower toraise fundins.

POCI financial assets are treated differently because the asset 
's 

credit-impaired at initialrecognition. For these assets, the- Branch recognises a[ 
"fra.rges 

in lifetime ECL since initial
;:::flil'::fi:*: ;H::#:lffIchanges-recognised 

in pront or ross. a ruuou,u', 
"iul,g"

D e./i ni tion of tl e fa ul t
critical to the determination ofECL is the definition ofdefault. l he definition ofdefault is used rnmeasuring the amount of ECI: Td in the detenninatio., oi*hetho th" loss allowance is based onl2-month or lifetime ECL, as defaurti. u 

"o-pon"nt 
oiil. p.ouiitrty ora"ruult @D) which affectsboth the measurement of ECLs and trr" ia"nti'r,.uti* oi" iiin"*, in"rease in credit risk.

The Branch considers the following as constituting an event of default:
o the borrower is past due more than g0 days on any material credit obligation to the Branch: oro the borrower is unJikely to pay its credit obligations to the Branch in full.

T:-l:l"tl"t "idefault 
is appropriately tailored to reflect different characteristics ofdifferent typesol assets' overdrafts are considered as being past au" otr"" tt 

" 
customer has breached an advisedlimit or has been advised of a limit s-utt". ti*., tt 

" 
.,*eni#-ount outstanoing.

when assessing ifthe bonower is unl,ikely to pay its credit obligatron, the Branch takes into accountboth qualitative and quantitative indicators. The information issessed depends on the type of theasset, for example in corporate lending 
" 

quutitutiu; inji.ri". r."o ,, ,rr" ureach ofcovenants, whichrs not relevant for retail lending. euantititive indicaton, ,u"t u. ou".Ou" status and non_paymenton another obligation ofthe same counterparty are key inputs in this anarysis. The Bra.r"h u.". u

;ffi'J,.:*""fln:f 
information to assess default whicil u.i 

"iir,". 
a".,"top"a t",".o"[y 

". "i"t".a
Sipnilicant increase in credit isk
The Branch monitors all financial assets, issued loan com:nitments and financial guarantee contractsthat are subject to the impaiment requirenents to assess .h"th", th"." has been a significantncrease in credit risk since initiar recognition. Ifth*;;;;;";;; srgnificant increase in credit risKthe Branch will measure the loss a'o,ti""" t"Jon iiiJ"t-" *rrr", ,rr"" r2-month ECL.
ln assessing whether the credit risk on a.ftnancial instrument has increased significantly since initialrecognition' the Branch compari.i.fu .isf. o.ia;"fil;;ndon the financial instrument at thereporting date based on the remaining mahrrity ofthe instrumeniwith the risk ofa default occurrinsthal was anticipated for the 

""-_uioirg -ut ritv 
"l ri" ""r".i."porring date when the finan"iuirnstrument was first recognised. In making this assessm*r,li" g.-"r, 

"onsiders 
both quantitativeand qualitative information that is.r.asona'bte aJ;;;;;;;;, ;""ding historical experience andforward-looking information rhat is.availabre *i,hd;;;;;;ri o. 

"non, 
based on the Branch,shistorical experience and expert credrt assessm;ffiil;il;ard-looking information.
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IBL BANK S.A.L. (Clprus Branch)
NOTES TO TIIE FINANCIAL STATEMENTS

For the year ended 31 December 2020

3. SIGNIFICANT ACCOIJNTING POLICIES (Continued)

Modification and Derecognition of Financial Assets

A modification of a financial asset occws when the contractual terms goveming the cash flows of
a fnancial asset are renegotiated or otherwise modified between initial recognition and maturity of
the financial asset. A modification affects the amount and/or timing ofthe contractual cash flows
either immediately or at a future date. In addition, the introduction or adjustment of existing
covenants of an existing loan would constitute a modification even if these new or adjusted
covenants do not yet affect the cash flows immediately but may affect the cash flows depending on
whether the covenant is or is not met (e.g. a change to the increase in the interest rate that anses
when covenants are breached).

When a financial asset is modified the Branch assesses whether this modification results in
derecognition. In accordance with the Branch's policy a modifircation results in derecognition when
it gives rise to substantially different tems.

The Branch derecognises a financial asset only when the contractual rights to the asset's cash flows
expire (including expiry arising from a modification with substantiaUy different terms), or when the
financial asset and substantially all the risks and rewards of ownership ofthe asset are transferred
to another entity. Ifthe Branch neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Branch recognises its retained
interest in the asset and an associated liability for amounts it may have to pay. Ifthe Branch retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Branch
continues to recognise the financial asset and also recognises a collateralised borrowing for the
proeeeds received.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying
amount and the sum ofthe consideration received and receivable and the cumulative gain/loss that
had been recognised in OCI and accumulated in equity is recognised in profit or loss, with the
exception ofequity investment designated as measured at FVTOCI, where the cumulative gain/loss
previously recognised in OCI is not subsequently reclassified to profit or loss.

On derecogrition ofa financial asset other than in its enthety (e.g. when the Branch retains anoption
to repurchase part ofa transferred asset), the Branch allocates the previous carrying amount ofthe
financial asset between the part it continues to recognise under continuing involvement, and the part
it no longer recognises on the basis ofthe relative fair values ofthose parts on the date ofthe transfer.
The difference between the carrying amount allocated to the part that is no longer recognised and
the sum ofthe consideration received for the part no longer recognised and any cumulative gain/loss
allocated to it that had been recognised in OCI is recognised in profit orloss. A cumulative gain/loss
that had been recognised in OCI is allocated between the part that continues to be recognised and
the part that is no longer recognised on the basis ofthe relative fair values ofthose parts. This does
not apply for equity investrnents designated as measured at FVTOCI, as the cumulative gair/loss
previously recognised in OCI is not subsequently reclassified to profrt or loss

Wnte-of

Loans and debt securities are written off when the Branch has no reasonable expectations of
recovering the financial asset (either in its entirety or a portion of it). This is the case when the
Branch determines that the borrower does not have assets or sources of income that could senerate
sufficient cash flows to repay the amounts subject to the write-off A write-off .o^iit1rt", 

"derecognition event. The Branch may apply enforcement activities to financial assets written off.
Recoveries resulting from the Branch's enforcement activities will result in impairment gains.

2I



IBL BANK S.A.L. (Clprus Branch)
NOTES TO TIIE FINAIICIAL STATEMENTS

For the year ended 31 December 2020

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

Modification and Derecognition of Financial Assets (cont'd)

Presentation ofallowance for ECL in the statement of,linancial position

Loss allowances for ECL are presented in the statement of financial position as follows:

' for financial assets measured at amortised cost: as a deduction from the gross carrying amount
ofthe assets;

' for debt instruments measured at FVTOCI: no loss allowance is recognised in the statement of
financial position as the carrying amount is at fair value. However, the loss allowance is included
as part ofthe revaluation amount in the investments revaluation reserve; and

. for loan commitments and financial guarantee contracts: as a provision liability.

Financial Liabilities and Equity Instruments

Debt and equity instnments that are issued are classified as either financial liabilities or as equitv
in accordance with the substance ofthe contractual arrangement.

A financial liability is a contractual obligation to deliver cash or another financial asset or ro
exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Branch or a contract that will or may be settled in the Branch's own
equity instruments and is a non-derivative coniract for which the Branch is or may be obliged to
deliver a variable number ofits own equity instruments, or a derivative contract over own lquity
that will or may be settled other than by the exchange ofa fixed amount ofcash (or another financial
asset) for a fixed number of the Branch's own equity instruments.

Eguitv instruments

An equity instrument is any contmct that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Branch are recognised it the
proceeds received, net ofdirect issue costs.
Repurchase ofthe Branch's own eqlity irstruments is recognised and deducted directly in equity.
No gain/loss is recognised in profit or loss on the purchase, sale, issue or canceuaiion of the
Branch's own equity instruments.

Financial liabilities

Financial liabilities are classified as either financial liabilities 'at FVTPL' or .other financral
Iiabilities'.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is (i) held for trading, or
(ii) it is designated as at FVTPL.

A financial liability is classified as held for trading if:

' it has been inc'rred principally for the purpose ofrepurchasing it in the near term; or
' on initial recogtrition it is part of a portfolio of identified financial instruments that the Branch

manages together and has a recent actual pattem ofshort_term profit-taking; or. it is a derivative that is not designated and effective as a hedging instrumen=t.
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IBL BAIIK S.A.L. (Cyprus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

3. SIGNIFICANTACCOUNTINGPOLICIES (Continued)

Financial Liabilities and Equity Instruments (cont'd)

Financiat I iabiti ti es ko nt' i )

Financial liabilities at FVTPL (cont'd)

A financial liability other than a financiat liability held for trading or contingent consideration that

may be paid by an acquirer as part ofa business combination may be designted as at FVTPL upon

initial recognition if:

. such designation eliminates or sigrrificantly reduces a measurement or recognition inconsistency

that would otherwise arise: or
. the fina:rcial liability forms part of a group of financial assets or hnancial liabilities or both,

which is managed and its performance is evaluated on a fair value basis, in accordance with the

Branch's documented risk management or investrnent strategy, and information about the

grouping is provided intemally on that basis; or
. it forms part of a contract containing one or more embedded derivatives, and IFRS 9 permits the

entire hybrid (combined) contract to be designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains^osses arising on

remeasurement recogmsed in profit or loss to the extent that they are not part of a designated

hedging relationship. Th" n.t giitlloss recognised in profit or loss incorporates any interest paid on

ttre initcial liabitity and is iniluded in the 'net income from other financial instruments at FVTPL'

line item in the profit or loss account.

However, for non-derivative financial liabilities that are designated as at FVTPI ', the amouni of

change in the fair value of the financial liability that is attributable to changes in the credit risk of

tfr"t iiuUitity i..""ognised in OCI, unless the recognition ofthe effects ofchanges in the liability's

credit risk in OCI would create or enlarge an accounting mismatch in profit or loss The remaining

amount of change in the fair value of liibility is recognised in proftt or loss Changes in fair value

attributable to a financial liability's credit risk that are recognised in OCI are not subsequently

reclassified to profit or loss; instead, they are transferred to retained ea'nings upon derecogrrition of

the fi nancial liability.

For issued loan commltments and financial guarantee contracts that are designated as at FVTPL a1l

gains and losses are recognised in profit or loss'

In making the determination of whether recognizing changes in the liability's credit risk in OCI wiil

c.eat" or 
"olarge 

an accounting mismatch in profit or loss, the Branch assesses.whelher it expects

that the effect;f changes in tf,e liability's cridit risk will be offset in profit or loss by a.change in

the fair value of another financial instrument measured at FVTPL. This determination is made at

initial recognition.

O ther -linanci al I iabi litie s

other financial liabilities, including deposits and bonowings, are initially measured at_fair value,

net oftransaction costs. Other flnancial liabilities are subsequently measured at amortised cost usmg

the effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability

and ofallocating interest expense over the relevant period. The EIR is the rate that exactly discounts

estimated futuri cash payments through the expected life of the financial liability, or, where

appropriate, a shorter piriod, to the net carrying amount on initial recognition For details on EIR

see the "net interest income section" below.



IBL BANK S.A.L. (Cyprus Branch)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 3l December 2020

3. SIGNIFICANT ACCOTTNTING POLICIES (Continued)

Financial Liabilities and Equity Instruments (Continued)

Financial liabi.lities (co ntinued)

D ere c o m i ti o n qf,fi na nc ial li ab il i ti e s

The Branch derecognises financial liabilities-when, and only when, the Branch,s obligations aredischarged, cancelled or have expired. The difference between trre carrying amount ofthe financiarliability derecognised and the corxideration paid and payable is recognis"i i" pr"rrt 
".-i".r."-when the Branch exchanges with the existing lender one debt instrument into another one withsubstantially different tenis, such exchange ir-"""ount.J r- us an extinguishment ofthe originalftnancial liability and the recogrrition ora riew financiui ii.uitity. si-lt-ty, the Branch accounts forsubstantial modification of terms ofan existing riabilitf or f* ori as an extinguishment of theoriginal financial liability and the recognition of a new liabitity. It is assumed that the terms aresubstantially different if the 

-discounted 
present varue oiih" 

"urh 
flows under ,r," ,rr* i"rrrrr,including any fees paid net ofany fees receiv"a 

"nJ 
ii"o-i"a using the original effective rate isat least l0 per cent different from the discount"a pi.."ttt *iu" of the remaining cash flows of theoriginal fi nancial liability.

Offsetting

Financial assets and liabilities are set off and the net amount is presented in the consolidatedstatement offnancial position ifthere is a currently enforceable legairighii" ."i"ii:irr"."""grrrr"aamounts or there is an intention to settle on a net basis, to reallze the assets and settle the liabilitiessimultaneously.

Fair Value Measur€ment

Fair value is the price that would be received to sell an asset or paid to transfer a liability in anorderly transaction between market participants ut tt 
" 
_e^rr."."nt out".

The fair value of an asset or a liability is measured by taking into account the characteristics oftheasset or liability that if market participants would take those characteristics into account whsnpricing the asset or liability at the measurernent date.

A fair value measurement of a non-financial asset takes into account a market participant,s abilityto generate economic benefits by using the asset in_its highesi and best ur" ".bi:Jli;;?;;;;*market participant that would use th" u.r"t in it. higt 
"siu.rJi"., u.".

The Branch uses valuation techniques-that are appropriate in the circ'mstances and for whichsufficient data are available to measure fai, vatue, ma*iiiiri"g,fr" or"oiJ;;;;;;;;;"il ;;,*,and minimizing the use ofunobservable inputs.

T:Il":ll"l Tpol.io.c 
puryoses, fair value measurement are categonzed into level l, 2 0r 3 basedon the degree to which the inouts to the fai. value measu..-"ni, 

".i 
ob."-"ur" *a ,rr" ,igoifi;;"ofthe inputs to the fair value measurement in its entirety, which are described as follows:

' :-"J:l l^--.9"'d lT:o (unadjusted) in active markets for identical assets or liabilities that rheentrty can access at the measurement date;
' Level 2 - Inputs, other than quoted prices included within Level t, that are observable for theasset and liability either direcily or indirectly; 

"rd 
- -*.. -

. Level 3 - Inputs are unobservable inputs for the asset or liability.
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IBL BANK S.A.L. (ClPrus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3l December 2020

3. SIGNIFICANTACCOLJNTINGPOLICIES(Continued)

Financial Liabitities and Equity Instruments (Continued)

Fair Value Measurement (cont'd)

F i nanc i a I euarante e contr acts

A financial guarantee contract is a contract that requires the Branch to make specified payrnents to

reimburse tlie holder for a loss it incurs because a specified debtor fails to make payments when

due in accordance with the terms of a debt instrument.

Financial guarantee contracts are initially measured at their fair values and, if not designated as at

FVTPL and not arising from a transfer ofa financial asset, are subsequently measured at the higher

of:
. the amount of the loss allowance determined in accordance with IFRS 9; and

. the amount initially recognised less, where appropriate, cumulative amount of income

recognised in accordance with the Branch's revenue recognition policies.

Financial guarantee contracts not desigrrated at FVTPL are presented as provisions on the

consolidated statement of financial position and the remeasurement is presented in other revenue.

The Branch has not designated any financial guarantee contracts as at FVTPL.

Loans and Advances

Loans and advances are non-derivative financial assets with fixed or determinable payments that

are not quoted in an active market. Loans and advances are disclosed at amortised cost net of
provision for credit losses.

Property and Equipment

Property and equipment are stated at historical cost, less accumulated depreciation and impairment

loss, if any. Depreciation of property and equipment, other than land and advance pa)Tnents on

capital expenditures is calculated systernatically using the straightline method over the estimated

usefirl lives ofthe related assets using the following annual rates:

Buildings 2o/o

Office improvements and installations 20%
Fumiture, equipment and machines 8%

Computer equipment 20%
Vehicles 20ok

The gain or loss arising on the disposal or retirement of an item of property and equipment is
determined as the difference between the sales proceeds and the carrying amount ofthe asset and is

recognised in the statement of comprehensive income.

Intangible Assets
Intangible assets consisting of computer software are amortised over a period of five years and are

subject to impairment testing. Subsequent expenditure on software assets is capitalised only when
it increases the future economic benefrts embodied in the sp€cihc asset to which it reiates. All other
exnenditure is expensed as incurred.

l)



IBL BANK S.A.L. (Cyprus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3l December 2020

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible Assets (cont,d)

Impairment ofTangible and Intangible Assets

At the end of each reporting period, the Branch reviews the carryrng amounts of its tangible andintangible assets to determine whether trrere is any inaicaiion that those assets have suffered animpairment loss lf any such indication 
""i.tr, tn"l""o""ruiie amount ofthe asset is estimated inorder to determine the extent of the impairment loss, ifany. 

-'

Recoverable amount is the higher of fair value less costs to sell and value in use. ln assessing valuein use, the estimated future cash flows are discount"aio ittJp."sent varue using a pretax discounrrate that reflects curent market assessments of the time value of rnoney ara ,rr"Ertl rpJr]" t" ,rr"asset for which the estimates of future cash flows have not U.en aOlustea.

If the recoverable amount of an asset is estimated to be less than its carryring amount, the carryrngamount of the asset is reduced to its recoverable u-ouoi. A' impairment ross is recognisedrmmediately in profit or loss, unless the rerevant asset is caniea at a re.laiil;;;, ;; ;;""h,:"r"the impairment loss is treated as a revaluation decrease.

where an impairment Ioss subsequently reverses. the carqring amounr ofrhe asser (cash - generathgunit) is increased to the revised estimate ofits recoverable am-ount. bur so that the increased carryingamount does not exceed the carrying amount that wourJr,"". u"* a"i;;;;;'#; ;p;;*,loss been recognised for the assekcash€T,rlli;t rlal ,l oi": years. A reversal of an impairmentloss is recognised immediately in profit or loss, unress thi rerevanr asset is carried at a revaruedamount, in which case the reversal ofthe impairment loss is treated as a revaluation increase.
Leases

The Branch has appried IFRS 16 using the cumulative catch up approach therefore comparatrveinformation has not been restated. Th" a1t"* 
"i"""""",i,ig ioti"i". urra", mRS 16 applicable fromI January 2019 are presented below.

The Branch has elected not to recognise right-of-use assets and lease liabilities where the total leaseterm is less than 12 months, or for reasei of l"r-;;;;.;"ts. 'rhe Branch recognises the leasepayments associated with these leases as an expense on a straighrline b",i, .r"; th;i;;;;;.'
At inception, the Branch assesses whethera contract is or contains a lease. This assessment involvesthe exercise ofjudgement about wheth* ir d.e";Jr ;; ; rpi.in"c 

"*.t, *hether the Branch obtahssubstantiallv all the economic benefits from'the;;;? fi;;rr", and whether the Branch has theright to direct the use of the asset. Fo, 
"oot.u.,, 

*rri"i irr"ira"l",f, f."." "J;;;:;;ilffi;.,l*-:Tlt"r 1l1ted 
to apply-the practical;-o;;;;;;;;* me requrremenr to separate non_lease components from the lease components.

;ff3f;i-",l lTJ#:ii.ifif;li.:t:::::et-and a reaseriablitv.at the rease cornmencement date.

liablitv adjusted fo. *" ,"u.";t"frffHil"lt"l1"lil#jl"comprises the initial amount of th" l"ur"
direct costs incurred and un 

"rti-ut" 
of costs to air-"",i" -a"ffiiil1ffL1i:rt##:JTiltrestore the underlying asset or the site on which it is lo""i"iJ"., 

"ry 
r"rse incentives received.

The right-of-use asset is subseq.ently depreciated using the straight-rine method from theco.rnencernent date to the earlier^ of the end of the usen t iG oi trre rigt t-of_use asset or the end ofthe lease term The estimated useful_lives of rigtri-oi-"." 
"..",."*" a"ermined on the same basis asthose of property and equipment. In additioi, rt. rigrrt-"i-r* asset_ is periodically reduced bylmparrment rosses, if any, and adjusted for cenain remJr.*.n'*,, of the lease liability.

under IFRS r6, right-of-use assets are tested for impairment in accordance with IAS 36.

I
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IBL BANK S.A.L. (Cyprus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

3. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

Leases (cont'd)

Right-of-use assets are presented as a separate category in the statement offinancial position.

The lease liability is initially measured at the present value ofthe lease payments that are not paid
at the commencement date, discounted using the interest rate implicit in the lease or, if that rate
camot be readily determined, and the Branch's incremental borrowing rate.

Lease payrnents included in the measurement ofthe lease liability comprise the following:

. fixed payments, including in-substance fixed palm€nts;

' variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;

. amounts expected to be payable under a residual value guarantee; and

' the exercise price under a pwchase option that the Branch is reasonably certain to exercise, lease
payments in an optional renewal period if the Branch is reasonably certain to exercise an
extension option, and penalties for early termination of a lease unless the Branch is reasonably
certain not to terminate early.

o The lease liability is measured at amortised cost using the effective interest method. It is
remeasured when there is a change in future lease payrnents arising from a change in an index
or rate, ifthere is a change in the Branch's estimate ofthe amount expected to be payable under
a residual value guarantee, or if the Branch changes its assessment of whether it will exercise a
purchase, extension or termination option.

when the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

Provisions

Provision is recognised if, as a result of a past event, the Branch has a present obligation (legal or
constructive) that can be estimated reliably, and it is probable that an outflow of economic benefits
will be required to settle the obligation.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and, where appropriate, the risks
specific to the obligation.

Net Interest Income

lnt€rest income and expense for all financial instruments except for those classified as held for
trading or those measured or designated as at FVTPL are recognised in 'Net interest income' as
'Interest income' and 'lnterest expense' in the profit or loss account using the effective hterest
method. Interest on financial instruments measured as at FVTPL is included within the fair value
movement during the period, see'Net (loss)/income from financial assets at fair value through profrt
or loss'.

The effective interest rate (EIR) is the rate that exactly discounts estimated future cash flows of the
flinancial instrument through the expect€d life ofthe financial instrument or, where appropriate, a
shorter period, to the net carrying amount ofthe financial asset or financial liability. The future cash
flows are estimated taking into account all the contrachral terms of the instrument.
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IBL BANK S.A.L. (Clprus Branch)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

3. SIGNIFICAIIT ACCOIINTING POLICIES (Continued)

Net Interest Income (cont'd)

The calculation ofthe EIR includes all fees paid or received between parties to the contract that are
incremental and directly altributable to the specific lending arrangement, transaction costs, and all
other premiums or discounts. For financial assets at FVTPL transaction costs are recognised in profit
or loss at initial recognitioh.

The interest income,/ interest expense is calculated by applying the EIR to the gross carrlring amount
ofon-credit impaired financial assets (i.e. at the amortised cost ofthe financial asset before idjustrng
for any expected credit loss allowa:rce), or to the amortised cost of financial liabilities. Foriredit-
impaired financial assets the interest income is calculated by applying the EIR to the amortised cost
ofthe credit-impaired financial assets (i.e. the gross carrying amount less the allowance for expected
credit losses (ECLs)). For financial assets purchased or originated credit-impaired @OCI) the EIR
reflects the ECLs in determining the future cash flows expected to be received from the financial
asset.

Net fee and commission income

Fee and commission income and expense that are integral to the effective interest rate on a financial
asset or liability (e.g. commissions and fees eamed on loans) are included under interest income and
expense.

other fee and commission income are recognized as the related services are performed.

Income Tax

Income tax expense represents the sum ofthe tax currently payable and defened tax. Income tax rs
recognised in the staternent of comprehensive income except to the extent that it relates to items
recognised directly in equity, in which case it is recognjsed in equity.

Current tax is the expected iax payable on the taxable income for the year, using rates enacted at the
statement of financial position date. Income tax payable is reflected in the coisolidated statement
of financial position net oftaxes previously settled in the form of withholding tax.

Deferred tax is recognised on differences between the carrying amounts ofassets and liabilities lrr
the financial statements and the corresponding tax base usla in the computation of taxable proht,
and.are accounted for using the statement of financial position liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differ*""s and defeo"d tax assets are
recognised to the extent that it is probable that taxable profits will be available against which
deductible temporary differences can be utilised.

Cash and cash equivatents

Cash and cash equivalents for the purposes ofthe statement cash flows consist ofcash in hand and
deposits with banls and Head office with less than three months original maturity.

Taxation
The tax computation based on the legislation requires various estimations during the preparation of
the financial statements, since the frral tax assissment of the Company i, co-nn.-"a iy tt 

" 
tu*authorities at a later stage. Any possible differences between the hnar tax ,.."..*"ni -J rh"provision in the financial statements wi[ affect the taxation charge ofsubsequent periods.

Comp0ratives
where necessary, comparative figures have been adjusted to conform to changes in presentation in
the curent year.

28



i

I

I

I

IBL BA"\K S.A.L. (Clprus Brancb)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

4. CRITICAL ACCOTJNTING JUDGMENTS AND
IJNCERTAINTY

KEY SOIIRCES OF ESTIMATION

(A) Critical accounting judgments in applying the Branch's accounting policies:

The Branch makes estimates and assumptions that affect the reported amounts of assets and
liabilities within the next financial year. Estimates and judgments are continually evaluated and are
based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

Goine Concern:

The Branch's operational ability (including but not limited to business activities, inforrnation
technology systems and risk govemance), is fully integrated with and dependent on the operational
ability ofthe Bank. As a result, the Branch has significant exposure to risks and uncertainties ofthe
Lebanese economy and its banking system through the Bank as disclosed in Note l. The above
represent material uncertainties which may cast signifrcant doubt on the Branch ability to continue
as going concem. The Branch's ongoing activities, realisation of assets and discharge of liabilities
are subject to risks and uncertainties ofthe economic environment in Lebanon, its banking systern
and those ofthe Bank.

Notwithstanding the uncertainties resulting from the events and conditions disclosed under Note l,
these financial statements have been prepared based on the going concern assumption which
assumes that the Branch will have adequate resources to continue in ooerational existence for the
foreseeable future. However, the Directors highlight that the current market circumstances and
uncertainties disclosed in Note 1, which have been worsened by the COVID-19 pandemic and the
Beirut seapod explosion, which are outside their control, represent material uncertainties that may
cast significant doubt on the Bank's and as a consequence the Branch's ability to continue as a going
concem.

The Board of Directors and those charged with govemance believe that they are monitoring the
current situation and taking all possible attainable remediation actions under the circumstances to
ensure the sustainability of the business and viability of the Bank and the Branch. The reserve
maintained by the Branch with the Central Bank of Cyprus exceeded the total customer deposits of
the Cyprus Branch in all currencies including accrued interest as at 31 December 2020.

Business model assessment:

Classifrcation and measurement of financial assets depends on the results of the SPPI and the
business model test (Refer to the financial assets sections of note 3). The Bank determines the
business model at a level that reflects how groups offinancial assets are managed together to achieve
a particular business objective. This assessment includes judgement reflecting all relevant evidence
including how the performance ofthe assets is evaluated and their performance measured, the risks
that affect the performance ofthe assets and how these are managed. The Branch monitors financial
assets measured at amortized cost or fair value through other comprehensive income that are
derecognized prior to their matudty to understand the reason for their disposal and whether the
reasons are consistent with the objective ofthe business for which the asset was held. Monitoring is
pad of the Branch's continuous assessment ofwhether the business model for which the remaining
frnancial assets are held continues to be appropriate and if it is not appropriate whether there has
been a change in business model and so a prospective change to the classification ofthose assets.

(B) Key Sources of Estimation Uncertainty:

Determining the number and relative weight of scenarios, the outlook for each type of product /
market, and the identification of future information relevant to each scenario:
when measuring the expected credit loss, the Branch uses reasonable and supported future
information based on the assumptions of the future movement of the various economic drivers and.
the manner in which they affect each other.
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IBL BANK S.A.L. (Cyprus Branch)
NOTESTO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

Interest eamed from:
Placements with Head Office
Interest from bonds (note l0)

6. INTERESTEXPENSE

Interest expense arising from:
Deposits from Head Office
Customer deposits

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTMATION
IJNCERTAINTY (cont'd):

Significant accounting judgments and estimates (cont'd)

@) Key Sources of Estimation Uncertainfy: (cont'd)

Probability of default :

PD constitutes a key input in measuring ECL. PD is an estimate ofthe likelihood ofdefault over agiven time horizon, the calculation ofwhich includes historical data, assumptions and expectations
of future conditions.

Loss Given Default:
LGD is an estimate of the loss arising on default. It is based on the differsnce between the
contractual cash flows due and those_that the lender wourd expect to receive, taking into account
cash flows from collateral and integral credit enhancements.

Determininp Fair Values:

The determination of fair value for financial assets for which there is no observable market price
requires the use ofvaluation techniques as described in Note 25. For financial instruments that are
traded infrequently and have little price transparency, fair value is ress objective, 

"na 
."1oi.".

varying degrees ofjudgment depending on liquidity, concentration, uncertainty of market factors,pricing assumptions and other risks affecting the specific instrument.
Unobservable inputs are used to measure fair varue to the extent that observable inputs are notavailable, thereby allowing for situations in which there is little, if any, market activity for tne assaor liability at the measurement date. However, the fair value measurement objective should rernairrthe same;_that is, an exit price from the.perspective of market participantr. uri"ur.*"ur"lrprtr-."
developed based on the best information available in the ciicumstances, which may include thereporting entity's orvn data.

INTEREST INCOME5.

2020
EUR

2019
EUR

129.287 498.153
2.68s.167 4.138.811

2.814.454 4.636.964

2.2t0.769 3.231.006

2.210.769 3.231.006

2019
EUR

2020
E{IR
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IBL BANK S,A.L. (Cyprus Branch)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3l December 2020

7. STAFFCOSTS
This caption consists of the following:

Staff costs:
Salaries and other benefits
Social security costs

The average number ofemployees during the year was 4 (2019:5).
The remuneration of the branch manager is €88.985 (2019: €gg.985).

8. (LOSS) / PROFIT FOR THE YEAR BEFORE TAXATION
(Loss)/Profit for the period before taxation is stated after charging:

Depreciation and amortisation
Auditors' remuneration

- Audit-related services
- Non - audit-related services

(Loss)/Profit before taxation per the statement of
profit or Ioss and other comprehensive income

Tax calculated at the applicable rates
Tax effect on:

Expenses not deductible for tax purposes
Allowances and income not subiect to tax

Effect of over/(under) provision of tax estimate for the year
l07o additional tax

Tax expense

2019
EUR

2020
EUR

245.982
14.244

268.637
18.263

260.226 286.900

64.337

25.000
15.783

2020
EUR

(239.s77)

2019
EUR

s8.970

10.800
7.200

2020
EUR

9. TAXATION
A reconciliation of income tax expense applicable to the profit for the period before taxation at the
statutory tax rate, to the tax expense reflected in the Branch's financial statements is as follows;

2019
EUR

550.837

(29.947)

42.924

<8.747)
|.347

423

68.855

39.400
(3.121)
61.261
9.760

6.000 107.360

During 201l, a Bank lrvy was introduced on financial institutions operating in cyprus for the yeai
2011 and 2012, amounting ro 0,09570^ of-their total deposits (domestic La roieign;, 

"*.r,iJrngrnterbank deposits. During December 2012, the speciar ievy rate was increased fr6m 0,0957o too'llvo and rhe provisions of rhis law were extended indefiniiely. with effect rrom r lanu'ary zbt:
after amending the law, the special levy rate increases fromO,liTo to O,15Vo.
Management has decided to present Special taxation for credit institutions above the (Loss) / profir
before taxation line, since the revy is not in scope of IAS 12 Income tax. The charge on the risurtsof the Branch relating to the Special r-evy on credit Institutions in cyprus for th! year ended 3l
December 2020 amounts to €80.304 (2019: €103.706).

JI



IBL BANK S.A.L. (Cyprus Branch)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 3l December 2020

IO. LOSS ON DISPOSAL OF FINANCIAL ASSETS

Balance, I January
Purchases
Loss on disposal (Note 24)
Disposals

Balance,3l December

Cash in hand
Balance with Central Bank of Cyprus

Less: expect credit loss

Current accounts with banks and financial institutions

Less: expect credit loss

501.763.285
(r44.103)

(501.619.182)

2019
EUR

839.768.849
( 146.056)

(839.622.793)

).+5 t

(l l4)

J,JZ5

2020
EUR

I

I

I
During the year, the branch^acquired investments in Lebanese bonds from the Head office for anamount of US$ 561 700'000 (2019: 

-USg939.600 
0001 ;;;;r were subsequentrv sold back to theHead Office at a loss of EUR f ++.rO: (ZOf 9: EUnf;;.0;;;.

For every purchase' the Branch holds a put option to sell back to the Head office a, bonds herd atpnces which are slightrv ro*^"I I!1r ttr"ir pu."'ur" fii.ll rn"." sare prices are lower than thepurchase prices in the range of 0,93% (ZCtg:\i;i;..
I I. CASH AND DEPOSITS AT CENTRAL BANKS

2020
EUR

2019
EUR

76.437 67.994
29.375.899 3.152.505

(el.324) (41.170)

3.179.32929.36t.0t2

I
I
I
T

I
t
T

I
I
t
I
E

I

The Central Bank of cvorus by. its letter dated 25 February 2o2o to theBranch, has informed theBranch for the requir"m.nt.to ilace ""d 
;;;;;:",;ii#"., **, rhe Central Bank of cyprus anamount of €29m or the equivalent a,noont.pru. ii'r-i"r-tt 

"'a'"p".i, 
w l be praced in uS doliars. rrreBank has confirmed compliance-with the decision of ,ir" diro"r Bank of cyprus. Execution of theaforementioned amount was perform"d 

"" 
6 M;;;;;;:"'

The cenrrar Bank of Cvorus by.its letter dated 17 December 2020 to the Branch, has informed theBranch for the requite'n"nt to place ard r"i""i", 
", "i'ii-"s, with the centrar Bank of Cvprus anamount equal to the total customers' deposits herd bf iie cii.u, er-.n including accrued-iiterest,in Euro or the equivalent amount plus sz, ir,i-," a"i".l, i,ifi ue ptacea in us dollars. The reservemaintained by the Branch with trt"'c*trur gunk Ji6ypr", 

"^.""0"a 
the totar customer deposits ofthe cyprus Branch in all currencies incruding accrui i","."r., u, u, l r December 2020.

12. DEPOSITS WITH BANKS AND FINANCIAL INSTITUTIONS

2020
EUR

2019
EUR

25.668

(82)

25.586

F

I
E

I
!

]I

The deposits with banks and financiar institutions have maturity *,,ffin*r-

JZ



IBL BANK S.A.L. (Cyprus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

13. OTIIERASSETS

Prepaid expenses

i4, AMOTJNTS DUE FROM HEAD OFFICE

Head Office accor.lnt

The current accounts due from Head Office bear an annual
current accounts have no maturity date.

15. PROPERTYAND EQTNPMENT

13.416.148 81.993.897

interest rate of 4% Q019: 4o/o\. The

2020
ET]R

46.598

2019
EI]R

20.705

2020
EUR

2019
EI.iR

Office
improvements

and
installatiotrs

EUR

t12.tt'7
9.963

Furniture,
equipment

and
machines

E{IR

'79.978
't50

(744)

Computer
equipment

EUR

9'7.3M
1.111

Vehicles

EUR

43.500

Total

EUR

332.899
11.824

(744)

Cost
Balance, January 1,2019
Additions
Exchange differences

Balance, December 31, 2019

Additions
Disposal
Exchange differences

Balance, December 31, 2020

Depreciation
Balance, January l, 2019
Charge for the year
Exchange differences

Balance, December 31, 2019

Charge for the year
Exchange differences

Balance, December 31, 2020

N€t Book Value
Balance, December 31, 2020

Balance, December 31, 2019

r22.080 '79.984 98,4 l5 43.500 343.919

/{ ?r 5\
708

(439)
18.242

(103)

- 18.950
- (5.7s4)
- (103)

tt6.'7 65 80.2s3 I16.554 43.500 357.0'12

10'7 .8r2
486

70.809
4.0t4
(742)

49.0s6
| 1.926

43.500 271.r77
- 16.426
- (742)

108.298 74.08 r 60.982 43.500 286.861

r.367 4.125
(4re)

14.642 20.134
(4l e)

109.665 77.787 7 5.624 43.500 306.576

7.100 2.466 s0.496

57.1 l8

40.930

3'7 .43313.782 5.903



NOTES TO TIIE FINANCIAL STATEMENTS
For the year ended 3l December 2020

16. INTANGIBLEASSETS

IBL BANK S.A.L. (Cyprus Branch)

Purchased
software

EUR

191.403
t.643

t93.046
13.351

206.397

162.686
6.411

t6v0n
8.070

n7.167

29.230

23.949

EUR

108.399

108.399

108.399

JO.I JJ

36.t33
36.133

36,133

I z.zoo

Cost
Balance, January 1,2019
Additions

Balance, Decemb er 3l , 2019
Additions

Balance, December 3 l, 2020

Amortisation
Balance, January 1,20i9
Charge for the year

Balance, December 31, 2019
Charge for the year

Balance, Decemb er 31 , 2020

Net Book Value
Balance, December 3 1, 2020

Balance, Decemb er 31,201,9

17. RIGHTOFUSEASSET

Cost
Balance, January I, 20i 9
Adoption of IFRS 16

Balance, December 31, 2019
Additions

Balance, Decemb er 31 , 2020

Depreciation
Balance, January 1,2019
Charge for the year

Balance, Decemb er 3\ , 2019
Charge for the year

Balance, Decemb er 31, 2020

Net Book Value
Balance, December 31, 2020

Balance, Decemb er 31,2019

The right-of-use asset relates to the leasing ofoffice space.

q
F*

J
J
J
J
Jt
T

E
I
T
JIaI
II
II:IFl
I
AI
t,|Itlltd
l
I
,t

1
ttl
it

1:t
1
#
)t
lt4
;)t
{
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IBL BANK S.A.L. (Cyprus Branch)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 3l December 2020

I8. CUSTOMERS' ACCOUNTS

Deposits from customers:
Current accounts
Term deposits

Accrued inter€st payable

Total

Due within three months
Due withil more than three months

Interest
bearing

EIJR

20.653.948

2020
Non-interest

bearing
EIIR

4.185.187
99.t 69

Total
EUR

4.185.187
20.753.t17

143.r75

20.797.123 4.284.356 25.08t.479

Deposits from customers:

Current accounts
Term deposits

Accrued interest payable

Total

2019
Non-interest

bearing
EI'R

8.023.092

7s.396.48s 8.023.092 83.419.s77

The current accounts bear no interest.
The term deposits ofindividuals and companies in local and forergn currency bear annual interest ratesranging fiom 0,1% to 10,39% (2019: l%to 10,39%\.
The above accounts are mainly from individuals residing in cyprus and organizations which areregistered and operating in Cyprus.

The fair value of the above balances approximates their carrying value.
The distribution ofthe above mentioned. balances maturity is presented below:

24.938.304
143.175

Interest
bearing

EUR

74.862.470

Total
ETJR

8.023.092
74.862.470

534.015

82.88s.562

534.015

2020
EUR

10.725.589
14.355.890

2019
EUR

46.780.787
36.638.790

25.081.479 83.419.577

J)
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IBL BANK S.A.L. (Cyprus Branch)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2020

19. OTHERLIABILITIES

Social insurance and tax on salaries
Accruals
Taxes on deposits
Deferred income on Letters ofGuarantee
Other liabilities

20. LEASELIABILITY

Balance at 1 January
Adoption of IIRS 16
Interest on lease liability
Lease payments

21. AMOIJNTS DIJE TO I{EAD OFFICE

Head Office account

Cash in hand (note I l)
Deposits with banks and financial institutions (note 12)
Amounts due from Head Office (note 14)

23. ASSETS AND LIABILITIES IN FOREIGN CURRENCIES

Assets
Euro
US Dollars
Pound Sterling

Liabilities
Euro
US Dollars
Pound sterling

2020
EI]R

15.541
155.785

3.240
107

16.631

2019
EUR

13.828
153.000

4.848
147

5.987

191.304 177.810

2020
EIJR

77.251

3.149
(40.200)

2019
EI,]R

108.399
6.052

(37.200)

40.200 77.251

2020
EUR

16.323.932

2019
EUR

The current account due to Head Office bears no interest and have no maturitv date.

22. CASH A]\rD CASH EQUWALENTS
2020
EUR

76.437
25.668

13.416.r48

2019
EUR

67.994
).+) |

81.993.897

13.518.253 82.065.328

29.530.985
12.995.474

438.744

2019
ETIR

21.452.388
62.991.636

947.847

2020
ETJR

3ly.r03

29.530.985
12.99s.474

438.744

qIl8?'

21.752.388
62.99r.636

947.847

42.965.203 85.391.871



IBL BANK S.A.L. (C1prus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

24. TRANSACTIONS WITH RELATED PARTIES

IBL Bank SAL is the registered name of the Head Office which presents consolidated financial

statements.

The Branch's transactions with related parties fall within the ordinary course of its activities.

The following tables include the amounts resulting from transactions with related entities for the year

2020.

Statement of Financial Position
outstanding balances:

Assets

Deposits

Liabilities
Deposits

Statement of Comprehensive
Income transactions:

Interest income

Interest expense

Loss on disposal
(Note l0) (i)

Key

Head ofnce tT::."#:"J 
3ur2t2o2o

ETJR EI]R EI.JR

13.416.148 - 13.416.148

16.323.932 473.645 16.797.577

121.943

t6.346
12t.943

16.346

of financial assets

Key management personnel
compensation

Statement of Financial Position
outstanding balances:

Assets

Deposits

Liabilities
Deposits

144.t03 144.103

160.615 160.615

The following tables include the amounts resulting from transactions with related entities for the year
2019.

Ilead Office

ET]R

81.993.897

Key
Management

Personnel

EIJR
3ur2t20r9

EUR

81.993.897

779.661 779.661



IBL BANK S.A.L. (Clarus Branch)

NOTI,S TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2019

24. TRANSACTIONS WITH RXLATED PARTIES (Cont'd)

The following tables include the amounts resulting from transactions with related entities for the year

2019 (cont'd)

Statement of Comprehensive
Income trtnsactions:

lnterest income

Loss on disposal of financial assets

(Note10) (i)

Key management personnel
compensatlon

(i) During the year, the branch acquired investments in Lebanese bonds from the Head Office for
an amount ofUS$ 561.700.000 (2019: US$939.600.000) which were subsequently sold back to
the Head Office at a loss ofEUR 144.103 (2019: EURi46.056).

25, FAIR VALUE OF FINANCIAL INSTRT]MENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measursrnent date. The fair value measurement is based

on the presumption that the transaction to sell the asset or transfer the liability takes place either:

o ln the principal market for the asset or liability; or

o In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Bank. The fair value ofan asset

or a liability is measured using the assumptions that market participants would use when pricing the asset

or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Bank uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observable inputs and minimizilg
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the filancial statements are

categorized within the fair value hierarchy, described as follows, based on the lowest level input that is
sigrrificant to the fair measurernent as a whole:

o Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

o Leyel2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

o Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Bank
determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

Key
Manaqement

treao U rce Peisonnel 3ltl}t2olg
EIJR ETJR ETJR

I
J

lI
I
LI
l
I

I
I
Ij
!

I
1

!

i46.056 146.056

172.970 172.970
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IBL BANK S.A.L. (Cyprus Branch)

NOTf,S TO TIIE FINANCIAL STATEMENTS

For the year ended 31 December 2020

25. FAIR VALUE OF FINANCIAL INSTRUMENTS (Cont'd)
For the purpose of fair value disclosures, the Bank has determined classes ofassets and liabilities on the
basis ofthe nature, characteristics and risks ofthe asset or Iiability and the level ofthe fair value hierarchy
as explained above.

As a result of the unpresented levels of uncertainty surrounding the economic crisis that Lebanon, and
particularly the banking sector in Lebanon, is experiencing, as described inNote 1, management is unable
to produce reasonable estimation of the fair value of financial assets and liabilities concentrated in
Lebanon as the measurement oftheir fair value is either (i) dependent on prices quoted in a market that is
severely inactive and illiquid; or (ii) determined using cash flow valuation models using observable
market inputs, comprising of interest rates and yield curves, implied volatilities, and credit spreads that
are not reflective of economic reality and market conditions.

26. FINANCIAL INSTRIJMENTS AND RISK MANAGEMENT
The risk managernent of the financial instruments is mainly monitored by the Head Office of the
Bank (the "Bank"). However as the Branch holds financial instruments, the following sunmary
disclosure are considered relevant for the repoding purposes ofthe Branch.

The Branch has exposure to the following risks arising from financial instruments:

- Credit risk

- Liquidity risk

- Market risk

- Operational risk

The Board of Directors has the overall responsibility for the establishment and oversight of the
Bank's and Branch's risk management framework. The Board has established a credit and market
risk management department, an operational risk management depadment and various Committees
to develop and monitor the Bank's and Branch's risk management policies and their
implementation.

The Bank's risk management policies are established to identify and analyse the risks faced by the
Bank, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions,
products and services offered. The Bank, through its management standards and procedures, aims
to develop a disciplined control environment, in which anployees understand their roles and
obligations.

Credit Risk
Credit risk is the risk of financial loss to the Bank if a counterparty to a financial instrument fails
to discharge an obligation. Financial assets that are mainly exposed to credit risk arc deposits with
banks, loans and advances and investment secwities. Credit risk also arises from off-balance sheet
financial instruments such as letters ofcredit and letters of guarantee.

Concentration ofcredit risk arises when a number ofcounterparties are engaged in similar business
activities, or activities in the same geographic region, or have similar economic features that would
cause thet ability to meet contractual obligations to be similarly affected by changes in economic,
political or other conditions. Concentrations of credit risk indicate the relative sensitivity of the
Bank's performance affecting a particular industry or geographical location.

Credit risk management

The Bank's credit committee is responsible for managing the Balk's credit risk by:

' Ensuring that the Bank has appropriate credit risk practices, including an effective system of
intemal control, to consistently determine adequate allowances in accordance with the Bank's
stated policies and procedures, IFRS and relevant supervisory guidance.

' Identifohg, assessing and measuring credit risk across the Bank, from an individual instrume !o
a Dortfolio level.
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IBL BANK S.A.L. (Cyprus Branch)
NOTES TO TIIE FINANCIAL STATEMf,NTS

For the year ended 31 December 2020

26. FINANCIAL INSTRTJMENTS AND RISK MANAGEMENT

Credit Risk (cont'd)

Credit risk management (cont'd)

' Creating credit policies to protect the Bank against the identified risks including the requirements
to obtain collateral from borrowers, to perform robust ongoing credit assessment ofborrowers and
to continually monitor exposures against internal risk limits.

. Limiting concentrations of exposure by type of asset, counterparties, industry, credit rating,
geographic location etc.

' Establishing a robust conhol framework regarding the authorisation structure for the approval and
renewal of credit facilities.

'Developing and maintaining the Bank's risk grading to categorise exposures according to the
degree ofrisk ofdefault. Risk grades are subject to regular reviews.

' Developing and maintaining the Bank's processes for measuring ECL including monitoring of
credit risk, incorporation of forward looking information and the method used to measure ECL.

' Ensuring that the Bank has policies and procedures in place to appropriately maintain and validate
models used to assess and measure ECL.

' Establishing a sound credit risk accounting assessment and measurement process that provides it
with a strong basis for common systems, tools and data to assess credit risk and to account for
ECL. Providing advice, guidance and specialist skills to business units to promote best practice
thoughout the Bank in the management ofcredit risk.

Sisnificant increase in credit risk

The Bank monitors all hnancial assets that are subject to impairment requirernents to assess whether
there has been a significant increase in credit risk since initial recognition. If there has been a
significant increase in credit risk the Bank will measure the loss allowance based on lifetime rather
than l2-month ECL.

ln order to minimise credit risk, the Bank has tasked its credit management committee to develop
and maintain the Bank's credit risk grading to categories exposures according to their degree ofrisk
ofdefault.

The Bank's credit risk grading framework comprises ten categories.

The S&P module is used by the Bank to compute the probability of Default (PD) and the Loss Given
Default (LGD) of corpomte portfolio.

In order to calculate the PD, the S&P module will estimate the likelihood that a borrower will be
unable to meet his debt obligations based on the following criteria:

- country risk: the country in which the client operates along with the percentage of EBIDTA or
sales tumover generated from each country (ifthe client operates in multiple regions).

- Industry: the industry nature and the percentage of EBITDA or sales tumover generated from each
industry the client operates in (if the client operates in multiple sectors).

- Competitive advantage

- Diversification

- Operating efficiency
- Financial risk based on I year financials or on 3 or 5 year average financial figures. The main. financial ratios to be considered are: FFO to Debt, Debt to EBITDA, EBITDA Iriterest coverage,

Total Debt to Total Liabilities (Debt + Equity), FFo, Debt, EBIDTA, Total Equity, Revenues.
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IBL BAI\IK S.A.L. (Cyprus Branch)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020
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26. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)

Sienificant increase in credit risk (cont'd)

The resulting PD will be subject to a list of modifiers which are a list of questions to which the
credit officer will answer and will grant the client a grade. These questrons are related to the client'sportfolio diversification, to his capital structure, tJ his financiai and riquidity poticy, to nis risk
management and financial management, to his organizational effectivenesi and fina[y to his
govemance policy.

To gel the final rating, the module adds the effect of soverergn currency rating as well as the
sensitivity of the client to the country risk in addition to the iipact or th" any iuppoJ *rrolro
coming from a guarantor, a governrnent related entity or a holding company.
As for the LGD, the module a ows to estimate a percentage representing the share of the Bank,s
loss on a defaulting loan prior to its default based on the fol'iowrng measures:
- The economic sector to which the client belongs in addition to the percentage of revenues

generated from €ach economic sector in which theilient oDerates.
- The country in which the crient operates in addition to lhe percentage ofrevenues generated from

eacn country reqon.
- The eaming mea*sure estimates the current @onomic value of the obligorbased on his total adjusted

assets The Bank defiles this as simply total reported assets less intangibles and goodwill.
Adjusted Total Assets = Total Assets - (Intangibles + Goodwill)
LGD estimates under tbree distinct scenarios, reflecting expectations of general economlcconditions:

Positive: The organization has positive economic expectations over the short+erm (r to 3 years) forthe country/region to which the corporate is exposed.

Neutral: This selection is appropriate in cases where the expectations are oflittle or no GDp growth.
stagnating growth in other relevant factors are also expected. This phase is typicailyGileen utrough and peak ofa credit cycle.

Negative: This selection signars the expectation of an impending economic downtum. Afterdetermining the client's economic value, t-he calculation will follow a waterfall approach deductrngfrom this economic value the debt and other liabilities (i.e. debt ganted at other banks, recoverycost) and adding the collaterals and recovery enlancements.

All these criteria combined will allow the module to generate the percentage ofloss on a fac ity.
Then based on the stage, and on the LGD obtained for each facility, the Bank w l be able to generatethe ECL which is : ECL = pD-r LG. D x EAD for stage l clients, the pD will be point in fii" *ofor stage 2 and 3 clients, the pD will be converted to a"lifetime pD.

For retail exposures: the simplified approach is used by the Bank by which intemally generated data

*ffi::i::: 
behavior, affo;dability'met.i". 

"t". 
r,rr'u""., *ed, adjusted uy Eoiu*a_roor_g

The Bank uses different criteria to determine whether credit risk has increased sigrificantly perportfolio ofassets. The criteria used are both quantitative chanjes in eos as well as qualitative.

Irrespective of the outcome of the_above assessment, the Bank presumes that the credit risk on afinancial asset has increased significantly since rnitiat recffiion *he' contractual pa)ments aremore than 30 days past due unress th; Bank h". .*ronibi" and supportable information thatdemonstrates otherwise.
I

I
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IBL BANK S.A.L. (CYPrus Branch)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2020

26. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)

Sienilicant increase in credit risk (cont'dl

fu sk mitigation policies

Collateral:
The Bank mainly ernploys collateral to mitigate credit risk. The principal collateral types for loans

and advances are:

. Pledged deposits

. Mortgages over real estate properties (land, commercial and residential propedies)

. Bank guarantees

. Financial instruments (equities and debt securities)

. Business other assets (such as inventories and accounts receivable)

The Bank holds coliateral against loans and advances to customers in the form ofmortgage interests

over property, other registered securities over assets, and guarantees. Estimates of fair value are

based on the value of collateral assessed at the time of borrowing and generally updated every 3
years and when a loan is individually assessed as impaired.

Generally, Collateral is not held over loans and advances to banks, except when securities are held

as part ofreverse repurchase and securities borrorving activity. Collateral usually is not held against

investment securities.

Write-off policy
The Bank writes-offa loan or security (and any related allowances for impairment losses) whan the

Bank's management and credit business unit determine that the loans/securities are uncollectible in
whole or in part. This determination is reached after considering i-nformation such as the occurrence

of signifrcant changes in the borrower/issuens financial position such that the borrower/issuer can

no longer pay its obligation in full, or that proceeds frorn collateral will not be sufficient to pay back
the entire exposure. For smaller balance standardized loans, charge offdecisions generally are based

on a product specific past due status.

Liquidity Risk

Liquidity risk is the risk that the Branch will encounter difficulty in meeting obligations from its
financial liabilities at a point of time.

Liquidity risk management

The Bank risk management and monitoring is based on the aggregate structure ofth€ balance sheet

through mitigating risks that are directly associated to the mismatch between maturities in the
balance sheet and contingent liabilities. The Bank's financial position structure is run in a way
aimed at maintaining diversification and lowering concentration among different sources offunds.
Ail liquidity policies and procedures are subject to review and approval by ALCO.

The liquidity risk relates to the losses that the Branch may suffer from the possible weakness to
fulfil its obligations mainly as regards to the repayment ofdeposits and the granting ofadvances.
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26. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT {Continued)

Liquidity risk management (cont'd)

To deal with the liquidity risk, the Bank and the Branch are closely monitoring the origin ofdeposits and
their expiry date and complies with the liquidity regulations ofthe Central Bank ofCyprus and Central
Bank of Lebanon. Residual contractual maturities of financial assets and liabilities.

3l December 2020

ASSETS EURO EURO EURO EURO EURO EURO EURO EURO
Cash, and deposits with
Central Banks 29.361.012 29361.012
Deposits with banks
and financial
institutions-25.586-25.586
Other assets 46.598
TotalAssets 29.40?.61
LIABILITIES
Customers' accourts - 10.725.589 9.'766.548 3.901.826 68'1.516 25.081.4'19
Tax liability 10.71I l0.7l l
L€ase liability 40.200 40.200
Other liabilities 191.304 tgl

202.015 10.?25.589 9.806.748 3.901.826 681.516 2s.323.694

AccouDts with
No maturity Up to 3 3 months to 1

5to
10 Over l0

.595 (10.?00.003) (9.806.748) (3.901.826) (687.516) 4.109.502

3l December 2019

ASSETS

Cash, and deposits with
Cent al Banks
Deposits with banks and
financial instirutions
Other assets

Total Assets
LIABILITIES
Customers' accounts
Tax liability
Lease liability
Other liabilities
Total Liabilities

EURO

33.2|.313

332|.313

3.183.921

11.2s1

------------:
3.26r.t72

83.419.517
|2.'795
77.251

Accounts 5 to
with No Up to 3 3 months to I 3 to 5 l0 Over 10

I to 3 years vears vears years Total

2.909.429 (46.7't7.464\ {33
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26. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)

Market risk

Market Risk is the risk that the fair value or future cash flows of the financial instruments will
fluctuate due to changes in market variables such as interest rates, foreign exchange rates, and loan
diversification. The Bank manages market risks tbrough a framework that defines the global activity
and individual limits and sensitivitv analvsis.

Interest rlte risk

Interest rate risk arises from the possibility that changes il interest rates will affect the value of
financial instruments or expected cash flows from income generating financial assets and liabilities.
The Bank is exposed to interest rate risk as a result of mismatches or gaps in the amounts of financial
assets and liabilities.

Large amounts of the Bank's financial assets, primarily investments in certihcates of deposit and
Lebanese govemment bonds in Lebanese pounds and foreign currencies, carry fixed interest rates,
whereas customers' accounts and loans and advances to customers are re-priced on a regular basis
which, consequently, leads to major risks from the mismatch between the sources and uses of funds,
and in its tum increases interest rate risk.

Income sensitivity is the effect of the assumed changes in the interest rate on the net interest
revenues for a specific year on the non-trading assets and liabilities. Analysis of various banking
curency positions is made through concentrations by currencies and, resulting sensitMty is
disclosed in thousands of Lebanese pounds and segregated between financial assets and liabilities
subject to variable and fixed interest rates.

Interest rate risk arises when there is a mismatch between positions, which are subject to interest
rate adjustment within a specified period. The Bank's lending, funding and investment activities
give rise to interest rate risk. The immediate impact ofvariation il interest rate is on the Bank's net
interest income, while a long term impact is on Bank's net worth since the economic value of Bank's
assets, liabilities and off-balance sheet exposures are affected.

Interest rate risk is the risk that changes in interest rates will affect the Bank's income or the value
of its holdilgs offrnancial instruments. The objective of interest raterisk management is to manage
and control interest rate risk exposure within acceptable parameters while optimizing the retum on
risk.

Below is a summary of the Bank's interest rate gap position on assets and Iiabilities reflected at
carrying amounts at year end segregated between floating and fixed interest rate eaming and
bearing.

Foreign Exchange risk
Currency risk represents the risk of change in the value of financial instruments due to changes in
foreign exchange rates.

Operational risk

Operational risk is the risk that might cause losses to the Bank resulting from deficiency in computer
processing, from deficiencies and lack ofprocedures, and inappropriate behaviour ofernployees.

The operational Risk Management unit is a separate risk management function that builds an
operational risk focus approach, implements a dynamic Operational fusk Management program; and
ensures a strong operational risk-aware culture at all levels, an effective escalation of overall
exposrre to the Board and Senior Management and sponsoring of the Business continuity
Manasement.
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26. FINANCIAL INSTRIJMENTS AND RISK MANAGEMENT (Continued)

Operational risk (cont,d)

An operational Risk Management Cornrnittee has been instituted to approve ORM policies and
procedures; review operational risk exposues, ty?e oflosses and their impict; and ensurl that proper
tools and systems are available to manage operational risk efficiently.
The Bank's principles are set in line with regulators' and Basel II principles for a sound operational
risk management environment.

27. OPERATING ENIIRONMENT OF THE BRANCH

Following 5 consecutive years of reported growtlr, cyprus' economy declined by 5.lo/o in 2020
according to the Cyprus Statistical Service. The decline was primarily driven by trade and tourism,
construction,-manufacturing and entertairunent services sectors, to a great extent due to the long-rerm
suspension of many business operations as a result ofefforts made atlimiting the spread ofCovid-I9.
A large shrinkage ofGDP occurred in the second quarter of2020, tlme at 

-whichihe 
pandemic first

appeared, dropping by r3.9%, w^hile the 
_third and fourth quarters showed ,o-" r""Ju"ry, ii-itirrg

GDP losses to approximateTy 6.4%o according to the lntemational Monetary Fund.

Despite the estimate of an increase in unemployment, the ind.ex remained relatively stable. Measures
taken by the cyprus Govemment to support businesses and. workers by providin! a wide range of
allowances were successful in keeping the index low. As a result, the unemploym"ent 1xt"-rrr"...r"a
modestly ro 7.6Yo in 2020 according to Eurostat, from 7.ryo in 2019, while ttre nu.opean uniont
conesponding index was at 8.9%.

consumer pric.es declined by-0.6% on averag€ in 2020, partly d.ue to the hit sustained by dom€stic
demand caused by the Covid-l9 pandemic and the cut to the VAT rate for the tourism anJ'hoqpit"rity
sector' The current fiscal and monetary stimulus have not led to higher prices and inflation i. f-lt"ry to
rise only modestly in the second half of 2021 as economic activity accelerates and the i"-puru.y
reduction in the vAT income is revened. Specifically, inflation foi 2020 ,o". 

"*p*"Jioi" ir, rt"
order of -0.6% and is estimated to rea ch l%by 2021.

The clprus Govemment's $car _n1ck1ee 
in 2020 in response to the covid-I9 pandernic was atapproximately 4.5%o of GDp and included income supiort for households, *ug" ,.,uriai", ro.

businesses and gants to sman. businesses and self-emiloyed individuals. eaJii.r"rry,-" r"-moratorium for interest and principal repalrnents on loans to individuals and businesses wasintroduced until the end of2020. In January 2021, a second moratorium for the period untii 3tt lune2021 was launched for borrowers impacted by the second rockdown. Furthermore, * int"r".r."t"
subsidisation scheme for new housing and business loans was put in place in 2020 ior loans granted
as of I March 2020 until 3l December 2020 subject to conditions, which was later extendj to 3lDecember 2021 with eligible amounts increased considerably, especially ror busines-ses irio serr-employed individuals.

As a result, public finances detenorated notic eabry in 2020. According to the cyprus statistical
Service, it is estimated that the budget deficit deteriorated from a surplus of 1.5% ofGDp in 20r9 toa deficit of 5% of GDp in 2020..Given the additional support to the economy that the cyprusGovemment has committed to provide as a response to the second wave of the pandemic, the trend oflower revenues and higher spending is expectei to continue th-rough the first haif of 2021'at least. Thebudget position is expected to impiove and the deficit to gradually sbrink in the medium term as theeconomy recovem and spending is increased.

Public debt currently amounts to €24.g billion, or 1 r9.5% ofGDp. However, tbis is seen as temporarydriven by fiscal measwes to m.itigate the effects of covid-19. The underlying n:r,aa-e.rtais ,imarnstrong and the downward trajectory is expected to resume as growth retums.
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27. OPERATING ENVIRONMENT OF THE BRANCH (cont'd)

According to the Eumpean Commission's forecast, the real GDP of C1prus' economy will grow by

32% in 2021, despite the losses it sustained in 2020 due to the pandemic. This is mainly because

the restrictive measures in the @onomy concern a smaller proportion of economic activity and are

now more targeted. Tourism, which has contracted by 85% in 2020, is expected to be one of the

main factors in the recovery of the economy in 2021. The initiation of vaccinations both at local

level and in the main countries oftourism origin such as the United Kingdom, Israel and Russia are

expected to cover much ofthe losses incuned in 2020. At the same time, the vaccination plan at

local level is expected to allow for an increase in business activity with private consumption as the

main driver. h 2022 I is estimated that real GDP will be in the order of 3.1o , reaching pre-

pandanic levels 2022.

In order to deal with the consequences of the pandemic, the Cyprus Government is expected to

receive significant monetary backing from the European Union through a number of schemes in the

form of grants, lending and fnai,rcial support through the SURE programme aimed to support job

retaining. Specifrcally, C1prus is expected to beneht from the European Union's €750 billion Next

Generation funds. On a net basis, C)?rus expects to obtain gpnts ofup to €1.1 billion or about 5%

ofGDP, in the bud get peiod 2021-202 7, which are, however, subject to the implementation oflong-
delayed structural reforms in thejudiciary and public administration sectors.

The Cyprus sovereign is rated by intemational rating agency Standard & Poor's as BBB- with a

stable outlook since Septenrber 2018. The rating and outlookwere affirmed in March and September

2020 andMarch2o21. Similarly, Fitch maintains a Long-Term Issuer Default rating of ilvestment
grade at BBB- since Novernber 2018, affirmed in April and October 2020 and March 2021 . Finally,
Moody's maintains a long-term credit rating ofBa2 since July 2018 and a positive outlook since
September 2019. More recently in Jantnry 202I, Moody's issued a revised credit opinion on the

Cyprus sovereign, maintaining the positive rating outlook.

The risks that Cyprus' economy is expected to face n 2021 are directly related to the progress of
the pandemic's containrnent. The vaccination programme at both local and global level is a key
factor to enable uninterrupted business activity. Cyprus is expected to receive the first tourist surge

by the end ofthe second quarter of2021, leading to the restart oftourism industry's operations.

The abolishment of the Cyprus Investment Prograrnme ('CIP') at the end of 2020, which was one

ofthe pillars ofconstruction development over the years post the 2013 crisis, may impact negatively
on GDP projections. Similarly, the United Kingdom's fuIl withdrawal from the European Union at

the end of2020 may affect the economic activities between the two countries, especially in relation
to trading and tourism.

Actions at European level to overhaul the tax system in Europe may also advenely impact the
favourable tax regime ofCyprus, while developments at the political level may affect the economic
climate accordingly.

Bankinq environment
During the year, the banking system quickly adapted to the new circumstances as a result ofthe
Covid-19 outbreak, actively participating in addressing the needs of their customers by offering
solutions such as loan restructurings, suspension of loan instalments and collateral divestments and
participation in the state interest rate subsidy scheme for new housing and business loans.

Despite rarely employing any remote working arrangements for staff in the past, banks were
frontrunners in implementing a successful combination of staff working remot€ly and on premises.
At the same time, the majority of the banking system was able to offer digital solutions to their
customers, enabling thern to process their banking transactions though digital means without the
need to visit a branch. It has now become apparent that the digital transformation of the banking
system is a necessity and will be a crucial factor to the successful restart post Covid-l9.
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27. OPERATING EN\4RONMENT OF THE BRANCH (cont,d)

The response ofthe European Central Bank ('ECB') to the Covid- l9 pandernic has been supportive
towards banks across the European Union. ln addition to negative interest rates and a i"ne*eo
quantitativ€ easing, the ECB introduced the pandemic Emergency purchase programme (.pBpp,)
and increased its refinancing operations for commercial banks, while easing thi rules aiound its
collateral framework. In December 2020, the ECB provided further incentilves including a €500
billion increase in the size ofthe PEPP to reach €1.85 trillion and extending its duration unit March
2022.

Despite the Covid-I9 pandemic and the low to zero interest rates offered, in some cases even
negative rates imposed, the banking system still maintains significant excess liquidity indicative of
its credibility and level ofconfidence by depositors.

Banks are continuing their deleveraging efforts, resulting in a reduction oflending volumes in the
banking system- The main reasons for the decrease are:r the sales of loans to non-performing loan management companiesr the management of non-performing loans by spicialised companies in this arear the intensive efforts ofbanks to settle non-performing loans primarily through debt-asset swaps

As a result of these actions, the non-performing exposures index fe[ to 19olo compared to 4syo 3
years ago. Despite the decline innon-performing loans, the challenges ofthe bankin! system remain
as high lelels of non-performing loans. and private debt persist. Additionally, e*"""r, iiquidity in u
negative interest rate environrnent continues to have an adverse impact on banks, profita'bility.

Furthermore, the gradual implementation by 2025 ofthe new European requirements to meet the
Minimum Requirernent for own Funds a"d rtigiute Liabilities (.MREL') is expected io t u.," -impact on banks' future strategic plans.

The.Branch's management recognizes the difficulties involved in predicting all developments which
could have an impact on the c1p^rus economy and consequentlythe effeci, if any, tliai they could
have on the future financiar performance, cish flows ani financial poritio.r of ih" gran;h. The
Branch's management will closely monitor all furure developments in the economic unJpotiti.ut
envuonment in which it operates and take appropriate measures.

28. EVENTS AFTER THE END OF THE FINANCIAL YEAR
Impact related to the economic situation in Lebanon

Subsequent events ofthe economic situation in Lebanon are described in Note l.
Post financial position date develooments

The central. Bank of cyprus by its letter dated 1g March 2021 to the Branclr, has informed theBranch for- the requirement to plac€ and maintain, at all times, with the central iank oicyp-. Lamount at least equal to 100% ofthe cyprus Branch's covered deposits i.e. deposits gua;it""d;y
the Deposit Guarantee and Resolution oicredit and other rnstitutions s"rr"." tocsi pr* sox or
1!:::tyi ::::mers' deposirs which are not covered Uy ttre lCS, includinsaccruei il;;il ;.Euro or rne equrvalent amount plus 5% ifthe deposit will be placed in US dollars.

The Branch's customers' accounts have been reduced fro m€2s.ogr.47g atyear end to €21.156.7g7
as at 3l July 2021.

The restrictions imposed by the cBC on 22 November 2019, mentioned in Note I are st l in olace
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IBL BANK S.A.L. (ClPrus Branch)

ADDITIONAL INFORMATION

ADMINISTRATION E)CENSES

For the year ended 3l December 2020

Municipal taxes

Central Bank fees
Legal fees
Audit and other professional fees

Telephone charges
Swift expenses
Mail charges
Repairs and maintenance
Electricity
Water
Travelling overseas
Travelling inland
ksurance
Office expenses
Cleaning
Miscellaneous
Donations and grants

Subscriptions
Promotion costs
Advertising expenses

2.312
t57.977

6.469
47.268

6.889
5.956
2.646

I /.))4
7.639

149

964
14.427
).J4)
6.630
2.193

300
20.743

2.051
lJo

2019
EI]R

2.308
1 1 i.862

t .)3 t
26.033

8.893
12.145

1.795
19.009

7 .443
94

6.629
935

., 1<A

4.191
5.459
1.699

150
19.975
5.937
6.425

2020
EUR

308.048 251 .27 3
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