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Corporate Governance Report

This report details the salient aspects of the governance framework of the Cenltral Bank of Lesotho (the Bank). The Bank is committed to
ensuring that its policies and practices comply with the highesl standards of corporale governance. The Board of Direclors of the Bank are
commilted to ensuring that the Bank adheres to the principles of accountability, transparency and integrity in all its dealings and interactions
with all its slakeholders.

Report for the year

The Bank has a unilary Board which comprises five (5) Non-Executive Directors and three Executive Directors, The Non-Execulive Directors
are independent of management and free of any business or other relationship with the Bank that could materially affect their unfeltered and
independent judgement in the exercise of their fiduciary duties,

The Governor is the Chairperson of the Board and sets its tone. She is responsible for the effective organisation and r:onducl of the Board's

affairs. She builds and maintains an effective working relationship wilh all Board Members, and encourages robust and conslructive debate, as
well as equal participation in all deliberations of the Board.

The Board is collectively responsible for the execulion of the mandate of the Bank as enshrined in the Central Bank of Lesotho Act No.2 of
2000 (the Act). The Board sets the Bank's Strategy, oversees management, and provides leadership for the successful execution of the
slatutery mandate and for the long term suslainability and success of the Bank,

In order to assist the Board in carrying out its responsibilities, the Board has established the Audit Commillee, the Risk and IT Governance
Commiltee, and the Human Resources and Remuneration Committee. These Commiltees have prescibed charters i1 terms of which they
undertake their respective roles as delegaled by the Board. Matlers reviewed by these commillees on behalf of the Beard are referred to the

Board for decision with clear recommendations. Furlhermore, each committee provides reports to the Board on the matlers that it dealt with
pericdically.

Apart from Lhese commiltees, there is an Executive Committee, which comprises of the Governor, Depuly Governors and Heads of
Depariments and also acts wilh delegated autherity from the Board, The Execulive Commillee is responmb!e for the day to day operalcons of
the Bank. This commillee also provides reports to the Board pericdically.

The Board is responsible lo facilitale an induction programme for members of the Board upon appointment through the Board Secretary. The
Board Secretary also plays an aclive role to provide regular lraining to capacilate the Board as a whole on issues of central banking and

corporale governance trends in order to enhance its efficiency. In addition, the Board also has access o the services and advice of the Board
Secretary.

In line with Section 13 (2) of the Act, which requires the Board to meel as frequently as possible and not less than orice in two months, the
Board of Directors convened nine (9) meelings during the 2015 financial period.

@’T}}e—b\k%f >

Mr N Rantsane

Director of Corporate Affairs

Secretary to the Board
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Directors' Responsibilities and Approval

The directors are required in terms of the Cenlral Bank of Lesotho Act No.2 of 2000 to maintain adequate accounting records and are
responsible for the contenl and integrity of the annual financial slatements and related financial information included in this report. It is their
respansibility to ensure that the annual financial statements fairly present the state of affairs of the Bank at the end of the financial year and Lhe
resulls of its operalions and cash flows for the year ended December 31, 2015, in conformity with the Central Bank of Lesotho Act No.2 of 2000
and according lo Ihe policies set in note 1 of the annual financial stalements The external audilors are engaged to express an independent
opinion on the annual financial slatements.

The annual financial statements are prepared in accordance with the Cenlral Bank of Lesalho Act No.2 of 2000 and according to the policies
sel in note 1 of the annual financial slalements and are based upon appropriate accounling policies consistently app ied and supported by
reasonable and prudent judgemenis and estimates consistently applied.

The Directors acknowledge that they are ullimately responsible for the system of internal financial control established ty the Bank and place
considerable importance on maintaining a strong control environment. To enable the directors to meel these responsibililies, the Board of
Directors sets standards for internal control gimed at reducing the risk of error or loss in a cost effeclive manner. The standards include the
proper delegalion of respansibilities within a clearly defined framework, effective accounting procedures and adequate sizgregation of duties to
ensure an acceplable level of risk. These conlrols are monitored throughout the Bank and all employees are required to maintain the highest
ethical standards in ensuring lhe Bank’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus
of risk management in the Bank is on identifying, assessing, managing and monitoring all known forms of risk across the Bank. While operating
risk cannot be fully eliminated, the Bank endeavours to minimise it by ensuring thal appropriate infrastructure, conlrols, systems and ethical
behaviour are applied and managed within predetermined procedures and constraints.

The Directors are of the opinion, based on the information and explanations provided by management, lhat the system of internal control
provides reasonable assurance thal the financial records may be relied on for the preparation of the annual financial statements. However, any
system of internal financial control can provide only reasonable, and not absolule, assurance against material misstatement or loss,

The annual financial stalements have been prepared on a going concern basis, and the Direclors have every reason (o believe that the Bank
has adequate resources in place to continue in operation for the foreseeable fulure.

The annual financial statements were approved by the Board of Directors on March 29, 2016 and are signed on ils behalf by:

Dr. R.A, Matlanyane Mr S.Malebanye \j
Governor Director




Deloitte

INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF CENTRAL BANK OF LESOTHO

Report on the Annual Financial Statements

We have audited the financial statements of the Central Bank of Lesotho, set out on pages 8 to 52 which comprise the
statement of financial position as at 31 December 2015, the statement of profit or loss and other comprehensive income,
the statement of changes in equity and the statement of cash flows for the year then ended, and the notes, comprising a
summary of significant accounting policies and other explanatory information.

Directors’ Responsibility for the Financial Statements

The Bank'’s directors are responsible for the preparation and fair presentation of these financial statements in accordance
with the accounting policies described in note 1 to the financial statements and the requirements of the Central Bank of
Lesotho Act No. 2 of 2000, and for such internal control as the directors determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Central Bank of
Lesotho as at 31 December 2015, and its financial performance and its cash flows for the year then ended in accordance
with the accounting policies described in note 1 to the financial statements and the requirements of the Central Bank of
Lesotho Act No. 2 of 2000.

Report on Other Legal and Regulatory Requirements

The annual financial statements have been prepared in accordance with the requirements of the Central Bank of Lesotho
Act No. 2 of 2000 and in compliance with the Income Tax Order of 1993 and Value Added Tax number 9 of 2001, in all
material respecis.

As part of our audit of the financial statements for the year ended 31 December 2015, we have read the Directors’ Report
for the purpose of identifying whether there are material inconsistencies between this report and the financial statements.
The Directors’ Report is the responsibility of the directors. Based on reading this report we have not identified material
inconsistencies between the report and the audited financial statements. However, we have not audited this report and
accordingly do not express an opinion on it.

]

D(.’..\u.\‘le, ¥ Towela Lé;/ ( Al

Deloitte & Touche LETACC

Registered Auditors Firm of Chartered Accountants and Auditors
Per Stephen Munro Per Letuka Sephelane

Partner Partner

29 March 2016 29 March 2016
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Directors' Report

The Directors present their annual report, which forms part of the audited annual financial statemenls of the Central Bank of Lesotho, for the
year ended December 31 2015.The annual financial stalements are expressed in Maloli, the national currency of Lesotho and the functional
currency of the Bank that is at par with South African Rand.

1. Review of activities
Nature of business

The Bank is consliluted and governed by the Central Bank of Lesotho Acl No. 2 of 2000 (the Act). In terms of this Acl, the Bank's primary
objective is the achievement and maintenance of price stability.

Financial results

The Bank has chosen to use International Financial Reporling Standards (IFRS) as a guide in deciding on the most ‘appropriate’ accounting
policies to adopt and as a model for the presentation and disclosure framework followed in its annual financial statements. However, the Act
takes precedence over IFRS in areas where there are conflicts between the Act and IFRS. As a result certain criteria set out in IFRS have not
been followed where appropriate.

The financial results of the Bank are set out in the statement of profit or loss and other comprehensive income on page 9. The residual profits,
after a transfer of the foreign exchange currency iranslation to the designated foreign currency translalion reserves, and after appropriations
have been allocated to the general and other reserves, are paid over to the Government of Lesotho Consolidated Fund as dividends in
accordance with Section 21(5) of lhe Act. These appropriations have been fully disclosed in the statement of changes in equity on page 10.
Amounts paid and due in terms of the Act were as follows:

M'000
31 December 2015 184,232
31 December 2014 131,166

2. Amounts due to Government of Lesotho

Amounts payable to the Government of Lesotho Consolidated Fund in terms of Section 21 (5) of the Act are set out in the slalement of
financial position on page 8.

3. Share capital

There were no changes in the Bank's authorised share capital during the year under review. The entire issued share capital is held by the
Government of Lesotho.

4, Directors

The Directers of the Bank during the year and to the date of this report are as follows:

Name Date of appointment Term of Office ended Position held

Dr R. Mallanyane January, 2012 Governor and Chairman
Dr. M.P. Makhetha January, 2012 First Deputy Governor
Ms. M.G. Makenete January, 2012 Second Depuly Governor
Mrs M. Rapapa May, 2012 May 2015 Non-Execulive Director
Mrs N.Foulo December, 2014 Non-Executive Director

Mrs S. Mohapi
Mr S.Malebanye
Mrs O. Letebele
Dr M Letete

December, 2014
May, 2015
May, 2015
July, 2015

Non-Executive Director
Non-Execulive Director
Non-Execulive Direclor
Non- Execulive Director
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Directors' Report

5.  Secretary
Name Date of appointment Position held
Mr. N. Rantsane (Adv.) March 2015 Direclor of Corporate Affairs

Mr N. Ranisane (Adv.) who was previously acting as the Board Secrelary since June 2014 was officially appointed in March 2015,

6. Events subsequent to balance sheet date

Effective January 1, 2016, lhe Lehakoe Recreation and Cultural Centre Operalions (Clubhouse and Gymnasium) were transfered to a separale
cempany, which is wholly owned by the Bank. The Bank has also appointed an external service provider to manage lrese operations. These
operalions were considered not significant to the overall operations of the Bank.

The Direclors are nol aware of any material evenls that could cause changes in the annual financial statements, wrich may have eccured
between the financial year end and date of this report.

7. Auditors

.
Deloitte & Touchg and LETAC;)ca:rieg out the slatutory audit of the Bank.

MALLERAAML 1 lobelple.
-Dr. R.A. Matlanyane Mrs-O. Letehele
Governor Director

29-March-2016
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Statement of Financial Position

2015 2014
Notes M'000 M '000

Assets
Cash and balances with Banks 2 7,709,255 6,821,883
Accrued inlerest due from Banks 3 8,189 8,588
Investment in unit trust 4 795,293 585,415
Investment in SWIFT 5 847 -
Treasury notes and bonds 6 4,353,916 4,027,479
IMF Subscription Account 7 751,788 585,573
IMF Holding of Special Drawing Rights (SDR) 8 984,665 779,925
IMF Funded PRGF Advances 9 1,073,290 849,081
Lesotho Government Securities 10 336 582
Deferred currency expenditure 1 29,275 26,187
Loans to Staff 12 69,457 60,831
Other assels 13 14,644 14,410
Property, plant and equipment 14 423,386 282,492
Intangible assets 15 14,505 1,692
Deferred taxation 25 4,887 -
Total Assets 16,233,733 14,044,138
Equity and Liabilities
Liabilities
Notes and coins issued 16 1,324,805 1,165,737
Deposils 17 555,803 906,030
Lesotho Government Deposits 6,408,528 6,007,398
IMF Maloli Currency Holding 18 669,138 521,617
IMF Special Drawing Rights Allocation 19 708,236 551,998
IMF-PRGF Facility 20 1,073,290 849,081
Taxation payable 21 27,569 15,335
Due to Government of Lesotho Consolidated Fund 22 184,232 131,166
Olher liabilities 23 78,140 82,702
Long-term employee benefit obligation 24 94,263 83,252
Deferred laxation 25 - 1,346
Total Liabilities 11,124,004 10,315,662
Equity
Share capital 26 100,000 100,000
General reserve 253,402 216,555
Rand compensatory reserve 505,660 459,326
SDR revaluation reserve 145,443 78,246
Foreign exchange revaluation reserve 4,070,690 2,762,585
Propertly revaluation reserve 129,082 119,543
Bond /Unit trust revaluation reserve (94,548) (7,779)

5,109,729 3,728,476
Total Equity and Liabilities 16,233,733 14,044,138
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Statement of Profit or Loss and Other Comprehensive Income

2015 2014

Notes M '000 M '000
Interest income 27 552,065 467,935
Interest expense 28 (6,121) (5,210)
Net interest income 545,944 462,725
Olher income 29 38,455 25,176
Revalualion gain on foreign exchange activities 1,375,302 354,760
Operating profit 1,969,701 842,661
Operaling expenses 30 (266,261) (261,420)
Profit before taxation 1,693,440 581,241
Taxation 31 (84,748) (53,793)
Profit for the year 1,608,692 527,448
Other comprehensive income:
Bond/ unit trusts fair values
Decrease in bond/unit trusts fair values (115,692) (4,040)
Tax effect 28,923 1,010
Net movement (86,769) (3,030)
Property revaluation reserve
Increase in properly revaluations 27,719 22,467
Tax effect (6,930) (5,617)
Tax effect adjustment 25 (11,250) -
Net movement 9,539 16,850
Rand compensatory reserve
Increase in reserve 46,334 42 575
Tax effect - -
Nel movement 46,334 42,575
Actuarial gains and losses on employee benefits
Actuarial (loss)/ gain for the year (16,415) (20,386)
Tax effect 4,104 5,097
Net movement (12,311) (15,289)
Other comprehensive(loss)/ income for the year net of taxation (43,207) 41,106
Total comprehensive income 1,565,485 568,554
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Statement of Cash Flows

2015 2014
Note(s) M '000 M '000

Cash flows from operating activities

Cash generated from operations 32 1,024,344 1,078,503
Interest income 27 552,065 467,935
Interest expense 28 (6,121) (5,210)
Tax paid 21 (61,919) (46,014)
Rand compensatory reserve 46,334 42 575
Payments to Government of Lesotho Consolidated Fund 22 (131,166) (105,847)
Net cash from operating activities 1,423,537 1,431,942
Cash flows from investing activities

Purchase of property, plant and equipment 14 (146,068) (36,023)
Sale of property, plant and equipment 14&29 1,713 759
(Increase) in deferred currency expenditure " (3,088) (26,187)
Purchase of intangible asseis 15 (2,014) (737)
(Increase)/decrease in other assets 13 (233) 18,874
(Increase)/Decrease in loans to staff 12 (8,627) (10,024)
(Increase)/Decrease in Lesotho Government Securilies 10 246 (546)
(Increase)/Decrease in Treasury notes, bonds and unil trust (536,315) 125,860
Increase in SWIFT (847) -
Net cash from investing activities (695,233) 71,976
Cash flows from financing activities

Movements in notes and coins 16 159,068 (33.885)
Total cash movement for the year 887,372 1,470,033
Cash al the beginning of the year 6,821,883 5,351,850
Total cash at end of the year 2 7,709,255 6,821,883
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Accounting Policies

The principal accounling policies applied in the preparalion of these financial statements are set out below. These policies have been
consistenlly applied to all the years presented, unless otherwise stated.

1. Presentation of financial statements

These financial stalements are prepared in accordance with the requirements of the Ceniral Bank of Lesotho Act, No. 2 of 2000. The Bank has
chosen to use Internalional Financial Reporling Standards (IFRS) as a guide in deciding on the most appropriate accounting policies to adopt
and as a model for the presentation and disclosure framework followed in its financial statements. However, the Act takes precedence over
IFRS in areas where there are devialions between the Act and IFRS. As a result certain criteria set out in IFRS have not been followed where
applicable. The financial statemenls are prepared in accordance with the going concern principle under the historical cost basis as modified by
the revaluation of land and buildings, financial instruments classified as available-for-sale, financial assels and liabilities held at fair value
through profit and loss and derivative instruments. All monetary figures appearing in the financial statements, unless otherwise indicated, are
stated in Maloti.

The preparation of financial statements require the use of certain critical accounting estimates, judgments and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabililies at the date of the financial statements and the
reported amounts of revenue and expenses during the reporling period. Although these eslimates are based on management's best knowledge
of current events and actions, actual results ultimately may differ from those estimates.

1.1 Property, plant and equipment
Owner-occupied properlies

Property, plant and equipment comprises owner occupled properties and equipment held for use in the supply of services or for the Bank's
administralive purpose. These are all initially recorded at cost. Properties under development are reflected at cost.

Subsequent costs are included in the assel's carrying amount or recognised as a separale asset, as appropriate, only when it is probable that
future economic benefits associated with the item will flow to the Bank and the cost of the ilem can be measured reliably. The carrying amount
of the replaced part is derecognised. All other repairs and maintenance are charged to lhe profit and loss during the financial period in which
they are incurred.

Subsequent to initial recognition, buildings are reflected at a valuation based on open-market fair value as determined by an independent
professional valuers, less accumulated depreciation.

Increases in the carrying amount arising on revaluation of buildings are credited to reserves in equily. Decreases that offset previous increases
of the same asset are charged against property revaluation reserves direclly in equity.

Unrealised surpluses or deficits arising on revaluation of property, plant and equipment are transferred to a Revaluation Reserve Account.

The most recent independent valuation for Buildings was performed for the year ended December 2015. All other items of property, plant and
equipment were last valued at 31 December 2010 as they are not considered material

Land is nol depreciated. Deprecialion on other assets is calculated using the straight-line method to allocate their cost or revalued amounts to
their residual values over their estimated useful lives, as follows:

Item Rates
Buildings 1.5%
Housing furniture 10%
Office furniture 10%
Motor vehicles 25%
IT equipment 20%
Office and sports equipment 20%
Housing equipment 20%
Securily equipment 20%

Buildings in progress are not depreciated unlil they are ready for use for intended purpose.
The assels’ residual values and useful lives are reviewed, and adjusted if appropriate, at each financial year end.

An assel's carrying amount is wrilten down immediately to its recoverable amount if the assel's carrying amount is greater than its eslimated
recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised within ‘Other
income/expenses' in the profit and loss.

When revalued assels are sold, the amounts included in property revaluation reserves are transferred to profit and loss.

12
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Accounting Policies

1.2 Intangible assets
Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific software, These
costs are amortised over their estimated useful lives of three years. Costs associated with maintaining computer software programmes are
recognised as an expense as incurred. Compuler software development cosls recognised as assets are amortised over their estimated useful
lives, which does not exceed three years.

1.3 Financial instruments
Classification

The Bank classifies its financial assels in the following categories: at fair value through profit or loss, loans and receivables, and available for
sale. The classificalion depends on the purpose for which the financial assets were acquired. Management determines the classification of its
financial assets at initial recognition.

(a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category if acquired
principally for the purpose of selling in the short-lerm. Derivalives are also categorised as held for trading unless they are designated as
hedges. Assels in this category are classified as current assets. Subsequent to initial recognilion these assels are measured at fair value.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They are
included in current assets, except for malurities greater than 12 months after the financial year end date. These are classified as non-current
assets. Subsequent to initial recognilion loans and receivable are carried at amortised cosl using the effeclive interest rate method less any
provision for impairment.

(c) Available-for-sale financial assets

Available-for-sale financial assels are non-derivatives that are eilther designated in this category or not classified in any of the other categories.
They are included in non-current assels unless management intends to dispose of the investment within 12 months of the financial year end
date. Subsequent to initial recognition available for sale financial assels are carried al fair value.

The main classes of the financial assels classified as available for sale assels are Treasury notes and Bonds and Unit trusts.
(d) Held-to-maturity investments

Held to maturity investments are non derivative financial assets with fixed or determinable payments and fixed maturily that the Bank has the
positive intention and ability to hold to maturily. They are included in current assets, except for maturities greater than 12 months after the
financial year end date. These are classified as non-current assels.

Initial recognition and measurement

Regular purchases and sales of financial assets are recognised on the setllement-date. Investments are inilially recognised at fair value plus
transaction costs for all financial assets not carried at fair value through statement of profit and loss and olher comprehensive income. Financial
assels carried at fair value through statement of profit and loss and other comprehensive income are inilially recognised at fair value, and
transaction costs are expensed in the profit and loss. Financial assets are derecognised when the rights to receive cash flows from the
investments have expired or have been transferred and the Bank has transferred substantially all risks and rewards of ownership. Available-for-
sale financial assets and financial assels at fair value through profit or loss are subsequently carried at fair value. Loans and receivables are
carried at amorlised cost using the effeclive interest rate method.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss' category are presented in the
statement of comprehensive income within 'olher income/expenses’ in the period in which they arise. Dividend income from financial assets at
fair value through profit or loss is recognised in the statement of profit or loss and other comprehensive income as part of other income when
the Bank's right to receive payments is established.

Changes in the fair value of monetary securities denominated in a foreign currency and classified as available for sale are analysed between
translation differences resulling from changes in amorlised cost of the securily and other changes in the carrying amount of the security, The
translation differences on monetary securities are recognised in profit or loss; translation differences on nonmonetary securities are recognised
in equily. Changes in the fair value of manetary and non-monetary securities classified as available for sale are recognised in equity.

When securities classified as available for sale are sold or impaired, the accumulated fair value adjustments recognised in equity are included in
the profit and loss as ‘gains and losses from investment securities’.

13
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Accounting Policies

1.3 Financial instruments (continued)

Interest on available-for-sale securities calculated using the effective interest method is recognised in the statement of profit and loss and other
comprehensive income as part of other income. Dividends on available-for-sale equily instruments are recognised in the profit and loss as part
of other income when the Bank’s right to receive payments is established.

The fair values of quoted invesiments are based on current bid prices. If the market for a financial asset is not active (and for unlisted
securilies), the Bank establishes fair value by using valuation techniques. These include lhe use of recent arm'’s length transactions, reference
to other instruments that are substantially the same, discounted cash flow analysis, and optlion pricing models, making maximum use of market
inpuls and relying as little as possible on entity-specific inputs.

Offsetting financial instruments

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

Impairment of financial assets

The Bank shall assess at the end of each reporling period whether there is any objeclive evidence that a financial asset or group of financial
assels is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is
objeclive evidence of impairment as a result of one or more events thal occurred after the initial recognition of the asset (a 'loss event’) and that
loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial assels that can be reliably
eslimated. It may not be possible to idenlify a single, discrete event that caused the impairment. Rather the combined effect of several events
may have caused the impairment. Losses expected as a resull of future events, no matter how likely, are not recognised.

Available-for-sale financial assets

Where an available-for-sale asset is impaired, and an increase in the fair value of the financial assel was previously recognised in equily, the
increase in fair value of the financial asset recognised in equily is reversed to the statement of profit and loss and other comprehensive income
to the extent thal the asset is impaired and recognised as part of the impairment loss.

Any addilional impairment loss is recognised in the statement of profit and loss and other comprehensive income. If in a subsequent period, the
amount relating to an impairment loss decreases and the decrease can be linked objectively to an event occurring after the write-down, where
the instrument is a debt instrument, the write-down is reversed through profil and loss. An impairment loss in respect of an equily instrument
classified as available- for-sale is not reversed through the slatement of profit and loss and other comprehensive income.

An available-for-sale-instrument is generally considered impaired if a significant or prolonged decline in lhe fair value of the security below its
cost has occurred. Where an available-for-sale assel which has been remeasured 1o fair value directly through equily is impaired, and a loss on
the financial asset was previously recognised directly in equity, the cumulative net loss that had been recognised in equity is transferred to the
statement of comprehensive income and is recognised as part of the impairment loss.

Financial assets carried at amortised cost

The Bank assesses at each financial year end date whether there is objective evidence that a financial asset or group of financial assels is
impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the asset (a 'loss event’) and that loss event (or events)
has an impact on the estimated future cash flows of the financial asset or group of financial assets thal can be reliably estimated.

The criteria that the Bank uses to determine that there is objective evidence of an impairment loss include:
° Delinquency in contractual payments of principal or interest;

Cash flow difficullies experienced by the borrower;

Breach of loan covenants or conditions; and

Initiation of bankruptcy proceedings;

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

The amount of the loss is measured as the difference between the assel's carrying amount and the present value of eslimated future cash flows
(excluding fulure credit losses thal have not been incurred as per Incurred Loss model) discounted at the financial assel's original effective
interest rate. The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognised in
the statement of comprehensive income. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate determined under the contract. As a practical expedient, the Bank may measure impairment
on the basis of an instrument’s fair value using an observable market price.
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1.3 Financial instruments (continued)

When a loan is uncollectable, it is wrilten off against the related provision for loan impairment. Such loans are wrilten off after all the necessary
procedures have been completed and the amount of the loss has been determined. If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objeclively to an event occurring afler the impairment was recognised, the previously
recognised impairment loss is reversed by adjusling lhe allowance account. The amount of the reversal is recognised in the statement of
comprehensive income in impairment charge for credit losses.

Financial liabilities measured at amortised cost

Financial liabilities that are nol classified as at fair value through profit or loss fall into this calegory and are measured at amortised cost.
Financial liabililies measured at amortised cost are deposils from banks or customers, debt securities in issue for which the fair value oplion is
not applied, convertible bonds and subordinated debts.

Cash and cash equivalents

Cash and cash equivalents disclosed in the slatement of cash flows consist of cash and balances wilh banks and short-term negoliable
securities. Cash flows arising from operating funds are stated after excluding the impact of foreign currency translation differences on asset and
liability classes.

Cash and balances with banks comprise coins and bank noles and balances with other cenlral and commercial banks. Short-term negotiable
securilies are highly liquid investments of malurities less than 3 months that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value.

1.4 Current and deferred income tax

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

The current income tax charge is calculated on the basis of the tax laws enacled. Management periodically evaluates positions taken in tax
returns with respect to siluations in which applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the
basis of amounls expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences arising between lhe tax bases of assets and liabilities
and their carrying amounts in the financial statements. However, the deferred income tax is not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than a business combination that at the time of the transaction affects neilher accounling noer taxable
profit or loss. Deferred income tax is delermined using tax rates (and laws) that have been enacted or substantially enacted by the financial year
end dale and are expected to apply when the related deferred income tax asset is realised or lhe deferred income lax liability is settled.

Deferred income tax assels are recognised only to the extent that it is probable that fulure taxable profit will be available against which the
temporary differences can be utilised. Deferred tax related to fair value re-measurement of available-for-sale investments, which are charged or
credited directly to equily, is also credited or charged directly to equity and subsequently recognised in the statement of profit and loss and other
comprehensive income together with the deferred gain or loss.

Deferred tax assets and liabilities

A deferred tax liabilily is recognised for all taxable temporary differences, except to the extent that the deferred lax liability arises from the initial
recognilion of an asset or liability in a transaclion which at the time of the transaction, affects neither accounting profit nor taxable profit (tax
loss).

A deferred tax asset is recognised for all deduclible temporary differences to the exient that it is probable that taxable profit will be available
against which the deduclible temporary difference can be ulilised. A deferred tax asset is not recognised when it arises from the initial
recognilion of an asset or liability in a transaction at the time of the Ilransaclion, affects neither accounting profit nor taxable profit (lax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent that it is probable that future
taxable profit will be available against which the unused tax losses and unused STC credits can be ulilised.

Deferred tax assets and liabililies are measured af the tax rates that are expecled to apply o the period when lhe asset is realised or the liability
is sellled, based on tax rates (and tax laws) that have been enacted or subslantively enacled by the end of the reporting period.

1.5 Leases

Leases in which a significant portion of the risks and rewards of ownership are relained by lhe Bank are classified as operaling leases.
Paymenls received under operaling leases are recognised in the statement of profit and loss and olher comprehensive income on a slraight-line
basis over the period of the lease. Leases of properly where the Bank has substantially all the risks and rewards of ownership are classified as
operaling leases.
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1.5 Leases (continued)

Leases, where the bank transfers subslantially all the benefits and risks of ownership, are classified as finance leases. (Finance leases are
capilalised at the lower of the fair value of lhe leased asset and the present value of the minimum lease payments. Lease payments are
separated using the interest rate implicit in the lease to idenlify the finance cost, which is charged against income over the lease period, and the
capital repayment, which reduces the liability to the lessor).

1.6 Non-current assets held for sale

Non-current assets are classified as assels held for sale when their carrying amount is to be recovered principally through a sale transaction
and a sale is considered highly probable. They are stated at the lower of carrying amount and fair value less costs 1o sell if their carrying amount
is to be recovered principally through a sale transaclion rather than through conlinuing use. Deprecialion ceases once classified as held for sale.

1.7 Share capital

(a) Share capilal is classified as equity. The entire issued share capital is held by the Government of Lesotho.
(b) Dividends on ordinary shares

Dividends paid to the Government of Lesotho Consolidated Fund in terms of Section 21 (5) of the Central Bank Act are set out in the statement
of changes in equity and recognised in the period in which it was earned.

1.8 Employee benefits
(a) Post employment benefits

The Bank parlicipates in a mulli employer defined benefit pension plan, the assels of which are held in a separate trustee administered fund.
The pension plan is funded by payments from employees and the employer taking into account the recommendations made by the independent
qualified Acluaries.

(b) Other long-term employee benefits

Termination benefits are payable when employment is terminated by the Bank before the normal relirement date, or whenever an employee
accepls volunlary redundancy in exchange for these benefits. The Bank recognises termination benefits when it is demonstrably commilted to
either: terminating the employment of current employees according lo a detailed formal plan withoul possibility of withdrawal; or providing
termination benefils as a result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12 monlhs after the
statemenl of financial position dale are discounted to their present value.

Long-term employee benefits include:
° Severance pay - this is calculated as two weeks salary for each completed year of service from 1993
° Graluily - this is calculated at 12.5% of the average of the annual salary of the last three years mulliplied by number of years of
service.
(c) Actuarial gains/losses

Acluarial gains and losses arising from experience adjusiments and changes in actuarial assumplions in excess of the defined benefit obligation
are charged or credited to olher comprehensive income.

(d) Accrual for leave pay

Employee benefits in the form of annual leave enlillements are provided for when lhey accrue to employees with reference to services rendered
up to the statement of financial position date.

1.9 Provisions
Conlingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 35.

Provisions for restructuring costs and legal claims are recognised when: the Bank has a present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources will be required to settle the obligation; and the amount has been reliably estimated.
Provisions are not recognised for fulure operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in setllement is determined by considering the
class of obligalions as a whole. A provision is recognised even if lhe likelihood of an oulflow with respect to any one item included in the same
class of obligations may be small.
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1.9 Provisions (continued)

Provisions are measured at the present value of the expenditures expected to be required to sellle the obligalion using a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the provision due to
passage of lime is recognised as interest expense.

1.10 Revenue

Revenue is derived substantially from the business of banker to the Government of Lesotho and related aclivilies and comprises net interest
income and non-interest revenue.

Interest income and expenses are recognised in the statement of profit and loss and other comprehensive income for all interest-bearing
instruments on an accrual basis using the effective interest rate method. In terms of the effective interest method, interest is recognised at a
rate that exaclly discounts estimated future cash paymenis or receipts through the expected life of the financial instrument to the carrying
amount on the financial statements. Direct incremental transaction cosls incurred and originalion fees received as a result of bringing margin-
yielding assets on statement of financial position, are capitalised to the carrying amount of financial instruments (excluding financial instruments
at fair value through profit and loss) and amortised through interest income over the useful life of the asset.

Where financial assets have been impaired, interest income conlinues to be recognised on the impaired value based on the original effeclive
interest rate. Net inferest income includes fair value adjustments on interest-bearing financial instruments held at fair value, excluding financial
instruments held for trading. Dividends received on lending activities are included in interest income.

Non-interest revenue

Non-interest revenue includes dividends from investments, fees and commission from banking, insurance and related transactions, net revenue
from exchange and securities trading and net gains on the realisation or revaluation of investment banking assets.

1.11 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost by
using the effective interest rate method.

1.12 Translation of foreign currencies
(a) Functional and presentation

items included in the financial statements of the Bank are measured using the currency of the primary economic environment in which the Bank
operales ('the functional currency’). The financial statements of the Bank are presented in Lesolho Maloti, which is the functional currency of the
bank.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions or
valualion where items are remeasured. Foreign exchange gains and losses resulting from the selllement of such transactions and from the
translation at year end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised first in the statement
of profit and loss and olher comprehensive income and then transferred to the stalement of changes in equity under foreign currency reserves
as required by the Central Bank of Lesotho Aclt, of 2000.

Foreign exchange gains and losses that relate lo borrowings and cash and cash equivalents are presented in the statement of profit and loss
and other comprehensive income within interest income. All other foreign exchange gains and losses are presented within other
income/expenses.

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale are analysed between
Iranslation differences resulling from changes in the amorlised cost of the security and other changes in the carrying amount of the security.
Translation differences relaled 1o changes in amorlised cost are recognised in profit and loss, and olher changes in carrying amount are
recognised in equity.

Translation differences on non-monetary items, such as equilies held at fair value through profit and loss, are reported as part of the fair value
gain or loss. Translalion differences on non-monetary items, such as equilies classified as available-for-sale financial assets, are included in the
fair value reserve in equity through other comprehensive income.

17



Central Bank of Lesotho
Financial Statements for the year ended December 31, 2015

Accounting Policies

1.13 Impairment of non-financial assets

Assels that have an indefinite useful life, are not subject to amortisation and are tested annually for impairment. Assets that are subject to
amortisalion are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which lhe asset's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets
are grouped al the lowest levels for which there are separately identifiable cash flows (cash-generating unils). Non-financial assets other than
goodwill that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

1.14 Claims on staff
Claims on staff represent aggregate advances to staff, short-term to long-term.
1.15 Deferred currency expenditure

Expendilure incurred in connection with printing, minting and issue of Maloti Notes and Coins is amorlised over a period of three years. The
appropriateness of this amortisation period is reviewed from time to time by the Direclors,

1.16 Dividend distribution

Dividend dislribution to the Government of Lesotho is recognised as a liability in the Bank's financial statements in the period in accordance with
the Cenlral Bank Act No.2 of 2000. The entire profit as defined by Section 21(5) of the Act (net profil after allocations to reserves) is payable as
dividends to the Government of Lesotho's Consolidated Fund and therefore the amount Due to Lesolho Consolidated Fund.

1.17 Notes and coins

The Bilateral Monelary agreement between lhe Government of the Republic of Soulh Africa and the Government of the Kingdom of Lesotho
states that both Rand currency issued by the South African Reserve Bank and Maloti currency issued by the Cenlral Bank of Lesotho are legal
tender within Lesotho and are convertible at par. Notes and coins are measured at the face value. Issued notes and coins held by the Bank are
nelted off against currency in circulation.

1.18 IMF Holding of Special Drawing Rights and IMF subscription account

Upon joining the Internalional Monetary Fund (IMF), Lesotho was allocaled special drawing rights, currently the IMF subscription account, which
holds Lesolho's subscription in IMF amounts to 34 900 000 units. The Central Bank of Lesolho administers the Special Drawing Rights (SDR)
on behalf of the Government of Lesotho for the allocation in the financial records of the Bank.

The units are translated daily using a basketl of 4 major currencies. The SDR Allocalion was initially recorded as a liabilily, and the
corresponding enlry as the Holdings account under external assets, When the SDRs are utilised by the Government, lhe Holdings account
decreases. The SDR Allocation account accrues interest expense at an average rate of 0.015% and lhe Holdings account earns interest income

of 0.015%. Annually, the rights and IMF liabilities are translated at the ruling SDR rate and the difference on revaluation is taken lo the SDR
Revaluation Reserve.

1.19 IMF Funded PRGF Advances

This IMF loan was secured under the Poverly Reduclion and Growth Facility. The Ministry of Finance lranche is now accounted for through the
Bank's records lo present the amount due to the IMF. The loan has been on-lent to the Government of Lesotho. The IMF loan is staled at
amortised cost by using the effective interest rate method. Interest expense and exchange rate differences are borne by the Government of
Lesotho.

1.20 Comparative figures

Where necessary, comparalive figures have been reclassified to conform with changes in presentation in current year.
1.21 General Reserve

The General Reserve has been allocated in terms of Section 21(2)(b) of the Central Bank of Lesotho Act No. 2 of 2000.
1.22 Rand Compensatory Reserve

The Rand Compensatory Reserve represents amounts received by the Bank from the Government of Lesotho, being the Bank's share of lhe
Rand Compensalory payments received by the Government, in terms of the Mullilateral Monetary Agreement between lhe Government of
Namibia, Swaziland, Lesotho and the Republic of South Africa. The Government has directed that this amount be lreated as a reserve.
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1.23 Foreign Exchange Revaluation Reserve Account

In terms of Seclion 54 of the Central Bank of Lesotho Act No. 2 of 2000, the gains and losses arising from any changes in the valuation of the
Bank's assets or liabilities in, or denominaled in, gold or foreign currencies, or Special Drawing Rights as a result of changes in the exchange
rate for the Maloti or of any change in the values, parilies or exchange rales of such assets with respect to the Maloli shall be carried to a
special account called the SDR Revaluation Reserve Account. The profits or losses arising from such change are included in lhe statement of
profit and loss and olher comprehensive income and are lhen transferred from distributable reserves o a non-distribulable Foreign Currency
Revaluation Reserve in terms of Section 54 of the Central Bank of Lesotho Act No.2 of 2000.

1.24 SDR Revaluation Reserve

The SDR Revaluation Reserve represents unrealised gains and losses on the revaluation of SDR denominated balances.

1.25 Property Revaluation Reserve

The Properly Revaluation Reserve represents unrealised gains and losses on the revaluation of Property, Plant and Equipment.

1.26 Bond/Unit Trust Revaluation Reserve

The Bond Revaluation Reserve represenls unrealised gains and losses on the revaluation of Bonds and Unit Trusts held by the Bank.
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1.27 Financial Risk Management
Financial risk factors

The Bank's aclivilies expose it to a variety of financial risks. Taking risks is core to the financial business and somelimes losses are inevilable
consequences. The Bank's aim is therefore to achieve a balance between risk and relurn and minimize polential adverse effects on its financial
perfermance. There are wrilten policies that address specific areas of risk, such as foreign exchange risk, interest rate risk and credit risk.

(a) Market Risk
(i) Foreign Exchange Risk

The Bank does business internationally, with some of its obligations in foreign currencies. This exposes it lo the foreign exchange risk, which
arises from fulure transactions, liabililies and investments which are denominated in a currency which is not the bank’s functional currency.

In order to manage the foreign exchange risk exposure, the Bank holds functional currencies in which its obligations are denominated in the
ratio of their historic cash flows. As of 31st December 2015, if the currency had weakened/sirengthened by 5% against the functional
currencies, the Bank’s foreign assets would have been 1.93% higher/lower as a result of foreign exchange losses/gains on valuation of foreign
currency denominaled assels,

(ii) Interest Rate Risk

Interest rate risk is the uncertainty associated wilth value of an interest paying asset due to the variability in interest rates. The Bank owns
significant inferest paying assets and this makes it exposed to interest rate risk.

In order to manage the interest rate risk, the Bank spreads its investments across the yield curve as per its risk profile. To introduce stability of
the relurns, the Bank makes investments in different proportions in maturity buckets, providing some degree of diversification.

As al 31 December 2015, if interest rates had fallen by 1%, the Bank's revenue would decline by 6%, based on the simulation performed.
However, if rates had increased by 1%, revenue would increase by 8%.

(b) Credit risk

Credil risk arises from a possibility of counterparties failing to honour their obligations in favour of the Bank on financial instruments and deposit
with them. The Bank has credit exposure to banks, sovereign and supranational inslilutions. Credit exposure to these institulions is monitored
frequently wilh limits set for individual instilulions. For banks, only independently rated institutions that are rated al least ‘medium grade
investment’ (grade B), are accepled. During the period, no limils were exceeded and counterparlies raling have been within acceptable grades.

(¢) Liquidity risk

Liquidity risk is the risk that the Bank'’s liquid assets will be unable to provide for foreseen and unforeseen financial obligations. In managing this
risk, the Bank sets aside and monilors closely a portion of reserves in the working capital tranche to cater for these obligations. The limits of this
tranche were determined by the analysis of historical payment palterns over a period of lime.

Refer to the Risk Management Statements on pages 36 to 51.

In terms of lhe Central Bank of Lesotho Act No.2 of 2000, in the case of any year at the end of which the general reserve of the Bank does not
exceed the minimum paid-up capilal of the Bank, one third of the net profits will be allocated to general reserve and in case where general
reserve exceeds paid up capital but not less than four limes, one sixth of the net profits will be allocated to general reserve. However, where the
general reserve of the Bank exceeds four times the paid-up capital, with the approval of the Minister, further allocations may be made from time
to time to the general reserve to increase it beyond four times the minimum paid-up capital. At the end of 2008 and 2009 the general reserve
had reached more than four times the paid-up capital of the Bank and further allocalions were not made to the general reserve. However, in
2010, there was an increase in the issued share capital and further allocalions were made.

1.28 IMF Currency Holding Account

The IMF Holdings of Maloti are represented by the Non-Interest Bearing Note of SDR 14,756,536 (2014: SDR15,013,764) issued by lhe
Government of Lesotho (GOL) in favour of the IMF. GOL chose to substitute non-interest bearing notes for a portion of the balance held in its
Fund’s No. 1 account and the securities substituted for currency are recorded in the Securities Account, GOL's holding in IMF SDR Department
is posted in the No.1 account and is used for the Fund's operational transaclions e.g. purchases and repurchases, whereas the No. 2 account
is used for the payment of operational expenses incurred by the Fund in Maloli. The Bank revalues the IMF accounts in its Statement of
Financial Posilion in accordance with the praclices of the IMF Treasury Deparlment. The revaluation of the SDR rates by the IMF is effected
annually on 30 April, and whenever there are IMF lransactions using the Maloli. The IMF accounts have been revalued using the latest
prevailing SDR rates in IMF website.
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1.29 Critical accounting estimates and judgements

Estimales and judgements are continually evaluated and are based on hislorical experience and other factors, including expectations of future
evenls that are believed to be reasonable under the circumstances.

Critical accounting estimates and assumptions

The Bank makes eslimates and assumplions conceming the fulure. The resulling accounling estimates will, by definilion, seldom equal the
related aclual resulls. The estimates and assumplions that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are addressed below.

(a) Income laxes

The Bank recognises liabilities for anticipated tax audil issues based on estimates of whether additional laxes will be due. Where the final tax
outcome of these matters is different from the amounts that were initially recorded, such differences will impact the current and deferred income
tax assels and liabilities in the period in which such determination is made.

(b) Employee benefits

The leave, severance and graluily obligations have been valued using the Projected Unit Credit discounted cashflow method. This melhod was
used to determine the past-service liabilities at the valuation date and projected annual expenses in the year following the valualion date.

The key assumptions used in the calculations are economic and demographic assumptions, withdrawal and mortality rates. In the valuation the
real discount rate of 0.58% pa has been used.

The assels and liabilities relaling to the employees of the company cannol be separately determined and is therefore lreated as defined
contribution plan. Refer to further disclosure in note 24 and 34.

(c) Fair values
All financial assets are disclosed at values approximating their fair values. The following bases are used in determining fair value:
i) Balances due to and from banks

The amounts include inter-bank placement and items in course of collection. The fair value of floating rale placements and overnight deposits
is their carrying amount. Fixed deposits are shown at current value including accrued interest.

i) Loans and advances

Loans and advances are shown net of provisions for impairment. The estimated fair value of loans and receivables represents the discounted
amount of estimaled future cash flows expected to be received. Where significant concentrations of non-market related loans exist appropriate
impairment has been effected.

iii) Investment securities

Investment securities held as available for sale are shown at fair value. Other instruments such as treasury bills are based on the conlracted
value, including accrued discount, which is considered lo approximate the current fair value.

(d) Impairment of available-for-sale financial assets

The Bank follows the guidance of IAS 39 to delermine when an available-for-sale financial asset is impaired. This determinalion requires
significant judgement. In making this judgement, the Bank evaluates, among other faclors, he duration and extent to which the fair value of an
investment is less than its cost; and the financial health of and short-term business oullook for the investee, including faclors such as indusiry
and sector performance, changes in technology and operational and financing cash flow.
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2015 2014
M '000 M '000

Cash and balances with Banks
Cash and cash equivalents
Foreign cash on hand 1,969 1,612
Rand currency holding 44,884 94,131
Cash in transit 26,900 19,230
Total cash and cash equivalents 73,753 114,973
Current and Call Accounts:
Foreign Banks 116,740 57,019
South African Banks 4,410,205 3,739,047
Total Current and Call Accounts 4,526,945 3,796,066
Foreign Banks 1,749,645 1,723,275
South African Banks 1,358,912 1,187,569
Total Fixed deposits (with maturity shorter than 3 months) 3,108,557 2,910,844
Balances with banks (with maturity shorter than 3 months) 7,635,502 3,706,910
Total cash and balances with Banks 7,709,255 6,821,883
The split of the cash and cash equialents is shown in note 40.
Total cash and balances with Banks 7,709,255 6,821,883
Accrued interest due from Banks
Accrued interest receivable:
ZAR call accounts 850 571
ZAR fixed deposit accounts 6,987 7,777
Foreign call and fixed deposit accounts 352 240

8,189 8,588
Investment in unit trust
2015

Available for Total
sale
Unit trusts at fair value 795,293 795,293
2014
Available for Total
sale

Units trusts at fair value 585,415 585,415

The unit trusts were purchased from the Bank for International Settlement (BIS) in 2012. These are treated as available-for-sale
instruments and changes in market values are recorded directly in the Bond/unit trust revalualion reserve. The number of unils remained

constant al 376,076 converted at $135.4448890

Dollar,

(2014: 376,076 at $134.572551) al an exchange rate of 15.6131 (2014:11.5665) to the US
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2015 2014
M '000 M '000

5. Investment in Swift

Investment in SWIFT 847 &

The invesiment in SWIFT relales to share allocation based on the financial contribution to SWIFT for network-based services.

6. Treasury notes and bonds

2015
At fair value Available-for- Total
through profit sale
and loss
US Bonds at fair value 1,569,104 661,868 2,230,972
ZAR Bonds at fair value - 2,073,459 2,073,459
US Bonds accrued interest 4,174 1,354 5,528
ZAR Bonds accrued interest - 43,957 43,957
1,673,278 2,780,638 4,353,916
2014
At fair value Available-for- Total
through profit sale
and loss
US Bonds at fair value 1,092,501 695,895 1,788,396
ZAR Bonds at fair value i 2,191,722 2,191,722
US Bonds accrued interest 2,194 1,210 3,404
ZAR Bonds accrued interest - 43,957 43,957

1,094,695 2,932,784 4,027,479

The Treasury notes and bonds held by the Bank are treated as available-for-sale instruments and revaluations are done monthly.
However, Treasury notes and bonds managed by the World Bank, starting in 2008, lhrough the Reserves Advisory Management
Program (RAMP) are treated as held-for-trading instruments and are stated at fair value through profit and loss.

7. IMF Subscription Account

Balance at beginning of year 585,573 563,787
Exchange revaluation 166,215 21,786
Balance at end of year 751,788 585,573

The Lesotho Government Quota in the International Monetary Fund (IMF) is SDR 34,900,000. The local currency equivalent of the
subscription account in the statement of financial position is converted at the year end rate of 0.0464227 (2014: 34,900,000 at
0.0595997).

8. IMF Holding of Special Drawing Rights (SDR)

Balance at beginning of year 779,925 767,621
Net transactions - (decrease) / increase in rights 772 (17,384)
Exchange revaluation 203,968 29,688
Balance at end of year 984,665 779,925

The value of SDR 45,710,797. (2014: SDR 46,483,342) allocated by the International Monetary Fund less ulilisation is converted at
0.0464227 (2014:0.0595997 ).
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2015 2014
M '000 M '000

9. IMF Funded PRGF Advances
Balance at beginning of year 849,081 834,453
Paid during the year (15,600) (17,641)
Exchange revaluation 239,809 32,269
Balance at end of year 1,073,290 849,081
These are funds secured under the IMF Poverty Reduction and Growth Facility (PRGF) and on-lent to the Government of Lesotho. The
SDR equivalents and translation thereof are shown in note 20.

10. Lesotho Government Securities
Maturing within 1 month 336 582
Treasury bills are debt securilies issued by the Lesotho Treasury Deparlment for a term of three months, six months, nine months or a
year. All bills are subject to fixed interest rate risk and are held to malurity.

11. Deferred currency expenditure
Balance at beginning of year 26,187 -
Expenditure incurred 15,373 36,891
Amortised during the year (12,285) (10,704)
Balance at end of year 29,275 26,187
Expenditure incurred in conneclion with printing, minting and issue of Maloti notes and coins is amortised over three years.

12, Loans to staff
Housing loans 31,093 25,040
Car loans 19,218 20,027
Furniture loans 1,368 1,101
Other loans and advances 17,778 14,663

69,457 60,831
13. Other assets

Cheques for collection and uncleared items - 2,300
Other prepayments 6,114 4,458
Other receivables 8,530 7,652

14,644 14,410
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2015 2014
M '000 M '000
14. Property, plant and equipment
2015 2014
Cost or Accumulated Carrying value  Cost or Accumulated Carrying value
revaluation depreciation revaluation depreciation

Land 100,933 (14,240) 86,693 89,622 (12,638) 76,884
Buildings 138,520 (16,409) 122,111 129,548 (14,383) 115,165
Residential land and 18,585 (1,601) 16,984 12,652 (1,363) 11,289
buildings
Housing Furniture 383 (376) 7 531 (502) 29
Office Furniture 9,121 (6,252) 2,869 8,638 (5,940) 2,698
Motor vehicles 10,189 (8,893) 1,206 10,997 (8,369) 2,628
Office equipment 33,578 (20,859) 12,719 33,043 (27,490) 5,653
Office computer 22,030 (14,370) 7,660 19,327 (12,600) 6,727
Lehakoe Furniture 3,240 (2,758) 482 3,793 (3,308) 485
Sports/music equipment 7,823 (7,134) 689 9,058 (7,361) 1,697
Housing equipment 205 (186) 19 211 (186) 25
Security equipment 17,963 (11,324) 6,639 17,999 (9,180) 8,819
Work in Progress 165,218 - 165,218 50,493 - 50,493
Total 527,788 (104,402) 423,386 385,812 (103,320) 282,492
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2015 2014
M '000 M'000
15. Intangible assets
2015 2014

Cost/ Accumulated Carrying value
Valuation  amortisation

Cost/ Accumulated Carrying value

Valuation  amortisation

Computer software 40,093 (25,588) 14,505 23,305 (21,613) 1,692
Reconciliation of intangible assets - 2015
Opening Additions Transfers  Amortisation Total
balance
Computer software 1,692 2,014 14,775 (3,976) 14,505
Reconciliation of intangible assets - 2014
Opening Additions  Amortisation Total
halance
Computer software 1,691 737 (736) 1,692
16. Notes and coins issued
2015 2014
M'000 M'000
Notes 1,307,891 1,148,648
Coins 16,914 17,089
1,324,805 1,165,737

The Bilateral Monetary agreement between the Government of the Republic of South Africa and the Government of the Kingdom of
Lesolho states that both Rand currency issued by the South African Reserve Bank and Maloti currency issued by the Central Bank of

Lesotho are legal tender within Lesotho and are convertible at par.
17. Deposits

Deposits from Banks - Non-interest bearing

Banks

Other Deposits - Non-interest bearing

International Institutions
Parastatals and others

18. IMF Maloti Currency Holding

Securities account
General resources account

19. IMF Special Drawing Rights Allocation

Balance at beginning of year
Exchange revaluation

Balance at end of year

545,794 565,095
3,874 3,874
6,135 337,061

555,803 906,030
317,873 251,910
351,265 269,707

669,138 521,617
551,998 531,126
156,238 20,872

708,236 £51,998
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2015 2014
M '000 M '000
19. IMF Special Drawing Rights Allocation (continued)
Lesotho's allocation by IMF of SDR32,878,186 is converted at 0.0464227 (2014:0.0595997)
20. IMF-PRGF Facility
Balance at beginning of year 849,081 834,453
Paid during the year (15,600) (17,641)
Exchange revaluation 239,809 32,269
1,073,290 849,081
This IMF loan was secured under the Poverty Reduction and Growth Facility. The Ministry of Finance tranche is accounted for through
the Bank's records to present the amount due to the IMF. The balance due to the IMF amounted to SDR49,825,000, converted at
0.0464227 as at 31 December 2015 (2014: SDR 50,605,000 at 0.595997). The loan has been on-lent as per note 9. Interest expense and
exchange rate differences are borne by the Government of Lesotho.
21. Taxation payablel(receivable)
Balance at beginning of year 15,335 9,589
Paid during the year (61,919) (46,014)
Current year charge 74,153 51,760
Balance at end of year 27,569 15,335
22, Due to Government of Lesotho Consolidated Fund
Balance at beginning of year 131,166 105,847
Paid during the year (131,166) (105,847)
Profit appropriations for the current year 184,232 131,166
Balance at end of year 184,232 131,166
The Foreign exchange differences which are not taxable, are eliminated from the Profit after tax, before a portion is transferred to the
Government of Lesotho Consolidated Fund and the General Reserve account in terms of Section 21 of the Cenlral Bank of Lesotho Act
No.2 of 2000.
Profit after tax appropriates as follows:
Profit after tax (after actuarial (loss)/gain on employee benefits) 1,696,381 512,159
Gain on foreign exchange activities (1,375,302) (354,760)
Profit after tax net of gain on foreign exchange activities 221,079 157,399
Transfer to General Reserve (36,847) (26,233)
184,232 131,166
23. Other liabilities

Donations - Referral Hospital 48,214 48,214
Divisional cheques accounts 626 1,153
Other 7,476 2,397
Various accruals 21,824 30,938

78,140 82,702

The donations account relates to the construction expenses meant for building a new hospital.
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2015 2014
M '000 M '000
24, Long-term employee benefit obligation
Provision for severance pay
Opening obligation 22,909 23,200
Interest cost 2,381 1,745
Current service cost 1,646 1,974
Actuarial loss/(gain) on employee benefits 1,957 861
Benefits paid (3,752) (4.880)
Closing obligation 25,141 22,909
Provision for gratuity
Opening obligation 60,343 58,844
Interest cost 4,298 3,058
Current service cost 5,958 4,255
Actuarial loss/(gain) 13,923 16,728
Benefits paid (15,400) (23,442)
Closing obligation 69,122 60,343
Total 94,263 83,252
Net expense recognised in profit and loss (inclusive of leave pay provision)
Current service cost 8,339 6,229
Interest cost 6,224 5,782
14,563 12,011

25,

Deferred taxation

The deferred tax assets and the deferred tax liability relate to income fax in the same jurisdiction, and the law allows nel setllement.

Therefore, they have been offset in the statement of financial position as follows:

Deferred tax asset/(liability) 4,887 (1,346)
Reconciliation of deferred taxation

Balance at beginning of year (1,346) 197

Movements in profit and loss (6,491) (3,064)
Movement in equity - current year 1,474 1,521

Movement in equity - tax adjustment* 11,250 -

Balance at end of year 4,887 (1,346)
Reconciliation of deferred taxation

Accelerated capital allowance for tax purposes 4,402 (280)
Liabilities for Health care benefits accrued 24,585 21,723

Deferred expenses (12,479) (423)
Bond/unit trust revaluation reserve 31,517 2,593
Property revaluation reserve (43,138) (24,959)
Balance at end of year 4,887 (1,346)

* The lax adjustment relates to deferred tax nol previously raised against historical revaluations of PPE.
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2015 2014
M '000 M '000
26. Share capital
Authorised
Authorised capital 100,000 100,000
Issued
Issued and fully paid 100,000 100,000
The enlire issued share capital is held by the Government of Lesotho.
27. Interestincome
Foreign currency deposits 373,412 296,250
Interest on treasury bills 427 773
Interest on bonds 178,226 170,912
552,065 467,935
28. Interest expense
Parastatals and Government deposits 46 17
IMF SDR allocation account 297 513
Interest on bonds 5778 4,680
6,121 5,210
29. Otherincome
Rental income 390 241
Profit on sale of bonds 4,147 4,273
Interest on staff loans 1,228 1,042
Lehakoe proceeds 15,792 11,439
Other income 10,824 1,263
Gain on instruments designated as fair value through profit and loss 6,918 6,229
Profit/ (Loss) on sale of fixed assets (844) 689
38,455 25,176
30. Operating costs and expense per nature
Administration and other expenses 58,303 65,992
Auditor's remuneration 2,006 1,981
Deferred currency expense amortised 12,286 10,704
Intangible assets amortised 3,976 736
Depreciation and impairments 15,561 13,303
Property, plant and equipment maintenance expenses 15,284 14,722
Loss on revaluation of treasury notes and bonds 12,619 6,459
Personnel costs:
Staff welfare expenses 13,034 17,846
Non-executive directors' fees 825 1,050
Executive directors' salaries 5,555 5,271
Key management (heads of departments) 7,520 8,075
Staff salaries and expenses 100,543 97,910
Pension fund contributions 4,595 5,360
Gratuity and severance pay (interest and service cost) 14,154 12,011
266,261 261,420
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2015 2014
M '000 M '000
31. Taxation
Major components of the taxation expense
Current
Normal taxation for the year 78,257 56,857
Deferred
Deferred taxation arising on other profit and loss items 6,491 (3,064)
84,748 53,793
Included in other comprehensive income
Tax on actuarial gain/ (loss) (4,104) (5,097)
Reconciliation of the taxation expense
Chargeable profit ( before foreign exchange gain/loss and after actuarial gain/loss) 301,723 206,095
Statutory tax rate 25% 25 %
Permanent differences:
Donations 0.71 % 4.45 %
50 % Entertainment 0.07 % 9.58 %
Training expenses additional 25% (0.52)% (6.71)%
Other 1.47 % (8.69)%
Effective tax rate 26.73 % 23.63 %
32. Cash generated from operations
Profit before taxation 1,693,440 581,241
Less: Acturial loss (16,415) (20,386)
1,677,025 560,855
Adjustments for:
Depreciation 15,561 13,303
Deferred computer software amortised 3,976 736
Loss on sale of assets 844 (689)
Interest income (552,065) (467,935)
Interest expense 6,121 5,210
Deferred currency amortisation 12,286 10,704
Actuarial losses 16,415 20,386
Loss on revaluation of treasury bills and bonds 5,701 6,459
Unrealised exchange rate fluctuation (152,074) (41,589)
Movement in deposits 50,903 946,897
Movement in accrued interest 399 1,066
Changes in IMF Maloti currency holding 147,521 18,680
Changes in IMF subscription account (166,215) (21,786)
Other liabilities 6,449 17,638
Changes in IMF Special Drawing Rights Holding (48,502) 8,568
1,024,344 1,078,503
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2015 2014
M '000 M '000
33. Commitments
Contracted 308,900 27,000
These capital commitments are in respect of professional fees for the Bank's extension which will be funded from internal resources in
2016.
Uncontracted 18,000 228,556
The current year expenditure relates to professional indemnily relaling to the Bank extension. The prior year expendilure related to the
extension of the Bank's building project and software for core banking and ERP systems.
34. Post retirement obligations
Total employer contributions . 4,505 5,360
The Bank contributes towards a post relirement pension scheme that covers all permanent employees. This fund is a multi-employer plan
and the assels are held in the Corporale Bodies Pension Scheme managed by Lesotho National Insurance Company and the
appropriations to the different contributors are not performed. The assets and liabililies relating to the employees of the Bank cannol be
separalely determined and is therefore treated as defined contribution plan.
35. Contingent liability

There are labour disputes against the Bank and lhe total amount being claimed is approximately M7.1 million. The Bank's lawyers and
management hold a strong view that most of these cases leveled against the Bank are relatively weak and that the Bank will be
successful in defending these cases.
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2015 2014
M ‘000 M '000

36. Related parties transactions/ balances
The Bank is owned by the Government of Lesotho.

A number of banking transaclions are entered into with the Government as the Bank also acts as banker lo the Government in the normal
course of business.

The deposits wilh the Bank held by the Government is disclosed separately in the statement of financial position.
All payments relating to taxes, property rales and service utilisation are made to Government.

Loans to staff are disclosed in note 12.

Gross advances made during the year to:

Heads of Departments and Division Heads Car loans 343 5,760
Furniture loans 142 99
Housing loans 804 1,454

Balances due at end of December:

Heads of Departments and Division Heads Car loans 4,135 7,558
Furniture loans 71 102
Housing loans 5,706 7,314

General Staff Carloans 14,740 12,469
Furniture loans 1,165 999
Housing loans 25,684 17,726

General Staff and Heads of Department Other loans 17,778 14,663

Interest charged for the year:

Heads of Departments and Division Heads Car loans 120 a8
Furniture loans - 13
Housing loans 1 104

During the year Deputy Governoer | had a personal loan advance of M300,000 while Deputy Governer Il had an advance of M200,000. At
year end, the balances were M150,000 and M183,333.33 for Deputy Governor | and Depuly Governor Il respectively.

No provisions have been recognised in respect of loans given fo related parties.'

The loans issued to directors and other key management personnel during the year are repayable monthly and have interest rates of 3%
per annum.

The Bank however requires and accordingly has lhe following as collateral:
- lerminal benefits
- lille deeds and registered mortgages in relation to housing loans

Further, all short term and long term loans are covered by insurance policies lo ensure recoveries in instances of death of employees.

Annual remuneration to key management which includes car allowances

and housing allowances:

Executive Directors' salaries 5,555 5271
Key management salaries 7,520 8,075
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37.

38.

Financial assets by category
The financial assets have been calegorised as follows :

2015
M '000

Financial assets

Cash and balances with Banks
Accrued interest due from Banks

Unit trusts

Investment in SWIFT

Treasury notes and bonds

IMF Subscription Account

IMF Holding of Special Drawing Rights
IMF Funded PRGF Advances

Lesotho Government Securities

Loans to staff

2014
M 000

Financial assets

Cash and balances with Banks
Accrued interest due from Banks
Treasury bills

Treasury notes and bonds

IMF Subscription Account

IMF Holding of Special Drawing Rights
IMF Funded PRGF Advances

Lesotho Government Securities

Loans to staff

Financial liabilities by category
The financial liabilities have been categorised as follows:

2015
M '000

Notes and coins issued

Deposits

Lesotho Government Deposits

IMF Maloti Currency Holding

IMF Special Drawing Rights Allocation
IMF PRGF Facility

Loans and Available for Assets at fair Total
receivables sale value through
profit and loss
7,709,255 - - 7,709,255
8,189 - 8,189
- 795,293 795,293
- 847 - 847
= 2,780,638 1,573,278 4,353,916
751,788 - - 751,788
984,665 - - 984,665
1,073,290 - - 1,073,290
336 - - 336
69,457 - - 69,457
10,596,980 3,576,778 1,573,278 15,747,036
Loans and Available for Assets at fair Total
receivables sale value through
profit and loss
6,821,883 - - 6,821,883
8,588 - - 8,588
585,415 - 585,415
- 2,932,784 1,094,695 4,027,479
585,573 - - 585,673
779,925 - - 779,925
849,081 - - 849,081
582 - - 582
60,831 - - 60,831
9,106,463 3,518,199 1,094,695 13,719,357
Financial Total
liabilities at
amortised
cost
1,324,805 1,324,805
555,803 555,803
6,408,528 6,408,528
669,138 669,138
708,236 708,236
1,073,290 1,073,290
10,739,800 10,739,800
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38.

39.

40.

Financial liabilities by category (continued)

2014
M '000
Financial Total
liabilities at
amortised
cost
Notes and coins issued 1,165,737 1,165,737
Deposits 906,030 906,030
Lesotho Government Deposits 6,007,398 6,007,398
IMF Maloti Currency Holding 521,617 521,617
IMF Special Drawing Rights Allocation 551,998 551,998
IMF PRGF Facility 849,081 849,081
10,001,861 10,001,861
Operating lease
Amount receivable within 12 months 360 241
Amount receivable within 13 to 24 months 396 482
756 723

The above income is for the renlal of houses owned by the Bank. The lease contracts are all for a period of 24 months.

Risk management

Risk is an inherent feature of the Bank's aclivities. The Bank is commilled to managing these risks by applying appropriate structures,
systems and procedures. These slruciures, systems and procedures evolve conlinuously in response to changes in the financial and

economic environment in which the Bank operates.

Management structures

The organisational struclure of the Bank is designed lo ensure an appropriate allocation of responsibililies. This is supported by formal

delegation of authorily and segregation of duties to achieve sound internal controls.

Risk elements

The main risk elements in the Bank's aclivilies are interest rate, market price, credit, market liquidity, operalional, human resource, legal

and reputational risks. These are discussed below:
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40. Risk management (continued)

Market price risk

Market price risk is the risk of loss resulling from changes in market conditions and prices. In its monetary policy operations, the Bank
may be obliged to accept certain market-related risks, which would not be fully compatible with pure commercial practice.

The Bank manages ils market risks responsibly, ulilising appropriate organisational structures and procedures. Exposures and limits are
measured conlinuously and strategies are roulinely reviewed by management on a regular basis.

The following table summarises the Bank's exposure to Foreign currency exchange rate fluctuations as at year end.

Currency 2015 Value of Exchange Maloti
Currency Equivalent
000 M'000
Cash and balances with Banks
South Africa 7,961,056 1.0000 7,961,056
United States 302,929 15.6131 4,729,675
Botswana 543 1.3859 752
England 5,709 23.1535 132,192
European Union 653 17.0547 11,134
Switzerland 134 15.7626 2,114
IMF 45711 21.6530 989,776
Treasury notes, bonds and unit trusts
South Africa 2,117,416 1.0000 2,117,416
United States 156,963 15.6131 2,236,500
Unit trust - US Dollar based 50,938 15.6131 795,293
Currency 2014 Value of Exchange Maloti
Currency Equivalent
000 M'000
Cash and balances with Banks
South Africa 5,260,475 1.0000 5,260,475
United States 106,596 11.5665 1,232,944
Botswana 543 1.2166 660
England 18,521 18.0200 333,470
European Union 144 14.0620 2,019
Switzerland 60 11.6961 700
IMF 46,483 16.7530 778,735
Treasury notes, bonds and unit trusts
South Africa 2,235,679 1.0000 2,235,679
United States 154,907 11.5665 1,791,730
Unit trust - US Dollar based 50,613 11.5665 585,415

Market liquidity risk is the risk that the Bank will encounter difficully in raising funds to meet commitments as they fall due.

The Bank maintains sufficient short-term liquid funds to meet obligations or commitments as they fall due. It also has sufficient reserves to
absorb losses arising from market fluctuations.

Credit risk

Credit risk is the risk of loss due to the inabilily or unwillingness of a counterpart to meet its contractual obligations. Credit risk arises from
advances to and deposits the Bank makes wilh other institutions, and the settllement of financial instruments.

Credil risk policies are formulated by the Investment Technical Commiltee (ITC), which sels counterparty limits and security.

37



Central Bank of Lesotho
Financial Statements for the year ended December 31, 2015

Notes to the Financial Statements

40.

Risk management (continued)
Operational risk

Operalional risk is the risk of loss due to factors such as inadequate systems, management failure, ineffective inlernal conlrols, fraud,
human error or other external events.

The Bank addresses these risks lhrough comprehensive internal controls, back-up facilities, contingency planning and regular internal
audil reviews.

Human resource risk
The parlicular nature of the Bank's aclivilies necessilates specialised knowledge in certain areas.

In order to ensure an adequate knowledge base at all limes, the Bank invests significantly in staff training and succession planning for key
personnel,

Legal risk

Legal risk arises from any uncertainty of enforceability, whether through legal or judicial processes, of lhe obligations of the Bank's
counterparties.

The Bank minimises such uncertainties through continucus consullation with internal and external legal advisers to belter understand the
nature of such risks and to improve the documentalion and structure of transactions.

In addition, the Bank has put in place procedures designed to ensure compliance with all statutory and regulatory requirements.
Reputational risk

The Bank’s objective of achieving and maintaining price slabilily in Lesotho exposes it to exlernal scruliny and possible criticism in the
event of any failures. The Bank also strives for full compliance with the Basel Core Principles for effective banking supervision. The Bank

adheres to best practice established in keeping wilh international standards and, to this end, it maintains close liaison with its regional
peers.
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40. Risk management (continued)
Credit risk analysis

The table below shows the investment spread of the funds of the Bank globally and the credit raling of such inslitutions.

2015
Cash Carrying Maximum Held in Type of Credit
amount exposure Deno- collateral rating
M'000 M'000 mination held
ZAR 71,784 71,784 ZAR none n/a
usbD 1,828 1,828 usD none nfa
GBP 6 6 GBP none n/a
EUR 135 135 EUR none n/a
73,753 73,753
Current and call accounts Carrying Maximum Held in Type of Credit
amount exposure Deno- collateral rating
M'000 M'000 mination held
ABSA Bank 10,737 10,737 ZAR none P-2/Baa2
B.l.S 50 50 EUR none  Supranalional
B.l.S 1,199 1,199 GBP none  Supranalional
B.L.S 1,297 1,297 usb none  Supranalional
Bank of England 30,600 30,600 GBP none P-1/Aa1
Bank of N.Y 40,453 40,453 usoD none P-1/Aa1
Bank of N.Y 4,230 4,230 ZAR none none
Bank of N.Y RAMP 4,184 4,184 usD none P-1/Aal
Citi Bank N.Y 13,189 13,189 UsD none P-2/A3
Citi Bank SA 4,679 4,679 ZAR none P-2/Baa2
Commerz 10,100 10,100 EUR none P-1/A2
Crown Agents 180 180 GBP none F2/BBB
Crown Agents 816 816 usD none F2/BBB
Deutsche Bundesbank 849 849 EUR none N/R
Deutsche Bankers trust 647 647 usb none P-1/A1
Federal Reserve Bank of N.Y 2,811 2,811 usD none Aaa
First Rand 7,794 7,794 ZAR none P2/Baa2
Investec Bank 191,542 191,542 ZAR none P-2/Baa2
NedBank 3,627 3,527 ZAR none P-2/Baa2
Siress 334 334 ZAR none Baal
South African Reserve Bank 4,187,104 4,187,104 ZAR none P-2/Baa?2
Standard Bank 258 258 ZAR none P-2/Baa2
Standard Chartered Botswana 752 752 BWP none NIR
Standard Chartered London 7,499 7,499 GBP none P-1/A+
Swiss Bank 2,114 2,114 CHF none P1/Aa3

4,526,945 4,526,945
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Fixed deposits

ABSA Bank

CitiBank

Crown Agents

Crown Agents

Crown Agents

FEDRES

Firstrand

Firstrand

ICBC ASIA

Investec

NedBank

Standard Bank PLC
Standard Bank PLC
Standard Chartered London
Standard Chartered London

Accrued interest due from Banks

ABSA

Citibank SA

Crown Agents

Crown Agents

Crown Agents

Firstrand

Firstrand

ICBC ASIA

Investec

Nedbank

South African Reserve Bank
Standard Bank PLC
Standard Bank PLC
Standard Chartered London
Standard Chartered London

Treasury notes, bonds and unit
trusts

South Africa

United States-BIS
United States-RAMP
United States

Loans to staff

Housing Loans

Car loans

Furniture loans

Other loans and advances

Carrying Maximum
amount exposure
M'000 M'000
339,509 339,509
101,528 101,528
276,897 276,897
46,363 46,363
203,120 203,120
18,736 18,736
109,606 109,606
140,138 140,138
156,131 156,131
308,496 308,496
359,634 359,634
503,840 503,840
217,123 217,128
281,106 281,108
46,330 46,330
3,108,557 3,108,567
Carrying Maximum
amount expostre
M'000 M'000
2,280 2,280
480 480
8 8
854 854
26 26
45 45
710 710
38 38
1,394 1,394
103 103
816 816
1,155 1,155
130 130
141 141
9 9
8,189 8,189
Carrying Maximum
amount exposure
M'000 M'000
2,117,416 2,117,416
795,273 795,273
1,573,279 1,673,279
663,241 663,241
5,149,209 5,149,209
Carrying Maximum
amount exposure
M'000 M'000
31,094 31,004
19,218 19,218
1,368 1,368
17,778 17,778
69,458 69,458

Held in
Deno-
mination
ZAR
ZAR
ZAR
GBP
UsD
uUsD
uUsD
ZAR
UsD
ZAR
usbD
usD
ZAR
uUsD
GBP

Held in
Deno-
mination
ZAR
ZAR
GBP
ZAR
UsD
UsoD
ZAR
uUsD
ZAR
UsSD
ZAR
ZAR
usD
UsDh
uso

Held in
Deno-
mination
ZAR

UsD

UsSD

USD

Held in
Deno-
mination
LSL

LSL

LSL

LSL

Type of
collateral

held
none
none
none
none
none
none
none
none
noene
none
none
none
none
none
none

Type of
collateral
held
none
none
GBP
none
usoD
none
none
none
none
none
none
ZAR
uso
usD
usbD

Type of
collateral
held

none

none

none

none

Type of
collateral
held

Title deeds
Terminal Benefits
Terminal Benefits
Terminal Benefits

Credit
rating

P-2/Baa2
P-2/Baa2
F2/BBB
F2/BBB
F2/BBB
Aaa
P-2/Baa2
P-2/Baa2
P-3/Baa3
P-2/Baa2
P-2/Baa2
P-3/Baa3
P-3/Baa3
P-1/A+
P-1/A+

Credit
rating

P-2/Baa2
P-2/Baa2
F2/BBB
F2/BBB
none
P-2/Baa2
P-2/Baa2
P-3/Baa3
P-2/Baa2
P-2/Baa2
P-2/Baa2
P-3Baa3
P-3/Baa3
P-1/A+
P-1/A+

Credit
rating

P-2/Baa2
Aaa
Aaa
Aaa

Credit
rating

n/a
n/a
n/a
n/a
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2014
Cash Carrying  Maximum Held in Type of Credit
amount  exposure Deno- collateral rating
M'000 M'000 mination held
ZAR 113,361 113,361 ZAR none n/a
usb 1,238 1,238 usD none n/a
GBP 251 251 GBP none nla
EUR 123 123 EUR none nfa
114,973 114,973
Current and call accounts Carrying Maximum Held in Type of Credit
amount exposure Deno- collateral rating
M'000 M'000 mination held
ABSA Bank 20,897 20,897 ZAR none P2/Baa2
B.l.S 41 41 EUR none Supranational
B.I.S 930 930 GBP none Supranational
B.I.S 960 960 usD none Supranational
Bank of England 21,257 21,257 GBP none P-1/Aa1
Bank of N.Y 914 914 usp none P-1/Aai
Bank of N.Y 30 30 ZAR none P-1/Aa1
Bank of N.Y RAMP 233 233 usp none P-1/Aa1
BankTrust 478 478 usD none P-1/A2
Citi Bank N.Y 21,556 21,556 usD none P-1/A3
Citi Bank SA 4,433 4,433 ZAR none P-2/Baa2
Commerz 1,184 1,184 EUR none P-1/A2
Crown Agents 140 140 GBP none F2/8BB
Crown Agents 605 605 usD none F2/BBB
Deutsche Bundesbank 671 671 EUR none N/R
Federal Reserve Bank of N.Y 2,063 2,063 usD none Aaa
First Rand 7.442 7,442 ZAR none P-2/Baa2
Investec Bank 63,146 63,146 ZAR none P2/Baa?
Nedbank 3,348 3,348 ZAR none P2/Baa2
South African Reserve Bank 3,639,411 3,639,411 ZAR none P-2/Baa2
Standard Bank 341 341 ZAR none P-2/Baa?2
Standard Chartered Botswana 660 660 BWP none N/R
Standard Chartered London 4,626 4,626 GBP none P-1/A+
Swiss Bank 700 700 CHF none P1/Aa3
3,796,066 3,796,066
Fixed deposits Carrying Maximum Held in Type of Credit
amount exposure Deno- collateral rating
M'000 M'000 mination held
ABSA Bank 101,518 101,518 ZAR none P2/Baa2
CitiBank 425,391 425,391 ZAR none F1/AFitch
Crown Agents 162,269 162,269 GBP none F1/AFitch
FedralReseve N.Y 124,918 124,918 usD none Aaa
Firstrand 370,350 370,350 usD none P2/Baa2
Investec 405,836 405,836 ZAR none P2/Baa2
NedBank 208,304 208,304 usbD none P-3/Baa3
Standard Chartered London 144,197 144,197 GBP none P1/A1
Standard Bank PLC 430,172 430,172 usD none P-3/Baa3
Standard Bank PLC 365,483 365,483 ZAR none P-3/Baa3
Standard Bank SA 101,561 101,561 usop none P-2/Baa2
World Bank 70,845 70,845 nene  Supranational

2,910,844 2,910,844
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40. Risk management (continued)

Accrued interest due from Banks Carrying Maximum Held in Type of Credit
amount exposture Deno- collateral rating
M'000 M'000 mination held
ABSA 480 480 ZAR none P2/Baa2
Citibank 1 1 none none
Crown Agents 2,333 2,333 GBP none none
Crown Agents 31 31 ZAR none none
Firstrand 127 127 ZAR none none
Firstrand 1 1 usD none P2/Baa?2
Investec 2,380 2,380 ZAR none P2/Baa2
Nedbank 10 10 ZAR none P2/Baa2
South African Reserve Bank 559 559 ZAR none P2/Baa2
Standard Bank SA 392 392 usp none P2/Baa2
Standard Bank PLC 170 170 usbD none  P-3/Baa3
Standard Chartered London 39 39 usb none P-1/Aa2
Standard Bank PLC 2,065 2,065 ZAR none  P-3/Baa3
8,588 8,588
Treasury notes, bonds and unit trusts Carrying Maximum Held in Type of Credit
amount exposure Deno- collateral rating
M'000 M'000 mination held
South Africa 2,235,679 2,235,679 ZAR none Baal
Unites States-BIS 585,415 585,415 usD none Aaa
United States-RAMP 1,094,695 1,094,695 usb none Aaa
United States 697,105 697,105 ush none Aaa

4,612,894 4,612,894

Loans to staff Carrying Maximum Held in Type of Credit
amount exposure Deno- collateral rating
M'000 M'000 mination held
Housing Loans 25,040 25,040 LSL Title deeds n/a
Car loans 20,027 20,027 LSL Terminal Benefils n/a
Furniture loans 1,101 1,101 LSL Terminal Benefits n/a
Other loans and advances 14,663 14,663 LSL Terminal Benefits n/a
60,831 60,831

All financial assets were fully performing at year end.

AAA - Obligations rated AAA are judged to be of the highest qualily, with minimal credit risk.

Aa - Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.

A - Obligations raled A are considered upper-medium grade and are subject to low credit risk.

B - Obligations rated B are considered speculative and are subject to high credit risk.

P-1 - Issuers (or supporting instilutions) rated Prime-1 have a superior ability to repay short-term debt obligations.
P-2 - Issuers (supporting instilutions) rated Prime-2 have a strong abilily to repay short-term debt obligations.

n/a - Cash and reserve banks do not have a credit raling.

Sensitivity Analysis for the year ended December 31, 2015

The following tables below show the sensilivity of both currency and foreign investment risk should the exchange rate move either +5% or
-5% directions and the overall impact on profil before tax and equity. However, unrealised gains and losses are only dealt with in equily in
line with the Central Bank Act No.2 of 2000.
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Data for currency and foreign investment risk
( figures in original currencies)

December 31, 2015 December 31, 2014
Currency Portfolio Exchange Portfolio Exchange
level rate level rate
ZAR 7,961,056 1.00 7,496,154 1.00
usD 302,929 15.61 312,116 11.57
EUR 652 17.05 143 14.06
GBP 5,709 23.15 18,521 18.02
BWP 543 1.39 543 1.22
CHF 134 15.76 60 11.70
SDR 45,711 21.65 46,483 16.75

Base case
Data for currency and foreign investment risk
( figures in M '000 )
December 31, 2015

Currency Portfolio Portfolio Exchange

level level in % rate
ZAR 7,961,056 57.58 % 1.00
usD 4,729,675 3421 % 15.61
EUR 11,134 0.08 % 17.05
GBP 132,192 0.96 % 23.15
BWP 752 0.01 % 1.39
CHF 2,114 0.02 % 15.76
SDR 989,775 7.16 % 21.65
13,826,698 100 %
Base case

Data for currency and foreign investment risk
( figures in M '000)
December 31, 2014

Currency Portfolio Portfolio Exchange
level level in % rate
ZAR 7,496,154 61.33 % 1.00
UsD 3,610,090 29.54 Y% 11.57
EUR 2,019 0.02 % 14.06
GBP 333,740 273 % 18.02
BWP 660 0.01 % 1.22
CHF 700 0.01 % 11.70
SDR 778,735 6.37 % 16.75
12,222,098 100 %

5% increase in exchange rate
Data for currency and foreign investment risk
( figures in M '000)
December 31, 2015

Currency Portfolio Portfolio Level Exchange
level level in % change rate
ZAR 7,961,056 56.38 % - 1.00
usD 4,966,158 3517 % (247,193) 16.39
EUR 11,690 0.08 % (556) 17.91
GBP 138,802 0.98 % (6,610) 24.31
BWP 790 0.01 % (38) 1.46
CHF 2,219 0.02 % (106) 16.55
SDR 1,039,265 7.36 % (49,489) 22.74
14,119,980 100 %

% Change 2.12%
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5% increase in exchange rate
Data for currency and foreign investment risk
( figures in M'000)

Currency

ZAR
usD
EUR
GBP
BWP
CHF
SDR

% Change 1.93%

5% decrease in exchange rate
Data for currency and foreign investment risk
(figures in M '000)

Currency

ZAR
usbh
EUR
GBP
BWP
CHF
SDR

% Change -2.12%

5% decrease in exchange rate
Data for currency and foreign investment risk
( figures in M'000)

Currency

ZAR
usbh
EUR
GBP
BWP
CHF
SDR

% Change - (1.93%)

December 31, 2014

Level
change

(180,505)
(101)
(16,687)
(33)

(35)
(38,037)

December 31, 2015

Level
change

247,193
556
6,610
38

105
49,489

December 31, 2014

Portfolio Portfolio
level level in %
7,496,154 60.17 %
3,790,595 30.43 %
2,120 0.02 %
350,427 281 %
693 0.01 %
735 0.01 %
817,672 6.56 %
12,458,396 100 %
Portfolio Portfolio
level level in %
7,961,056 58.45 %
4,493,191 33.79 %
10,577 0.08 %
125,583 0.0 %
715 0.01 %

2,008 0.01 %
940,287 6.76 %
13,533,417 100 %
Portfolio Portfolio
level level in %
7,496,153 62.84 %
3,429,586 28.61 %
1,918 0.02 %
317,053 2.65 %

627 0.01 %

665 0.01%
739,799 6.17 %
11,985,801 100 %

Level
change

180,506
101
16,687
33

35
38,937

Exchange
rate

1.00
12.14
14.77
18.92
1.28
12.28
17.59

Exchange
rate

1.00
14.83
16.20
22.00
1.32
14.97
20.57

Exchange
rate

1.00
10.99
13.36
17.12
1.16
1.1
15.92
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Central Bank of Lesotho
Financial Statements for the year ended December 31, 2015

Notes to the Financial Statements

2015 2014
M ‘000 M '000
41. Fair value information
Levels of fair value measurements = -
Level 1 -

Available for sale financial assets - -
Bonds 2,780,638 2,932,784
Unit trusts 795,293 585,415
Financial assets designated at fair value through profit or loss - :
Bonds 1,673,278 1,094,695
Investment in SWIFT 847 =

5,150,056 4,612,894
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