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1 INTRODUCTION AND EXECUTIVE SUMMARY 

1.1 The Bank Overview 

Zenith Bank Plc was incorporated in Nigeria under the Companies and Allied Matters Act as a 

Private Limited Liability Company on 30 May 1990. It was granted a banking license in June 1990 

and commenced operations as a commercial banking institution on 16 June 1990. This was 

followed by the conversion of the Bank into a Public Limited Liability Company on 20 May 2004 

and the listing of its shares on the Nigerian Stock Exchange on 21 October 2004. The Bank’s 

principal activity is the provision of banking and other financial services to corporate and individual 

customers. 

As at 30 June 2023, the Bank has six subsidiary companies namely, Zenith Bank (Ghana) Limited, 

Zenith Pensions Custodian Limited, Zenith Bank (UK) Limited, Zenith Bank (Sierra Leone) 

Limited, Zenith Bank (The Gambia) Limited and Zenith Nominees Limited. During the period under 

review, the Bank did not open any new branch and no branch was closed. As at 30 June 2023 

the Group had 446 branches, 196 cash centers; 2,111 ATM terminals; 289,322 POS terminals 

and 23,574,275 cards issued to its customers. (31 December 2022: 446 branches, 166 cash 

centers, 2,108 ATM terminals, 233,024 POS terminals and 21,832,175 cards issued).  

Its businesses and affairs are conducted through local branch networks and subsidiary banks in 

other countries. All the branches are linked by technologically advanced systems, thereby aiding 

banking transactions across the country. 

1.2 Business Activities 

Zenith Bank Plc’s service offerings cover most aspects of banking and cater to banking needs of 

public and private sector clients. The Bank’s service offerings largely constitute its core business 

lines including Corporate Banking, Institutional and Investment Banking, Retail Banking and 

Public Sector Banking. 

1.2.1 Corporate Banking 

The Bank’s corporate banking business line offers a wide range of services to multinationals, 

large-local conglomerates, and corporate clients. The Bank focuses on cost effective deposits 

from the retail end of the market to lend to the corporate end with emphasis on emerging business 

opportunities. The unit is focused on providing superior banking services and customized banking 

products to the top tier of the market. Within this business line, industry specific desks or sub-

units exist to facilitate efficient and effective management of the relationships with the unit’s 
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corporate customers. The sub-units include Transport & Aviation, Conglomerate, Breweries & 

Beverages, Oil & Gas, Power & Infrastructure and Construction. 

1.2.2 Retail Banking 

This segment focuses on Small and Medium Enterprises (SMEs), consumer businesses and 

commercial businesses with annual turnover of less than ₦500 million. The consumer business 

consists of personal, current and savings account customers and all unincorporated entities (e.g., 

societies, clubs, churches, mosques, etc.). The segment extends loans and advances in the forms 

of overdrafts, import finance lines, term loans and leases (for customers involved in sales and 

distribution of Fast-Moving Consumer Goods and key distributors). 

1.2.3 Institutional and Investment Banking (IIBU) 

Zenith Bank’s institutional and investment banking business line manages the Group’s business 

relationship with other banks, financial institutions, multilateral agencies, securities houses, 

insurance companies, asset management companies and other non-bank finance companies, 

private equity, and venture funds. The Bank uses its strong balance sheet and liquidity as well as 

efficient trade finance processes and services, to continuously grow and support businesses. 

The unit through its Treasury sub-unit provides ancillary services such as market making, 

derivatives trading, fixed income instruments, foreign exchange, commodities, and equity 

securities and manages the group’s correspondent banking relationships. The Treasury sub- 

group’s activities are carried out through the following four units: The Liability and Deposit 

Management Unit, Bonds Trading unit, foreign currency trading unit and the Treasury Naira and 

Fixed Income Trading Unit. 

1.2.4 Public Sector Banking 

The public sector business line provides services to all tiers of government (Federal, State and 

Local Government), ministries, departments and agencies, non-profit organization, embassies, 

and foreign missions. Services offered to our public sector clients includes revenue collection 

schemes, cash management, deposit and investment, electronic payroll systems, offshore 

remittances and foreign exchange and project finance. 

1.2.5 Other Business Activities 

Other non-core business lines (i.e., support services) with strategic importance to the Bank are 

Operations and IT Division, Trade Services and Foreign Exchange services and Treasury 

services. These business lines act as support services for the Bank’s key business lines. 
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Figure 1: Overview of Zenith Bank Group  

 

1.3 Zenith Bank’s Legal Entities 

Zenith Bank Plc has controlling interest in banking and non-banking subsidiaries in Nigeria, Africa, 

and Europe. Aside from Zenith Bank Pensions Custodian Limited and Zenith Nominees Limited, 

which are incorporated in Nigeria, the remaining subsidiaries are incorporated in their respective 

countries. The figure below shows the Bank’s legal entities. 

Figure 2: Legal entity structure 
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1.4 Objectives 

The objective of this report is to enhance market discipline by providing relevant stakeholders with 

up-to-date information about the risk and capital management activities of the Bank. 

1.5 Scope of application 

Zenith Bank Plc. consolidated, and separate financial statements have been prepared in 

accordance with International Financial Reporting Standards (IFRS’) issued by the International 

Accounting Standards Board (IASB). Additional information required by national regulations is 

included where appropriate.  

This report applies to Zenith Bank Plc, and it has been prepared in line with the disclosure 

requirements of the Central Bank of Nigeria (CBN) Guidance Notes on Pillar II and the Basel 

Committee on Banking Supervision Disclosure Requirements. 

The Statement of Financial Position for Zenith Bank as at 30 June 2023 is shown below: 
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Figure 3: Zenith Bank's Plc. Statement of Financial Position as at 30 June 2023 
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Figure 4: Zenith Bank's Plc. Statement of Comprehensive Income for the six months period 
ended 30 June 2023 
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1.6 Key prudential metrics 

Table 1: Key metrics as at 30 June 2023 

  Description (N’ million) 

1 Common Equity Tier 1 (CET1) 1,231,018 

1a Fully loaded ECL accounting model CET1 1,231,018 

2 Tier 1 Capital 1,190,027 

2a Fully loaded ECL accounting model Tier 1 1,190,027 

3 Total capital 1,296,195 

3a Fully loaded ECL accounting model total capital 1,296,195 

4 Total risk-weighted assets (RWA) 6,308,102 

Risk-based capital ratios as a percentage of RWA 

5 Common Equity Tier 1 ratio (%) 19.51% 

5a Fully loaded ECL accounting model Common Equity Tier 1 (%) 19.51% 

6 Tier 1 ratio (%) 18.87% 

6a Fully loaded ECL accounting model Tier 1 ratio (%) 18.87% 

7 Total capital ratio (%) 20.55% 

7a Fully loaded ECL accounting model total capital ratio (%) 20.55% 

Additional CET1 buffer requirements as a percentage of RWA 

8 Capital conservation buffer requirement (%) 1.00% 

9 Countercyclical buffer requirement (%) 0.00% 

10 
Domestic Systemically Important Bank (D-SIB) additional requirements 
(%) 

1.00% 

11 Total of bank CET1 specific buffer requirements (%) 2.00% 

12 
CET1 available after meeting the Bank’s minimum capital requirements 
(%) 

17.51% 

Basel III leverage ratio 

13 Total Basel III leverage ratio exposure measure 13,575,229 

14 Basel III leverage ratio (%) 8.77% 

14a Fully loaded ECL accounting model Basel III leverage ratio (%) 8.77% 

Liquidity Coverage Ratio 

15 Total high-quality liquid assets (HQLA) 5,061,089 

16 Total net cash outflow 2,147,618 

17 LCR (%) 235.66% 

Net Stable Funding Ratio 

18 Total available stable funding 13,918,217 

19 Total required stable funding 16,558,521 

20 NSFR 136.56% 
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1.6.1 IFRS 9 static analysis 

Table 2: IFRS 9 Static analysis. 

  

Day 1 Impact (N’ million) 103,549 

Regulatory Risk Reserve (RRR) as at December 31, 20171  

RRR applied for IFRS 9 Impact (i.e., transferred to retained earnings)2  

  

Adjusted Day 1 Impact (N’ million) 103,549 

  

Adjusted Day 1 Relief (%) 0% 

  

Adjusted Day 1 Relief / IFRS 9 Transitional Adjustment (N’ million) - 

1.7 Minimum capital requirements 

Pillar 1 of the Basel framework covers the minimum capital resource requirements for credit risk, 

market risk and operational risk. These requirements are expressed in terms of Risk Weighted 

Assets (RWAs) to determine the Bank’s Capital Adequacy Ratio (CAR).  

Table 3: Pillar 1 RWAs and capital required 

 
 

RWAs (N' million) Capital charge (N' million) 

1 Credit risk – The Standardized 

Approach 
5,171,542 413,723 

2 Market risk – The Standardized 

Approach 
77,776 6,222 

3 Operational risk – Basic Indicator 

Approach 
1,058,784 84,703 

 Total exposure measure 6,308,102 504,648 

                                                
1 Regulatory Risk Reserve (RRR) Balance just before IFRS 9 transition before any relief is transferred to General reserve/retained 

earnings 
2 This should correspond to portion of RRR transferred to General Reserve allowed as IFRS 9 impact relief. 
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1.8 Updates on local regulatory landscape 

The Central Bank of Nigeria (CBN) issued some regulatory guidelines with a view to transition 

Nigerian banks to Basel III from Basel II.  

The aim of the regulatory guidelines is to: 

 Strengthen the regulation and supervision of Nigerian banks,  

 Promote the implementation of better risk management practices and governance 

arrangements within the Nigerian banks, 

 Enhance the implementation Basel II and III standards in Nigeria, and 

 Promote the build-up of capital and liquidity buffers. 

The guidelines include: 

 Guidelines on Liquidity Coverage Ratio (LCR);  

 Guidelines on Liquidity Monitoring Tools; 

 Guidelines on Liquidity Risk Management and Internal Liquidity Adequacy Assessment 

Process (ILAAP); 

 Revised Guidelines on Regulatory Capital; 

 Revised Guidelines on Supervisory Review and Evaluation Process of Internal Capital 

Adequacy Assessment Process (ICAAP); 

 Guidelines on Leverage Ratio (LeR); and 

 Guidelines on Large Exposures (LEX). 

The new requirements are to strengthen the current prudential requirements including those on 

liquidity, single obligor limit and concentration risk management. 
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2 RISK MANAGEMENT 

2.1 Enterprise risk management (ERM) Framework 

Zenith Bank adopts an integrated approach to risk management by bringing all risks together 

under a limited number of oversight functions. The Bank addresses the challenge of risks 

comprehensively through the ERM Framework by applying practices that are supported by a 

governance structure consisting of Board-level and Executive Management Committees. 

2.2 Risk management philosophy/strategy 

Zenith Bank considers sound risk management practices to be the foundation of a long-lasting 

financial institution. 

 The Bank adopts a holistic and integrated approach to risk management and therefore, 

brings all risks together under one or a limited number of oversights functions; 

 Risk management is a shared responsibility; therefore, the Bank aims to build a 

collaborative perspective on risks that is grounded in consensus. 

 There is clear segregation of duties between market-facing business units and risk 

management functions. 

 Risk management is governed by well-defined policies which are communicated across 

the Bank; and 

 Risk related issues are taken into consideration in all business decisions. 

2.3 Risk management approach 

The Bank addresses the challenge of risks comprehensively through an ERM Framework. The 

Framework provides the necessary foundations and organizational arrangements for managing 

risk across the Bank. It also outlines how the departments ensure that it manages risks effectively 

and efficiently. 

Furthermore, it illustrates how ERM is embedded in our organizational systems to ensure it is 

integrated at all levels and work contexts. It describes the key principles, elements, and processes 

to guide all staff in effectively managing risk, making it part of our day-to-day decision making and 

business practices. 
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2.4 Risk governance 

The Bank maintains a robust risk governance policy by applying leading practices that are 

supported by an effective governance structure consisting of Board-level and Executive 

Management committees such that: 

 The Board drives the risk governance and compliance process through its committees. 

 The Board Audit Committee provides oversight on the systems of internal control, financial 

reporting, and compliance. 

 The Board Credit Committee reviews the credit policies and approves all loans above the 

defined limits for Global Credit Committee. 

 The Board Risk Management Committee sets the risk philosophy, policies and strategies 

as well as provides guidance on the various risk elements and their management. 

 The Board Risk Control Functions are supported by various Management committees and 

sub committees (Executive Committee, ALCO, and Risk Management Committee) that 

help it develop and implement various risk strategies. 

 The Global Credit committee manages the credit approval and documentation activities. 

It ensures that the credit policies and procedures are aligned with the Bank’s business 

objectives and strategies. 

 The Risk Management Committee and the ALCO drive the management of the financial 

risks (Market, Liquidity and Credit Risk), IT risk, cybersecurity risk, operational risks as 

well as strategic and reputational risks. 

 The Chief Risk Officer develops, implements, and updates risk governance framework for 

risk policies, risk appetite and associated risk limits. He also facilitates coordination 

between risk management function and other departments to leverage synergies in terms 

of risk methodologies, Basel compliance, risk monitoring etc. 

2.5 Risk appetite 

A comprehensive risk appetite framework is the cornerstone of Zenith Bank’s risk management 

architecture. The Bank considers its risk appetite framework as a core instrument for the better 

alignment of overall business strategy, capital allocation and risk. Zenith Bank Plc has a relatively 

modest risk appetite (comprising quantitative and qualitative parameters) and is conservative as 

far as risk taking is concerned.  
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The Bank has defined risk appetite as the amount of risk it is willing to undertake in achieving its 

strategic business objectives. On a periodic basis, the risk appetite is defined and reviewed by 

the Board of Directors, at a level that minimizes erosion of earnings or capital which may arise 

from avoidable losses, frauds, or operational inefficiencies. 

As a Domestic Systemically Important Bank (D-SIB), the Bank is aware of the various risks 

associated with the business of banking globally, particularly risks to which it is exposed. These 

risks arise due to the nature of banking activities which it engages in – sourcing of funds, the 

creation of assets, meeting operational needs and counterparty obligation. Consequently, the 

Bank will not undertake any business it has no clear and proper understanding of and would set 

appropriate processes and limits around the activities that it undertakes to assure its risk appetite 

and acceptable risks level.  

The Bank measures the risk categories and sets target levels for each, by developing targeted 

metrics to monitor capital, asset quality, liquidity, earnings volatility, credit rating, investments in 

financial instruments and foreign currency, operational losses, and employee turnover. 

Additionally, the Bank has defined acceptable levels it is willing to undertake for addressing 

aspects such as regulatory compliance, reputational impact and internal controls and risk 

governance. All activities in the Bank have been profiled and the key risk drivers and threats in 

them identified. Mitigation and control techniques have been determined in tackling each of these 

threats on an ongoing basis. 

2.6 Stress testing 

Stress testing is an important risk management tool used by the Bank as part of its internal risk 

management practices. It alerts the Bank to adverse and unexpected events that may occur which 

are triggered by internal and/or external environmental factors, and their potential impact on the 

Bank. It is used to determine how much capital might be needed to absorb losses, if exceptional 

but plausible events crystallize. 

The Bank maintains a stress testing policy which covers the following: 

 Identification of risk factors for stress testing; 

 Guidelines for creating stress scenarios (e.g., historical, or hypothetical events); 

 Types of stress tests (e.g. idiosyncratic or external events); and 

 Analysis of stress test results and relevant remedial management actions. 
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2.7 Global risk function 

Zenith Bank manages its risks in a structured, systematic, and transparent manner through a 

global risk policy which embeds comprehensive risk management processes into the 

organizational structure, risk measurement and monitoring activities. This structure ensures that 

the Group’s overall risk exposures are within the thresholds set by the Board. 
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3 CAPITAL MANAGEMENT AND LEVERAGE 

3.1 Capital management approach and policy 

Zenith Bank ensures effective capital allocation decisions and the efficiency of its capital structure 

in determining the Bank’s ability to generate adequate returns for shareholders. The Bank’s policy 

is to hold adequate capital above the required amount to support growth plans, business strategy 

and future regulatory changes. 

Broadly, the objectives of capital management are as follows: 

 Providing consistent assessment of credit portfolio and investment strategies; 

 Providing insight into operational decisions such as pricing, performance evaluation and 

capital allocation; 

 Providing clarity on which financial activity create most value; 

 Measuring risk appetite; and 

 Ensuring that adequate capital is held to cover severe events. 

3.1.1 Incorporating stress testing 

Stress testing is an integral part of the Bank’s capital management framework for the 

management of economic capital. Stress testing is used to: 

 Assess the sensitivity of capital model to their assumptions; 

 Understand the risk profile of the Bank better; and 

 Prepare the Bank for eventuality of adverse events/shocks and mitigating the impacts. 

3.1.2 Management approach for capital preservation 

In line with its Capital Management Framework, Zenith Bank has implemented suitable monitoring 

and escalating procedures for different capital positions as part of its risk reporting and stress 

testing framework. If the Bank is faced with a capital planning decision, the Management and the 

Board will determine the appropriateness of actions under different scenarios and contemplate 

relevant considerations. 

3.2 Regulatory capital structure and capital adequacy 

Zenith Bank’s regulatory capital comprises of the two distinct elements which are classified as 

Tier 1 and Tier 2 capital; The CBN Guidance notes on Regulatory Capital provides the content 



Zenith Bank Plc – June 2023 Pillar 3 Disclosure 

18 | P a g e  

 

for Tier 1 and Tier 2 capital. According to the CBN guidance note, the following qualify as Tier 1 

capital. 

 Paid-up share capital; 

 Irredeemable preference shares; 

 Share premiums; 

 General reserve (retained profit), 

 SMEEIS reserves, 

 Statutory reserve; and 

 Other reserves as may be determined by the CBN. 

While Tier 2 Capital comprises of: 

 Hybrid instruments; 

 Subordinated debt; and 

 Other comprehensive income. 

The following are deductions made from capital;  

 Intangible assets  

 Investments in unconsolidated subsidiaries 

 Deferred tax assets 

 Treasury shares 

Table 4: Regulatory capital disclosure and capital adequacy as at 30th June, 2023 

 Common Equity Tier 1 capital: instruments and reserves N’ million 

1 Share capital 15,698 

2 Share premium 255,047 

3 Reserves 323,515 

4 Retained earnings 636,758 

5 IFRS 9 transitional adjustment - 

6 
Common Equity Tier 1 (CET1) capital before regulatory 
adjustments 

1,231,018 

  Common Equity Tier 1 capital: regulatory deductions N’ million 

7 Deferred tax assets (DTA) - 
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8 Intangible assets 23,678 

9 Total regulatory adjustments to Common Equity Tier 1 capital 23,678 

10 Investment in capital of financial subsidiaries 17,313 

11 Unsecured lending to subsidiaries within the same group                           -    

12 Tier 1 capital 1,190,027 

  Tier 2 capital: instruments and provisions N’ million 

13 Hybrid Instruments                           -    

14 Sub-ordinate Debt                           -    

15 Other comprehensive income 123,481 

16 Tier 2 capital before deductions 123,481 

17 Other Deductions (17,313) 

18 Tier 2 capital 106,168 

17 Total regulatory capital (= Tier 1 + Tier2) 1,296,195 

18 Total risk-weighted assets 6,308,102 

  Capital adequacy ratios and buffers (%) 

19 Tier 1 capital (as a percentage of risk-weighted assets) 18.87% 

20 Total capital (as a percentage of risk-weighted assets) 20.55% 

3.3 Summary of Capital Adequacy 

The Capital Adequacy Ratio set standards for banks by looking at a bank’s ability to pay liabilities 

and respond to credit risks and operational risks. A bank that has a good CAR has enough capital 

to absorb potential losses. Thus, it has less risk of becoming insolvent and losing depositors’ 

money. After the financial crisis in 2008, the Bank of International Settlements (BIS) began setting 

stricter CAR requirements to protect depositors. The Bank’s Capital Adequacy Ratio as at 30 

June 2023 stood at 20.55%, 5.55% above the CBN regulatory limit (15%). Table 5 highlights the 

Bank’s Capital Adequacy Ratio. 

Table 5: Risk Weighted Assets and Capital Adequacy Ratio as at 30th June 2023  

Risk Type Risk Weighted Asset (N’ million) 

Market Risk 77,776 

Equity Position Risk -  

Interest Rate Risk 41,785 

Commodity Risk - 

Foreign Exchange Risk 35,991 

Operational Risk 1,058,784 

Credit Risk 5,171,542 
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Risk Type Risk Weighted Asset (N’ million) 

Total Risk Weighted Asset 6,308,102 

   

Total Qualifying Capital  1,296,195 

   

Capital Adequacy Ratio 20.55% 

  

Tier I Capital Adequacy ratio 18.87% 

3.4 Leverage Ratio 

The Leverage Ratio serves as a backstop to the risk-based capital measures and is intended to 

constrain excess leverage in the banking system and provide an extra layer of protection against 

model risk and measurement error. It also benefits from being less-procyclical than capital as it is 

explicitly designed to be non-risk sensitive. 

Table 6: Leverage ratio as at 30th June 2023 

Leverage Ratio 

Exposure measure N’ million 

On-balance sheet exposures 13,130,378 

Derivatives exposures 94,279 

Securities financing transactions  

Off-balance sheet exposures 350,572 

Total exposure measure 13,575,229 

Capital measure N’ million 

Tier 1 capital                     1,190,027 

Leverage ratio   

Leverage Ratio 8.77% 
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4 CREDIT RISK 

4.1 Credit Risk 

This is the risk of a financial loss if an obligor does not fully honor its contractual commitments to 

the Bank. We have identified this risk as the most significant risk facing the Bank in the normal 

course of business and operations. 

4.2 Sources of risk 

The Bank is not only exposed to credit risk through direct lending activities and transactions, but 

also through commitments to extend letters of credit and guarantees, securities purchased under 

reverse repurchase agreements, deposits with financial institutions, brokerage activities etc. 

In addition, transactions carrying elements of settlement risk such as irrevocable fund transfers 

to third parties via electronic payment systems exposes the Bank to credit risk. 

4.3 General Disclosures 

Past Due:  an exposure where any amount due under the contract (interest, principal, fee, or 

other amount) has not been paid in full at the date when it was due is deemed to be past due. An 

exposure should be considered past due even when the amount of the exposure or the past due 

amount, as applicable, is not considered material. 

Impaired: The Bank estimates loan loss provisioning in line with IFRS 9 requirements, this 

includes provision to cover on-balance sheet exposures as well as off-balance sheet exposures 

such as guarantees issued and commitments undertaken with third parties.  

Zenith Bank currently adopts the standardized approach to computing Credit Risk- weighted 

assets. 

Table 7: Credit risk by exposure class as at 30thJune, 2023. 

On and Off-Balance Sheet 

Exposures 

Net exposure (N’ 

million) 

Total RWA  

(N’ million) 

Capital charge  

(N’ million) 

Sovereigns and Central Banks 5,716,487  - - 

State Govt and Local Authorities 294,180  274,164  21,933 

Public Sector Entities (PSEs) 69,130  25,396  2,032 

Multilateral Development Banks 

(MDB) 

- - - 
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On and Off-Balance Sheet 

Exposures 

Net exposure (N’ 

million) 

Total RWA  

(N’ million) 

Capital charge  

(N’ million) 

Supervised Institutions 1,858,786  345,187  27,615 

Corporate and Other Persons 4,563,194  3,591,804  287,344 

Regulatory Retail Portfolio 48,094  35,551  2,844 

Secured by Mortgages on 

Residential Properties 

2,889  2,085  167 

Exposures Secured by 

Mortgages on Commercial Real 

Estates 

- - - 

Past Due Exposures 64,101  43,175  3,454 

High Risk Exposures 137,424  206,136  16,491 

Unsettled and Failed 

Transactions 

- - - 

Other Assets 820,945  741,956  59,356 

Regulatory Adjustment (Post 

IFRS 9 Impact Adjustment) 

- (93,911) (7,513) 

Total 13,575,229 5,171,543 413,723 

Table 8: Credit quality of loans by Industry or counterparty types 

Industry 

On-balance sheet 

gross exposure (N’ 

million) 

Impairment 

allowance (N’ 

million) 

Carrying 

amount (N’ 

million) 

Agriculture  348,206 (8,508) 339,698 

Oil and gas 1,767,705 (185,900) 1,581,805 

Consumer credit 142,505 (27,022) 115,483 

Manufacturing 989,988 (51,577) 938,411 

Real estate & 

construction 

140,087 (6,618) 133,469 

Finance and insurance 37,398 (282) 37,116 

Government 427,715 (147) 427,568 

Power 76,864 (7,800) 69,064 

Transportation 85,412 (3,649) 81,763 

Communication 93,591 (567) 93,024 



Zenith Bank Plc – June 2023 Pillar 3 Disclosure 

23 | P a g e  

 

Industry 

On-balance sheet 

gross exposure (N’ 

million) 

Impairment 

allowance (N’ 

million) 

Carrying 

amount (N’ 

million) 

Education 14,751 (236) 14,515 

General commerce 774,412 (13,895) 760,517 

Total 4,898,634 (306,201) 4,592,433 

Table 9: Credit quality of loans per geographical region 

Geography 

Gross exposure 

(On- balance sheet) 

(N’ million) 

Impairment 

allowance (N’ 

million) 

Carrying amount  

(N’ million) 

South-South Nigeria 299,836  (9,535)  290,301 

South-West Nigeria 4,134,493 (284,829) 3,849,664 

South-East Nigeria 137,274 (2,405) 134,869 

North-Central Nigeria 170,680 (8,306) 162,374 

North-West Nigeria 48,508 (623) 47,885 

North-East Nigeria 107,843 (503) 107,310 

Rest of Africa - - - 

Outside Africa - - - 

 4,898,634  (306,201)  4,592,433 

Table 10: Credit quality of loans by ratings 

 

Ratings 

12 months ECL 

(N’ million) 

Lifetime ECL 

Not credit 

impaired  

(N’ million) 

Lifetime ECL 

Credit impaired 

(N’ million) 

Total  

(N’ million) 

A 1,148,023 22,867 5,738 1,176,808 

AA 672,997 48,419 768 722,184 

B 1  34,346 34,347 

BB 1,677,585 1,006,727 10,739 2,695,051 

BBB - 115,465 20,303 135,768 

C -  542 542 

CC -  2,464 2,464 

CCC -  79,800 79,800 
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D -  51,850 51,850 

Gross 

amount 
3,498,606 1,193,478 206,550 4,898,634 

ECL – 

Impairment 
(23,984)  (157,227)  (124,991)  (306,201) 

Carrying 

amount 
3,474,622 1,036,252 81,559 4,592,433 

Table 11: Credit quality of loans per residual contractual maturity 

Maturity 

Gross exposure 

(On- balance sheet) 

(N’ million) 

Impairment 

allowance  

(N’ million) 

Carrying amount  

(N’ million) 

Up to 1 month  880,908   69,292   811,616  

1-3 months  555,920   15,467   540,452  

3-6 months  428,445   5,121   423,324  

6-12 months  285,079   3,769   281,309  

1- 5 years  2,031,256   157,682   1,873,573  

Over 5 years  717,027   54,869   662,159  

Total 4,898,634 306,201 4,592,433 

4.4 Measurement of Credit Risk 

Zenith Bank has devoted resources and harnessed credit data to develop models that will improve 

the determination of economic and financial threats resulting from credit risk. Some key factors 

are considered in credit risk assessment and measurement. These include: 

 Adherence to the strict credit selection criteria, which includes defined target market, credit 

history, the capacity and character of customers; 

 Credit rating of obligors; 

 The likelihood of failure to pay over the period stipulated in the contract; 

 The size and sector of the facility; and 

 Estimated rate of recovery, which is a measure of the portion of the debt that can be 

recovered through realization of assets and collateral should default occur. 
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4.4.1 Credit rating tools 

The principal objective of the credit rating system is to produce a reliable assessment of the credit 

risk to which the Bank is exposed. As such, all loans, and indirect credits such as guarantees and 

bonds as well as treasury investments undergo a formal credit analysis process that would ensure 

the proper appraisal of the facility.  

4.4.1.1 Loans and advances and amounts due from banks 

Each individual borrower is rated based on an internally developed rating model that evaluates 

risk based on qualitative, quantitative, and industry-specific inputs. The associated loss estimates 

norms for each grade have been developed based on the experience of the Bank and its various 

subsidiaries. 

In a bid to allow for a meaningful distribution of exposure across grades with no excessive 

concentrations on the Bank’s borrower-rating and its facility-rating scale, the Bank maintains the 

below listed rating grade, which is applicable to both new and existing customers. 

Figure 5: Credit rating grade 

 

The credit rating system seeks to achieve the foundation level of the internal rating-based 

approach under Basel II, through continuous validation exercises over the years. 

Other debt instruments 

With respect to other debt instruments, the Bank takes the following into consideration in the 

management of the associated credit risk. 

 Internal and external research and market intelligence reports; and 

 Regulatory agencies reports. 
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4.5 Management of Credit Risk 

Zenith’s approach in managing credit risk is a key element in achieving its strategic objective of 

maintaining and further enhancing its asset quality and credit portfolio risk profile. The credit 

standards, policies and procedures, risk methodologies and framework, solid structure and 

infrastructure, risk monitoring and control activities enable the Bank to deal with the emerging 

risks and challenges with a high level of confidence and determination. 

The framework for credit risk management at Zenith is well-defined and institutionally predicated 

on: 

 Clear tolerance limits and risk appetite set at the Board level, well communicated to the 

business units, and periodically reviewed and monitored to adjust as appropriate; 

 Well-defined target market and risk asset acceptance criteria; 

 Rigorous financial, credit and overall risk analysis for each customer/transaction; 

 Regular portfolio examination in line with key performance indicators and periodic stress 

testing; 

 Continuous assessment of concentrations and mitigation strategies; 

 Continuous validation and modification of early warning system to ensure proper 

functioning for risk identification; 

 Systematic and objective credit risk rating methodologies that are based on quantitative, 

qualitative and expert judgement; 

 Systematic credit limits management which enables the Bank to monitor its credit 

exposure on daily basis at country, borrower, industry, credit risk rating and credit facility 

type levels; 

 Solid documentation and collateral management process with proper coverage and top-

up triggers and follow-ups; and 

 Annual and interim individual credit reviews to ensure detection of weakness signs or 

warning signals and considering proper remedies. 

The credit processes are supplemented by sectoral portfolio reviews, which focus on countries, 

regions, or specific industries as well as multiple stress testing scenarios. These are intended to 
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identify any inherent risks in the portfolios resulting from changes in market conditions and are 

supplemented by independent reviews from the Bank’s Group Internal Audit. 

4.6 Risk mitigation 

The Bank has put the following controls in place to mitigate credit risks: 

 Board defined internal credit approval limits. 

 Centralized credit approval process system in conformity with well-defined target market 

and risk asset acceptance criteria. 

 Use of identifiable cash flow from the counterparty’s normal business operations as 

primary source of repayment. 

 Use of collateral security as a fallback option 

 Continuous monitoring of credit exposures. 

 Robust credit standards, policies, and procedures to control and monitor credit risk 

exposures. Some of the policies are: 

i. Credit is only extended to suitable and well identified customers and never where 

there is any doubt as to the ethical standards and record of the intending borrower; 

ii. Exposures to any industry or customer will be determined by the regulatory 

guidelines, clearly defined internal policies, debt service capability and balance 

sheet management guidelines; 

iii. Credit is not extended to customers where the source of repayment is unknown or 

speculative, and where the destination of funds is unknown. There must be clear 

and verifiable purpose for the use of the fund; 

iv. Credit is not given to a customer where the ability of the customer to meet 

obligations is based in the most optimistic forecast of events. Risk considerations 

will always have priority over business and profit considerations. 

v. Since repayment for all credits must be from an identifiable cash flow from the 

counterparty’s normal business operations or other financial arrangements, 

realization of security remains a fallback option for the bank; 

vi. A pricing model that reflects variations in the risk profile of various credits to ensure 

that higher risks are compensated by higher returns is adopted; 
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vii. All insiders’ related credit is limited to regulatory and strict internal limits and are 

disclosed as required, and 

viii. The consequences for non-compliance with the credit policy and credit indiscipline 

are communicated to all staff and are implemented. 

 

4.6.1 Collateral security 

A key mitigation step employed by the Bank in its credit risk management process includes the 

use of collateral securities to secure its loans and advances as alternative sources of repayment 

during adverse conditions. All major credit facilities to our customers are to be secured and the 

security instruments and documentation must be perfected, and all conditions precedent must be 

met before drawdown or disbursement is allowed. Collateral analysis includes a good description 

of the collateral, its value, how the value was arrived at, and when the valuation was made. It is 

usually necessary to review the potential adverse changes in the value of collateral security for 

the foreseeable future. 

Collateral securities that are pledged must be in negotiable form and usually fall under the 

following categories: 

 Real estate, plant and equipment collateral (usually all asset or mortgage debenture or 

charge), which must be registered and enforceable under Nigerian law; 

 Collateral consisting of inventory, accounts receivable, machinery, equipment, patents, 

trademarks, farm products, general intangibles, etc. these require a security arrangement 

(usually a floating debenture) which must be registered and, must be enforceable under 

Nigerian law; 

 Stocks and shares of publicly quoted companies; 

 Domiciliation of contracts proceeds; 

 Documents of title to goods such as shipping documents consigned to the order of Zenith 

Bank or any of its subsidiaries; 

 Letter of lien and; 

 Cash collateral 
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Collateral securities are usually valued and inspected prior to disbursement and on a regular basis 

thereafter until full repayment of the exposure. We conduct a regular review of all collateral 

documentation in respect of all credits in the Bank and specific gaps in the collateral 

documentation addressed immediately. Borrowers are required to confirm adherence to 

covenants including periodic confirmation of collateral values which are used by the Bank to 

provide early warning signs of collateral value deterioration. Periodic inspections of physical 

collateral are performed where appropriate and where reasonable means of doing so are 

available. 

The type and size of collateral held as securities for financial assets other than loans and 

advances are usually a function of the nature of the instrument. Our debt securities, treasury and 

other eligible bills are normally unsecured, but our comfort is on the issuer’s credit rating, which 

is the Federal Government of Nigeria (FGN) and other sovereigns. 

4.7 Capitalization 

Table 12 sets out details of the Bank’s credit risk capital charge by approach. 

Table 12: Credit Risk Capital Charge 

Approach Capital Charge (N’ million) 

Standardized approach 413,723 

The Bank has adopted The Standardised Approach (TSA) as prescribed by the CBN in measuring 

its credit risk requirements.  
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5 MARKET RISK 

5.1 Market Risk 

Market risk is the risk that Zenith Bank will suffer a loss to earnings and capital due to adverse 

movements in market rates or prices. 

5.2 Sources of risk 

Zenith bank has identified market risks exposures as those that arise primarily through its trading 

and market making activities. These activities include position-taking in foreign exchange and 

fixed income securities (Bonds and Treasury Bills). The objective of market risk management 

activities is to continuously identify, manage and control market risk exposure within acceptable 

parameters, while optimizing the return on risks taken. 

5.3 Management of market risk 

The bank has an independent Market Risk Management unit which assesses, monitors, manages 

and reports on market risk taking activities. The Bank enhances its Market Risk Management 

Framework on a continuous basis. The operations of the unit are guided by the mission of 

“inculcating enduring market risk management values and culture, with a view to reducing the risk 

of losses associated with market risk-taking activities and optimizing risk- reward trade-off.” 

The Bank’s market risk objectives, policies and processes are aimed at instituting a model that 

objectively identifies, measures, and manages market risk in the Bank and ensures that: 

 The individuals who take or manage risk clearly understand it; 

 The Bank’s risk exposure is within established limits; 

 Risk taking decisions are in line with business strategy and objectives set by the Board of 

Directors; 

 The expected payoffs compensate for the risk taken and; 

 Sufficient capital, as a buffer, is available to take risk. 

The Bank manages its market risk exposures in both the trading and non-trading books within the 

acceptable levels. Zenith Bank’s market risk exposures are broadly classified into: 

1. Trading market risks – These are risks that arise primarily through trading activities 

and market making activities. These activities include position-taking in foreign 

exchange and fixed income securities (Bonds and Treasury Bills). 
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2. Non-trading market risks – These are risks that arise from assets and 

liabilities that are usually on the banking books (non-trading books), but 

where the intrinsic value is a function of the movement of financial 

market parameter. 

The Naira exchange rate continues to be an important influence on consumer prices and output 

recovery.  

5.4 Measurement of Market Risk 

The Bank adopts non-VaR approaches for quantitative measurement and control of market risks 

in both trading and non-trading books. The non-VaR measurements include; Duration, Factor 

sensitivities (Pv01), Stress testing, Aggregate Open Position etc., the measured risks are 

therefore monitored against the pre-set limits daily. All exceptions are investigated and reported 

in line with internal polices and guidelines. 

Limits are set to reflect the risk appetite that is approved by the Board of Directors. These limits 

are reviewed, at least, annually or at a more frequent interval. These limits include; Net Open 

Position (NOP – for foreign exchange); Aggregate Control Limits (for securities); Management 

Action Trigger (MAT); Duration; Factor sensitivities (Pv01); Permitted Instruments and Tenor 

Limits; Holding Period and Off Market Rate Tolerance Limit. 

Stress testing is an important risk management tool that is used by the Bank as part of its 

enterprise-wide risk management. It is the evaluation of the Bank’s financial position under severe 

but plausible scenarios to assist in decision-making. Stress testing provides the Bank with the 

opportunity to spot emerging risks, uncover weak spots and take preventive action. It also alerts 

management to adverse unexpected outcomes related to a variety of risks and provides an 

indication of how much capital might be needed to absorb losses should large shocks occur. The 

Bank adopts both single factor and multifactor stress testing approaches (sensitivity and scenario 

based) in conducting stress testing within the risk areas of liquidity, foreign exchange, interest 

rate, market, and credit risks. Stress testing is conducted both on a regular and ad-hoc basis in 

response to changing financial, regulatory, and economic environment/circumstances. 

5.5 Risk mitigation 

The Bank has put the following controls in place to mitigate market risks: 

 An independent Market Risk Management Unit charged with assessment, management, 

monitoring and reporting on market risk taking activities across the Bank; 
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 Adherence to regulatory limits; 

 Establishment of internal limits which are monitored by the Market Risk Department on a 

daily basis; 

 Limits are defined and approved by the Board; 

 Foreign exchange risks are managed through basic derivative products and hedges (such 

as forwards and swaps); 

 The market risk unit advises functions / divisions responsible and carry out suitable 

corrective actions in case of identified breaches during the risk monitoring process. 

5.6 Capitalization 

Table 13 sets out details of the Bank’s market risk capital charge by approach. 

Table 13: Market risk capital charge 

Approach Capital Charge (N’ million) 

Standardized approach 6,222 

Zenith Bank has adopted The Standardised Approach (TSA) in measuring its market risk capital 

requirements. 
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6 OPERATIONAL RISK 

6.1 Operational risk 

This is the risk of loss resulting from inadequate and/or failed internal processes, people, and 

systems or from external events. 

6.2 Sources of risk 

Zenith Bank is exposed to operational risk across the breadth of its operations and banking 

activities. The various possible ways for operational risk to manifest include internal or external 

fraud, system downtime/disruption, Inadequate or failed internal processes and external events. 

6.3 Risk mitigation 

The Bank has put the following controls in place to mitigate operational risks: 

 The Operational Risk Unit conducts periodic reviews to identify and assess the operational 

risk inherent in all material products, activities, processes, and systems. 

 The Unit ensures that all business units within the Bank monitor operational risks within 

their operations in alignment with defined standards and indicators. 

 Implementation of processes to identify and track key risk indicators 

 Use of internal loss event data collection process for identification of operational risk 

events and the evaluation of the causes and impact of such event on the Bank’s operations 

and activities. 

6.4 Capitalization 

The Basic Indicator Approach (BIA) was employed in computing the Operational Risk capital 

charge for Zenith Bank, the. The Basic Indicator Approach allocates operational risk capital using 

a single indicator, gross income, as a proxy for the institution's overall operational risk exposure. 

Banks using this approach must hold capital for operational risk equal to the average of a fixed 

percentage of annual gross income over the previous three years (this percentage has been set 

at 15% by the Basel Committee). Gross income is defined as Net Interest Income (NII) plus Net 

Non-interest Income.  

There are no qualifying criteria for the Basic Indicator approach, as it is meant to be applicable by 

any Bank, regardless of its sophistication or complexity.  

The charge may be expressed as follows:  



Zenith Bank Plc – June 2023 Pillar 3 Disclosure 

34 | P a g e  

 

(𝑲𝑩𝑰𝑨) =
∑(𝑮𝑰𝟏−𝒏 𝑋  𝒂)

𝐧
 

 

Where: 

KBIA  The capital charge under the Basic Indicator Approach  

GI  Annual Gross Income, where positive, over the previous three years  

N  Number of the previous three years for which gross income is positive  

a 15%, which is set by the Basel Committee, relating the industry wide level 

of required capital to the industry wide level of the indicator 

Table 14 details the Bank’s operational risk capital charge and the approach adopted: 

Table 14 Operational risk capital charge. 

Approach Capital Charge (N’ million) 

Basic Indicator Approach 84,703 
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7 INTERNAL CAPITAL ADEQUACY AND ASSESMENT PROCESS (ICAAP) 

Zenith Bank conducts an ICAAP annually to determine a forward-looking assessment of its capital 

requirements given its business strategy, risk profile and risk appetite. 

The ICAAP provides information on: 

 Risk governance and management structure, risk management processes, strategies and 

systems; 

 Material risks and assessment of the likelihood of occurrence; 

 The results of stress testing on profitability and capital adequacy; and 

 The adequacy of current and future capital in relation to the overall risk profile. 

The Bank has established the process for embedding the ICAAP into its business practices and 

procedures. The Chief Risk Officer is responsible for implementing the ICAAP in the Bank while 

the Chief Financial Officer takes responsibility for overall direction on capital management. 

The Internal Audit team provides objective assurance to the Board on the effectiveness of the 

Bank’s ICAAP activities. The Board reviews, challenges and approves the ICAAP before 

submission in line with local regulatory requirements. 

7.1 Material Risk Identification and Assessment  

One of the key activities in the ICAAP process is the Material Risk Identification and Assessment 

(MRIA) process. The process sets out the key risks that apply to the Bank, management’s 

assessment of the residual risk exposures, and the incremental capital requirements for residual 

risk exposures. In conducting the MRIA process, the Risk Management Group carried out the 

following:  

 Mobilized the respective business units and support functions to participate in the MRIA 

exercise, coordinated and facilitated the process;  

 Identified the Bank’s inventory of material risks and updated it as relevant;    

 Defined and documented the sources of material risks identified;   

 Assigned the assessment of the risk to the responsible business unit risk owners;  

 Coordinated and collated the results of the MRIA; and  
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 In coordination with management, risk owners and other relevant personnel, reviewed and 

challenged the results of the MRIA. 

The risk definitions, sources, assessment of controls and mitigation techniques, as well as 

methodology for computation of pillar 2 capital charges are described in detail below. 

7.2 Credit Concentration Risk   

This is the risk of loss due to inadequate diversification of the loan book, creating volatile returns 

under a wide range of economic conditions.  

It refers to any single exposure or group of exposures with the potential to produce losses large 

enough (relative to a Bank’s capital, total assets, or overall risk level) to threaten the Bank’s 

financial health.  

7.2.1 Sources of risk  

It arises from significant exposure to a counterparty or group of related counterparties in the same 

economic sector. The significant exposure could be in a particular geographical region, sector, or 

individual obligor: The Bank analyses concentration along the lines of single client, industry sector 

or geographical exposure. These analyses are important in determining triggers of an impending 

liquidity crisis. 

7.2.2 Mitigation  

Zenith Bank monitors concentrations of credit risk by geographical location, industry/sector, and 

individuals on a regular basis. It has in place various portfolio concentration limits (which are 

subject to periodic review) and has defined a maximum amount an individual or counterparty may 

obtain as loan. These limits are closely monitored and reported to appropriate levels of authority 

on a regular basis.   

Our exposures to any industry or customer will be determined by the regulatory guidelines, clearly 

defined internal policies, debt service capability and balance sheet management guidelines.  

The Bank also maintains a ratings grade, which is applicable to both new and existing customers 

to allow for a meaningful distribution of exposures across grades with no excessive concentrations 

on the borrower-rating and its facility-rating scale.  

The Bank’s internal policy requires that all major accounts that are concentrated in different 

location across the nation (geography) are centrally managed at the Head office.  
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The Bank has a team of individuals with specialized competencies to manage the highly exposed 

accounts. These processes are in place to manage the bank’s concentration risk exposures.   

Our assessment of the adequacy of controls in place within the Bank coupled with the 

performance of the loan and advances informed our choice of a reasonable likelihood of 

occurrence scale rating.  

Also, we have implemented a systematic credit limits management process to enable the Bank 

to monitor its credit exposure on daily basis at country, borrower, industry, credit risk rating and 

credit facility type levels. The lending limits are further broken down into business sector limits to 

ensure the Bank is not over-exposed in any single business sector.  

7.3 Interest Rate Risk in the Banking Book   

This is the risk of loss resulting from the exposure of the Bank’s financial condition within a 

specified period to adverse movements in interest rates which are likely to affect the Bank’s 

earnings and capital base.   

7.3.1 Sources of risk  

The Bank is exposed to a considerable level of interest rate risk especially in the banking book 

which may lead to a decline in the net interest income, depending on whether the repricing gap 

is negative or positive because of fluctuations in the future cash flows of financial instruments. 

These sources include: 

 Repricing/Matching risk: which is caused by mismatches in interest rate fixation periods; 

 Yield curve risk: which is caused to by changes in the slope and shape of the yield curve; 

 Basis risk: which is caused by imperfect correlation in the adjustment of the rates earned 

and paid on different products with otherwise similar repricing characteristics; and 

 Option risk: this is primarily from options (Gamma and Vega effect) that are embedded in 

banking book positions (e.g., early redemption rights in the case of loans).  

7.3.2 Mitigation  

Zenith Bank has a significant portion of non-rate sensitive liabilities to minimize the impact of the 

exposure to interest rate risks. Also, we employ flexibility in adjustment of our lending and deposits 

rates to reflect market realities.  

The ALCO, treasury and market risk management function are jointly responsible for controlling 

the mismatch in assets and liabilities.  
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The management of interest risk against interest rate gap limits is supplemented by monitoring of 

the sensitivity of the Bank’s financial assets and liabilities to various scenarios.  

7.4 Strategic Risk    

Strategic risk is the risk of current or prospective impact on the Bank’s earnings, capital, reputation 

or standing arising from the changes in the operating environment and from adverse strategic 

decisions, improper implementation of decisions, or lack of responsiveness to industry, economic 

or technological changes. 

7.4.1 Sources of risk  

The Bank is exposed to strategic risks in its business planning activities and to strategic execution 

risk in all key operations impacted by the Bank’s strategy. The manifestation of this risk would 

arise external and internal sources. The key strategic risks affecting the Bank could be as a result 

of poorly planned and executed decisions, inadequate corporate strategy, improper analysis that 

can impact the implementation of key decisions, inability to respond promptly to business 

opportunities and changes in  customer profile, lack of responsiveness to technological, regulatory 

and industry changes, improper communication of the Bank’s strategic objectives, inability to 

recruit personnel with skills and experience required to execute strategy and lack of complete and 

accurate information. 

7.4.2 Mitigation   

Zenith Bank has put in place processes and procedures to ensure that the right models are 

employed and appropriately communicated to all decision makers on issues relating to strategic 

risk management. The Strategy and Risk Management Units periodically review and update the 

Strategic Risk Universe to take account of changing circumstances, new management strategies 

and potential risks. 

Our performance is measured against strategic plans and budgets and closely monitored on a 

regular basis. A financial review is presented to the Board at each Board Meeting. Also, we have 

set limits for our lending activities to ensure that an acceptable ratio is maintained between 

customer deposits and lending. 

7.5 Liquidity Risk  

Liquidity risk is defined as the risk to earnings and capital arising from the Bank’s inability to meet 

its obligations when they become due, without incurring unacceptable losses.   
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7.5.1 Sources of risk  

Liquidity risk may arise from funding concentration, where a significant depositor or class of 

depositors withdraw their funds from the Bank without sufficient notice. The deterioration in the 

quality of the credit portfolio, or the inability of the Bank to sell out of a position or dispose of an 

asset without incurring significant losses can all create liquidity risk.  

Considering the liquidity crisis that companies are facing around the world today due to the global 

pandemic, the issue of perpetually maintaining an adequate level of liquidity cannot be 

overemphasized.   

The contractual maturity gapping summary depicts the business-as-usual scenario of our liquidity 

profile. The Bank has evaluated that the key assumption, based on the outright liquidation of its 

current and demand deposit accounts within a day, to be highly improbable.  

7.5.2 Mitigation   

Zenith Bank has implemented a comprehensive liquidity risk management framework that 

ensures that adequate liquidity, including a cushion of unencumbered and high-quality liquid 

assets is always maintained.  

ALCO is charged with monitoring and management of the Bank’s liquidity risk exposures on a 

regular basis.  

As part of the management of liquidity risk arising from financial liabilities, the Bank holds liquid 

assets comprising cash and cash equivalents, and debt securities issued by sovereigns, which 

can be readily sold to meet liquidity requirements. In addition, we have adequately diversified our 

funding structure and access to funding sources. We also continue to maintain committed credit 

lines that can be drawn in case of liquidity crises.    

In addition, the Bank has implemented system and processes to effectively stimulate and predict 

the behavioral gapping summary which depicts the interaction of its assets and liabilities.    

In alignment with the Bank’s annual internal liquidity adequacy assessment process, our 

regulatory liquidity ratios and buffers have been comfortably above regulatory requirements and 

industry average. We expect that the ratios remain so on a forward-looking basis.   

Furthermore, we have put in place ample credit lines and other credible actions necessary to 

mitigate against the crystallization of liquidity risk within the Bank.  
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7.6 Group Risk  

This is the risk of loss from activities or operating performance of local and foreign subsidiary 

entities may impact negatively on the capital of Zenith Bank.   

7.6.1 Sources of risk   

Zenith Bank has some subsidiaries operating in different countries across the globe; in UK, 

Ghana, Sierra Leone, and Gambia and some are in Nigeria.  

This risk could arise from change in regulatory or political environment and requirements of 

subsidiaries that may lead to loss of operations or greatly reduce the operating performances of 

the subsidiaries.  

7.6.2 Mitigation   

On a regular basis, Zenith Bank carries out risk analysis process to assess the risk associated 

with its subsidiaries. The activities of the foreign subsidiaries are governed by structures put in 

place by the Group Head Office to ensure efficient and effective operations. The governance 

framework establishes the scope, method of performance management, periodic reviews, and 

feedback mechanism for operating within the local laws in their jurisdiction.  

The activities of the subsidiaries are closely monitored by Zenith Bank Plc. The Bank also has a 

Foreign Subsidiaries Department. The Department serves as an interface between Zenith and its 

offshore subsidiaries; it also provides guidance on optimization of synergy within the Group. The 

Internal Control & Audit Department conducts an annual audit of each of the offshore subsidiaries 

in line with the Annual Audit Program. 

The Bank appointed senior management staffs to function as the Executive Director of each 

subsidiary while other key staffs are seconded to assist in the supervision of critical departments 

of the subsidiaries. The objective of this management structure is to ensure that the core values 

and principles of the Zenith Bank brand are seamlessly instilled across subsidiaries.  

On a regular basis, Zenith’s subsidiaries provide monthly and quarterly reports on their business 

and operational activities. The reports cover the subsidiaries’ financial performance, risk 

assessment, regulatory and compliance matters amongst others. Furthermore, the Managing 

Directors and senior management team of the respective Subsidiaries of the Bank attend the 

annual Group’s Performance & Strategy Review/Budget Session during which their performances 

are analyzed, and recommendations made towards achieving continuous improvement.  
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7.7 Regulatory Compliance Risk   

This is the risk that the Zenith Bank will either deliberately or otherwise, provide inaccurate returns 

or fail to comply with regulatory pronouncements, laws and/or regulations, thereby resulting in 

adverse consequences for the Bank. 

7.7.1 Sources of risk   

This risk arises from failure to meet regulatory requirements, inaccurate rendition of regulatory 

returns, failure to meet regulatory deadlines and other relevant compliance obligations.  

7.7.2 Mitigation   

To ensure that this risk does not crystalize, the Internal Control, Compliance and Audit Group of 

the Bank ensures compliance with and assesses the effectiveness of the measures in place to 

adhere to applicable regulatory pronouncements and requirements.  

We have designated the role of Chief Compliance Officer at the management level at the head 

office and we also have zonal compliance officers for the six geo-political zones in the country. 

The compliance department centrally handles information gathering, disclosure and exchange of 

information. The team ensure enforcement and monitors adherence to relevant internal and 

external policies. At all times, it ensures that the Bank’s compliance universe is up to date and all 

parties are aware of their responsibilities.  

We ensure regular training and awareness program for every employee of the Bank. Also, 

relevant staff are mandated to attend all trainings stipulated by CBN and other regulatory bodies.   

7.8 Fraud Risk 

This is the risk that the management and employees of Zenith Bank (individually or in collusion) 

or external parties may commit fraud or illegal acts which could cause damage to the Bank’s 

reputation and erode earnings.   

7.8.1 Sources of risk   

Due to the size and complexities of our operations and activities, Zenith Bank Is exposed to fraud 

risk, both from external and internal parties. Employees of the Bank could perpetuate 

unauthorized activities such as theft, deliberate suppression of transactions, intentional 

mismatching the Bank’s assets or liabilities, use of wrong market indices to create false 

impression of a gain and profits in the Bank’s books.  
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Additionally, the external sources of fraud include the falsification of documents by customers and 

other relevant third parties. 

7.8.2  Mitigation   

We closely monitor and promptly report fraud and forgery incidences. Also, we ensure 

segregation of duties in assigning tasks and responsibilities, such that instances where a single 

person starts and ends any process are limited and curtailed. There are different levels of approval 

with individual business units.   

7.9 Reputational Risk   

Reputational risk arises when situations, occurrences, business practices or events have the 

potential to influence stakeholders’ perceived trust and confidence materially and negatively in 

the Bank.  

7.9.1 Sources of risk  

The sources of reputational risk to the Bank include wrong perception by stakeholders of 

instances of impropriety or fraud, not living up to stakeholder expectations about acting as a 

responsible corporate citizen, accountability, and sustainability.  

In addition, unfair treatment of customers by bank officials and non-compliance with trading 

standards, codes of practice and local laws will have a detrimental effect on the Bank’s reputation.  

7.9.2 Mitigation  

The Board and management of the Bank ensures strict compliance with regulatory standards by 

investing in the training and capacity building of staff in the risk and compliance functions and 

ensuring that the Bank is on top of its corporate responsibilities.    

Most importantly, the Board and management set the right tone for ethical values. All staff are 

aware of the Bank’s ethical practices and are mandatorily required to sign the code of conduct 

form. 

7.10 Information Technology Risk  

This is the probability that a given threat will exploit vulnerabilities of an IT asset and thereby 

causing harm to the Bank’s operations and activities. 
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7.10.1 Sources of risk  

The sources of this risk include uncoordinated IT strategy and failure of the Bank’s IT projects to 

deliver the desired change. The failure of the IT assets to prevent and/or detect breaches in data 

protection and information privacy, poor performance as well as obsolesce and emergence of 

more updated versions of information systems are key sources of IT risk to Zenith Bank. 

7.10.2 Mitigation   

The Board and Executives have adequate oversight on Information Technology (IT). The IT 

Steering Committee is responsible for amongst others, development of corporate information 

technology (IT) strategies and plans that ensure cost effective application and management of 

resources throughout the Bank.  

The Bank has put in place measures such as conduct of independent IT audits to guard against 

potential failures and to protect the Bank’s network. Also, processes are in place to ensure that 

data is adequately backed up and replicated to disaster recovery servers.  

 Our internal auditors are charged with monitoring of the effectiveness of systems and controls. 

The Risk Management function ensures frequent review of risk controls to ensure safety of our 

data and privacy.  

7.11 Cyber Security Risk  

Cyber risk is defined as likelihood of financial loss, disruption, or damage to the reputation of the 

Bank as a result premeditated attacks leading to failure of its information technology systems. 

7.11.1  Sources of risk  

The attacks on the Bank’s digital banking platforms by hackers are also a major source of this 

risk. Furthermore, unrestricted access and the breach in data protection and privacy of information 

of the Bank and its customers are key sources of Cyber risks.   

7.11.2  Mitigation  

The Board and executives charged with responsibilities for cyber and IT in banks clearly 

understand the cyber vulnerabilities across their banking groups and have put in place effective 

bank-wide responses to them.   

The Bank has installed malwares to protect its network and guide against security threats from 

hackers and unwarranted intruders etc. Also, processes are in place to ensure that data is 

adequately protected and backed up.  
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Our internal auditors are charged with monitoring of the effectiveness of systems and controls. 

The risk management function ensures frequent review of risk controls to ensure safety of our 

data and privacy.  

7.12 Business Risk  

This is the probability that value will be lost through the selection of specific business directions 

or through changes to Zenith Bank’s overall business model.  

It is the risk that the Bank will fail to meet its performance target or produce enough cash flow to 

maintain its operations resulting in a negative impact on the Bank’s operating results and financial 

conditions.  

7.12.1 Sources of risk  

The Bank is exposed to business risk in all its operations. The risk could manifest because of 

ineffective or inadequate corporate strategy, types of customers/sources of business (market 

segments), types of products, adverse impact of external factors including interest rate, inflation, 

regulations, government policies, adverse regulatory directives, wars, and natural disasters that 

could adversely affect the Bank’s ability to meet its financial target and performance metrics. 

7.12.2 Mitigation   

On a regular basis, the Managing Director and senior management team participate in 

performance & strategy review and Budget session to analyze the performances and identify gaps 

in achievement of initiatives of the Bank and its subsidiaries. In addition, valuable 

recommendations are proffered towards achieving continuous improvement in financial, social, 

and environmental performance.  

7.13 Legal Risk  

Legal risk is defined as the risk of loss due to defective contractual arrangements, legal liability 

(both criminal and civil) incurred during business activities and operations.  

This is the risk that legal action will be taken on the Zenith Bank because of the Bank or its 

representative i.e., Board, Management and employees' actions and inactions, products, 

services, or other events.  

7.13.1 Sources of risk  

The Bank is exposed to legal risk as a result unenforceable contract rights, recovering debts or 

obligations owed to the Bank, foreclosing on property in which the Bank holds an ownership 
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interest, recovering damages caused by employees or third parties, allegations of errors, 

omissions, violations of law, damages and personal injury caused by the Bank, its management, 

or staff. Other sources of legal risk to the Bank includes employee liabilities and non-compliance 

with environmental laws etc.  

7.13.2 Mitigation  

Zenith Bank manages legal risk by monitoring new legislation, creating awareness of legislation 

among employees, identifying significant legal risks as well as assessing the potential impact of 

these risks.  

Furthermore, the conduct of appropriate product risk review and management of contractual 

obligations via well documented Service Level Agreements and other contractual documents has 

enhanced the Bank’s capabilities to effectively manage this risk.  

7.14 Ratings Downgrade Risk  

This is the risk of financial loss triggered by a downgrade to the Bank's credit rating or its debt 

securities' ratings and thereby resulting in increased cost of funding. This risk also includes the 

possibility of credit rating downgrade of the Bank’s customer/customers. 

7.14.1 Sources of risk  

The sources of downgrade risk to the Bank include a downgrade of the Bank's own credit rating 

resulting in the Bank paying more for wholesale funding. Changes in the Bank’s ratings will 

characteristically influence entities who have a significant amount of funds in the Bank e.g., 

corporate customers. A downgrade may cause customers to demand for higher interest rates 

leading to tight margins for the Bank and subsequently, less profit.  

Furthermore, downgrade of credit rating of a customer/customers for which Pillar 1 credit risk 

capital charge is based would lead to increased provisions, thereby reducing interest income of 

the Bank.  

7.14.2 Mitigation  

Zenith Bank continues to put in place strategies aimed at building its brand as a reputable 

international financial institution recognized for innovation, superior performance while creating 

premium value for all stakeholders. Furthermore, we also keep track of the rating agencies watch 

list, monitors the customers’ performance, and creates an internal watch list. 
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7.15 Model Risk 

Model risk is the risk of adverse consequences (e.g., financial loss, poor business or strategic 

decisions, reputational damage) arising from decisions based on incorrect or misused model 

outputs. 

7.15.1 Sources of risk 

The sources of Model risk to the Bank includes risks arising from the Bank’s Risk Rating Models, 

Valuation and ECL Models. Errors from these models could lead to material misstatement of the 

Bank’s impairment and financial assets or liabilities. 

7.15.2 Mitigation 

Zenith Bank continues to put in place trainings session to build capacity for relevant model users 

and stakeholders regularly and the Bank also subjects models to audits and validation processes 

with sign-off and approval before adoption. 

The Bank has a model risk management policy which sets out its model risk management 

process; Version control management has been put in place and there is limited access to the 

Bank’s models to protect against accidental or unauthorized changes. Hence, only approved staff 

can alter a model’s code/parameters.  

The Bank has ensured proper retention and safekeeping of model inputs, documentations, 

results, and validation reports. 

In addition to the above, the Bank also outsources the external validation of its models to 

recognized model experts. 
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8 LIQUIDITY RISK 

8.1 Liquidity risk 

Liquidity risk is the potential loss arising from the Group’s inability to meet its obligations as they 

fall due or its inability to fund increases in assets without incurring unacceptable cost or losses. 

Liquidity risk is not viewed in isolation, because financial risks are not mutually exclusive and 

liquidity risk is often triggered b consequences of other bank risks such as credit, market, and 

operational risks. 

8.2 Internal Liquidity Adequacy Assessment Process (ILAAP) 

According to the European Banking Authority (EBA), ILAAP means the process for identification, 

measurement, management, and monitoring of liquidity risk implemented by the institution. 

The ILAAP is a process that aims for Board awareness of the overall liquidity risk framework and 

that concludes regarding the bank’s liquid resources adequacy. 

8.2.1 Purpose of the ILAAP 

The ILAAP has the following objectives: 

 Board awareness: information to the Board of liquidity management framework, and the 

liquid resources adequacy. 

 Liquid resources adequacy: assess the liquidity needs and the available liquidity in 

business as usual as well as in stress situations. 

 Documentation of the overall liquidity framework: demonstrate the robustness and 

comprehensiveness of the liquidity risk framework (identification, management, 

measurement, mitigation, and reporting) 

8.2.2 The scope of application of the ILAAP 

The Bank’s ILAAP document is prepared in line with the requirements of the CBN Guidelines on 

Liquidity Risk Management and ILAAP and other accompanying liquidity frameworks. It covers 

both qualitative and quantitative elements of the Bank’s liquidity risk management practices. 

The qualitative elements describe the liquidity risk governance structure, strategies, procedures, 

appetite, and other measures implemented by the Bank. 

The quantitative elements include limits, appetite, risk metrics and ratios, stress testing etc. 
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8.2.3 Sources of liquidity risk and materiality assessment 

Zenith Bank’s Liquidity Risk Management Framework considers all sources and uses of liquidity 

and seeks to optimize the balance sheet by balancing the trade-off between liquidity risk on the 

one hand and cost or profitability on the other. This optimization process is managed by taking 

cognizance of: 

 Bank contractual maturity mismatch between assets and liabilities. 

 The business-as-usual (BaU) mismatch arising from normal market conditions. 

 The stress-mismatch or stress funding requirement likely to arise from a continuum of 

plausible stress liquidity scenarios. 

 The quantum of stress funding sources available to meet a scenario-specific stress 

funding requirement. 

Table 15 summarises the Bank’s liquidity risk drivers, materiality assessment and the mitigation 

techniques in place. 

Table 15: Liquidity risk drivers and materiality assessment 

S/N Liquidity Risk Drivers 
Definition /Materiality 

Assessment 
Mitigation 

1 Non-Marketable Asset Risk These are typically securities that 

are difficult to buy or sell because 

they are not traded on any normal, 

major secondary market 

exchanges. Corporate term loans, 

overdraft accounts short term 

facilities, sundry loan & assets 

 

Materiality assessment - Material 

These assets can be monetized 

and then sold as covered bonds in 

foreign markets as this product is 

not currently trading in Nigeria. 

2 Wholesale Funding Risk This is the risk of wholesale 

funding being withdrawn or not 

rolled over upon maturity. Legal 

entities, sole proprietorships or 

partnerships, Government and 

Financial institutions. 

 

Materiality assessment - Material 

The Bank would continue to 

maintain a good relationship with 

counterparties as this would play 

an important role when assessing 

the speed of outflow in the event 

of a liquidity crisis. 
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S/N Liquidity Risk Drivers 
Definition /Materiality 

Assessment 
Mitigation 

3 Retail Funding Risk This is the risk of retail deposits 

being withdrawn or not rolled over 

upon maturity. Individual 

Consumer deposits 

 

Materiality assessment - Material 

The Bank would continue to 

maintain a good relationship with 

depositors through excellent 

customer service and value 

creation as this would play an 

important role when assessing the 

speed of outflow in the event of a 

liquidity crisis. 

4 Intra-day Funding Risk This is the risk that the Bank 

would not have sufficient liquidity 

to meet its intra-day liquidity 

requirements in response to 

changes in collateral and cash 

payment requirements. N/A 

 

Materiality assessment – Not 

Material 

The Treasury team is responsible 

for ensuring that the Bank always 

has sufficient intraday liquidity to 

meet any obligations it may have 

in the clearing and settlement 

systems. In addition, net daily 

funding requirements are forecast 

by estimating daily rollovers and 

withdrawals and managing the 

funding pipeline of new deals. 

5 Intra-group Funding Risk This is the liquidity risk that the 

firm might incur because of 

cessation of funding from, or of 

the need to provide funding to, 

other group members. 

Takings/placements from and with 

subsidiaries. 

 

Materiality assessment - Material 

The Bank would continually take 

and place foreign currencies in its 

subsidiaries to meet FX 

obligations, mitigate its foreign 

exchange risk thereby also 

improving liquidity of subsidiaries. 

6 Off Balance Sheet Risk The impact on a bank’s cash flows 

from the triggering of contingent 

obligations, including 

commitments, acceptances, un-

drawn facilities, and revolving 

credit facilities. Growing size of 

the derivative book/credit 

contingents. 

 

Materiality assessment - Material 

The off-balance sheet liquidity risk 

is limited to performance 

guarantees, bonds, forwards, 

swaps and repurchase 

agreements. So, the liquidity risk 

is limited to the ability of the 

clients’ performance against these 

off-balance sheet transactions. 
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S/N Liquidity Risk Drivers 
Definition /Materiality 

Assessment 
Mitigation 

7 Cross-Currency Risk The ability of the firm to meet its 

liquidity requirements across the 

different currencies in which it 

operates. Domiciliary Deposit 

 

Materiality assessment – Material 

 

 

 

Most foreign exchange 

transactions are borrowed and/or 

lent to customers in the same 

currency. The currency risks are 

therefore with the borrower. 

Regarding liquidity, the foreign 

currency loans are mainly made 

to clients that are receivers of 

foreign currency. The repayment 

terms and conditions for the 

Loans and Advances are 

matched to eliminate any timing 

differences and currency 

repayment mismatch positions. 

8 Marketable Assets Risk Ability to derive funding from the 

marketable assets (e.g., bonds) in 

a timely manner through either 

repo or sale. Liquid assets 

 

Materiality assessment - Material 

The liquidity risk associated with 

these assets is limited as there 

are counterparties and CBN that 

will facilitate transactions to 

provide liquidity against the 

marketable securities through 

direct purchases or taking the 

assets as 

security for funding in the form of 

repurchase agreements. 

9 Funding Concentration Risk Degree of diversification in the 

liquidity resources and potential 

stress points. 

 

Materiality assessment - Material 

The Bank analyses concentration 

along the lines of single client, 

industry sector or geographical 

exposure. 

This is important to determine the 

trigger that could be an 

identification of an impending 

liquidity crisis. 

10 Franchise Viability Assessment of the level of liquidity 

required to maintain its core 

business franchise under stress. 

N/A 

Materiality assessment – Not 

Material 

Not applicable 
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8.2.4 Liquidity Risk Management and monitoring 

Liquidity Risk Management reports are prepared by RMG on a periodic basis to assess the 

adequacy and completeness of the risk management process. Risk management reports are 

produced for the Bank as a whole and according to business unit, risk segment, geography and 

product or service group. The objective is to enable decision-makers to evaluate risk management 

performance monthly, weekly, daily, or even in real time, as the nature of the risks and 

circumstances dictate. 

8.3 Liquidity coverage ratio (LCR) 

The Liquidity Coverage Ratio (LCR) is introduced to improve the short-term resilience of the 

liquidity risk profile of institutions, requiring them to hold a buffer of “high quality” liquid assets 

(HQLA) to match net liquidity outflows during a 30-day period of stress. 

The standard aims to ensure that a bank has an adequate stock of unencumbered HQLA that 

consists of cash or assets that can be converted into cash at little or no loss of value in private 

markets, to meet its liquidity needs for a 30-calendar day liquidity stress scenario. 

The LCR has two components: 

a) value of the stock of HQLA in stressed conditions; and 

b) total net cash outflows calculated according to the scenario parameters outlined below. 

Table 16: Liquidity Coverage Ratio 

  N’ million 

1 Total qualifying high-quality liquid assets 5,061,089 

2 Total net cash outflow 2,147,618 

3 Liquidity Coverage Ratio (LCR) 235.66% 

4 Regulatory limit3 100% 

5 LCR Buffer 135.66% 

Zenith Bank maintains a portfolio of HQLA to ensure compliance with requirements to honor any 

commitments due in the next 30 days. 

                                                
3 CBN Guidelines on LCR  
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8.4 Net Stable Funding Ratio (NSFR) 

The NSFR guides the Bank in adopting more stable sources of funding over a longer-time horizon. 

It defines the amount of available stable funding (ASF) relative to the required stable funding 

(RSF) over a 1-year time scale. 

The ASF is defined as the portion of capital and liabilities expected to be reliable over the time 

horizon considered by the NSFR, which extends to one year. The RSF calculation is a function of 

the liquidity characteristics and residual maturities of the various on-and off-balance sheet assets 

specific to the Bank. 

Table 17 Net Stable Funding Ratio (NSFR) 

  N’ million 

1 Available amount of stable funding 13,918,217 

2 Required amount of stable funding 16,558,521 

 Net Stable Funding Ratio (NSFR) 136.56% 

3 Basel limit4 100% 

4 NSFR Buffer 36.56% 

Zenith Bank maintains adequate level of available amount of stable funding to meet its required 

amount of stable funding over the next 12 months. 

8.5 Overview of Zenith Bank’s Contingency Funding Plan 

8.5.1 Objective. 

Contingency Funding Plan (CFP) addresses an institution’s strategy for handling liquidity crises. 

Zenith Bank’s CFP sets out the plan of action it would use to fund business activity in crisis 

situations and periods of market stress. It describes procedures for managing (and making up) 

cash flow shortfalls in stress situations. Effective CFPs are built upon the output of stress tests 

and scenario analysis. 

Liquidity crises can occur both from internal as well as external events and the plan shall 

comprehensively address all the related contingencies. The Bank has created a structured 

funding program that will aid in liquidity management based on its own experience and the 

international practices in asset liability and liquidity management. 

                                                
4 Basel Guidelines on NSFR  
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8.5.2 Scope. 

The CFP outlines a list of potential risk factors, key reports and metrics that are reviewed on an 

ongoing basis to assist in assessing the severity of and managing the liquidity crisis and/or market 

dislocation. The CFP also describes in detail the Bank’s potential responses if its assessments 

indicate that the Bank has entered a liquidity crisis, which include pre- funding for what the Bank 

estimates will be its potential cash and collateral needs as well as utilizing secondary sources of 

liquidity. 

Mitigants and action items to address specific risks which may arise are also described and 

assigned to individuals responsible for execution. The CFP identifies key groups of individuals to 

foster effective coordination, control, and distribution of information, all of which are critical in the 

management of a crisis or period of market stress. The CFP also details the responsibilities of 

these groups and individuals, which include making and disseminating key decisions, 

coordinating all contingency activities throughout the duration of the crisis or period of market 

stress, implementing liquidity maintenance activities, and managing internal and external 

communication. 

8.5.3 Conducting CFP tests 

The Treasury and the RMG conduct regular stress tests to analyse the effectiveness of the CFP. 

In capturing the essence of stress scenarios in CFP, the Bank has segregated the category of 

stress tests into two classes which are as follows: 

 Market wide stress 

 Zenith Bank specific stress 

The results of these tests are forwarded to the ALCO for review and actions. 
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9 EQUITY POSITION: DISCLOSURE FROM THE BANKING BOOKS 

Zenith Bank uses valuation techniques based on whether the inputs to those valuation techniques 

are observable or unobservable. Observable inputs reflect market data obtained from 

independent sources; unobservable inputs reflect the Bank’s market assumptions. 

These two types of inputs have created the following fair value hierarchy. 

1. Level 1: Quoted prices (unadjusted) in active markets for assets and liabilities. 

2. Level 2: Inputs other than quoted prices included within level 1 that are observable for the 

asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices). 

3. Level 3: Inputs for the asset or liability that are not based on observable market data 

(unobservable input). 

The Bank considers relevant and observable market prices in its valuations where possible. 

Where available, the fair value of assets (such as loans and advances) is based on observable 

market transactions. 

Where observable market transactions are not available, the fair value is estimated using 

valuation models such as discounted cash flow techniques. Inputs into the valuation techniques 

include expected lifetime credit losses, interest rates, prepayment rates, primary origination, or 

secondary market spreads. 

The fair value of liabilities (such as deposits) is estimated using the discounted cash flow 

techniques, applying the rates that are offered for depositors of similar maturities and terms. 

9.1 Level 3 fair value measurements 

9.1.1 Unobservable inputs used in fair value measurement. 

Table 18 sets out information about significant unobservable inputs used at 30 June, 2023 and 

31 December, 2022 in measuring financial instruments categorized as level 3 in the fair value 

hierarchy   
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Table 18: Unobservable inputs used for level 3 fair value measurements. 

Type of 

financial 

instrument 

Fair value as at June 

30, 2023 

Valuation 

technique 

Significant 

unobservable input 

Unquoted equity 

investment 

N4.82 billion Equity DCF model -Cost of equity. 
 

-Terminal growth 

rate. 

9.1.2 The effect of unobservable inputs on fair value measurements 

Although the Bank believes that its estimates of fair value are appropriate, the use of different 

methodologies or assumptions could lead to different measurements of fair value. For fair value 

measurement in Level 3, changing one or more of the assumptions would have the following 

effects. 

Table 19: Effect of unobservable inputs on fair value measurements 

In millions of Naira The lowest and highest values if the 

cost of equity and terminal growth rate 

decrease or increase by 1% and 0.25% 

respectively 

 Lowest 

Value 

Highest 

Value 

Actual 

Value 

FMDQ 2,224 2,402 2,041 

NIBSS 1,808 2,077 1,935 

UPSL 464 558 507 

AFREXIM 275 292 284 

 

Table 20 shows the effect of changes in cost of equity and terminal growth rate on other 

comprehensive income 
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Table 20: Effect of changes in cost of equity and terminal growth rate on OCI 

In millions of Naira 30 June 

2023 

31 December 

2022 

Effect of 1% decrease in cost of equity and 0.25% increase in 

terminal growth rate 

561 4,897 

Effect of 1% increase in cost of equity and 0.25% decrease in 

terminal growth rate 

4 (4,394) 
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10 RENUMERATIONS 

10.1 Remuneration policy 

Zenith Bank ensures that remuneration paid to its directors complies with the provisions of the 

Code of Corporate Governance issued by its regulators. 

In compliance with section 34(5) of the Code of Corporate Governance for public companies as 

issued by the Securities and Exchange Commission (SEC), the Bank makes disclosure of the 

remuneration paid to its directors as follows: 

Table 21: Directors renumerations 

Type of package Fixed Description Timing 

Basic salary Part of gross salary package for 

executive directors only. Reflects the 

Banking industry competitive salary 

package and the extent to which the 

Bank's objectives have been met for the 

financial year. 

Paid monthly during 

the financial year. 

Other allowances Part of gross salary package for 

executive directors only. Reflects the 

Banking industry competitive salary 

package and the extent to which the 

Bank's objectives have been met for the 

financial year. 

Paid monthly during 

the financial year. 

Productivity bonus Paid to executive directors only and tied 

to performance of the line report. It is 

also a function of the extent to which 

the Bank's objectives have been met for 

the financial year. 

Paid annually in 

arrears 

Director fees Paid annually on the day of the annual 

general meeting (AGM) to non-

executive directors 

Paid annually on the 

day of the AGM 
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Sitting allowances Allowances paid to non-executive 

directors only, for attending board and 

board committee meetings. 

Paid after each 

meeting 

Table 22: Director’s emoluments 

Emoluments 30-Jun-23 

(N' Million) 

30-Jun-22 

(N' Million) 

Executive compensation 2,204 1,157 

Fees and sitting allowances 70 67 

Retirement Benefit Cost 5 5 
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CONTACTS 

Additional information or enquiries relating to the Bank’s disclosure report can be directed to: 

Name: 

Designation: 

Office address: 

Telephone: 

Email address: 

 

Name: 

Designation: 

Office address: 

Telephone: 

Email address: 

 

 

 

 

 


