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DIRECTORS' RESPONSIBILITY FOR INTERIM FINANCIAL REPORTING
FOR THE HALF YEAR ENDED 30 SEPTEMBER 2019

The Directors are responsible for the preparation, integrity and objectivity of the Interim Financial Statements, which fairly present
the state of affairs of the Bank.

In preparing the Interim Financial Statements. the following have been adhered to:

. The Development Bank of Southern Africa Act, No. 13 of 1997 (Amended Act No. 41 of 2014) (DBSA Act),

- The Public Finance Management Act No. 1 of 1999 (PFMA];

. International Financial Reporting Standards and the presentation requirements of IAS 34: Interim Financial Reporting; and

- Sections 27 1o 31 of the Companies Act of South Africa, No 71 of 2008 being the relevant and corresponding sections of those
specified in the DBSA Act.

To enable the directors to meet their financial reporting responsibilities:

. Management designed and implemented standards and systems of internal conirol to provide reasonable assurance as to the
integrity and reliability of the Interim Financial Statements and to safeguard, verify and maintain the accountability of the Bank's
assets;

. Appropriate accounting policies, supported by reasonable and prudent judgements and estimates, are applied on a consistent
and going- concern basis; and

. The Audit and Risk Commitiee as well as the internal auditors review the financial and internal control systems, accounting
policies, reporting and disclosure.

Based on the informatien received from management and internal and external auditors, nothing has come to the attention of the
directors to indicate a material breakdown in the systems of internal control during the interim period under review.

The directors have a reasonable expectation that the Bank has adeguale resources io operate in the foreseeable future and
have adopted the going-concern basis in preparing the Interim Financial Statements.

%

<Pgtrick Khulekani Dlamini anse Van Rensburg

fief Executive Officer Chairperson of the Audit ang
Committes

The Interim Financial Statements we -‘( pproved by the Board of Directors on 21 November 2019 and are signed on its behalf
W
i

Chairman of the Board
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DEVELOPMENT BANK OF SOUTHERN AFRICA
CONDENSED STATEMENT OF FINANCIAL POSITION
AS AT 30 SEPTEMBER 2019

30 September 2019 31 March 2019
in thousands of rands Notes Reviewed Audited
Assets
Cash and cash equivalents at amortised cost 3688 120 2922 876
Trade receivables and other assets 352 512 365 579
Investment securities 1. 907 895 1 880 502
Derivative assets held for risk management purposes 648 852 713 304
Other financial asset 43133 43732
Equity investments held at fair value through profit or loss 4 5046 939 5937 578
Development bonds at amortised cost 1 290 545 1290179
Development loans at amortised cost 5 75 237 401 75816 506
Development loans at fair value through profit or loss 6 21 627 2
Property and equipment * 435 130 435 020
Intangible assets 79 682 83133
Total assets 39 651 836 80 488 409
Equity and liabilities
Liabilities
Trade, other payables and accrued interest on debt funding 12 656 296 678 991
Derivative liabilities held for risk management purposes 382 070 297 798
Liability for funeral and post-retirement medical benefits 44 484 44 484
Debt funding designated at fair value through profit and loss 7 6 451 788 6 469 451
Debt funding held at amortised cost 8 44 087 857 44 516 190
Provisions** 13 80 961 309010
Total liabilities 51 703 456 52 315924
Equity
Share capital 200 000 200 000
Retained earnings 23 494 144 22 717 877
Permanent government funding 11 692 344 11692 344
Other reserves 265 004 293 808
Reserve for general loan risk 2 206 888 2 268 456
Total equity 37 948 380 37172 485
Total equity and liabilities 89 651 836 89 488 409

*Property and equipment includes right of use assets.
**Provisions include lease liabilities
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DEVELOPMENT BANK OF SOUTHERN AFRICA
CONDENSED STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

DBSA

30 September 2019 30 September 2018
6 Months 6 Months

in thousands of rands Notes Reviewed Reviewed
Interest
Interest income calculated using the (EIR)* 15 4 016996 4139 582
Other interest income* 15 134 007 122973
Interest expense calculated using the (EIR)™ 16 (1687 975) (1725 766)
Other interest expense™ 16 (289 411) (285 623)
Net interest income 2173 617 2 251166
Net fee income 17 96 617 87 352
Net foreign exchange gain 280 366 628 247
Net (loss)\gain from financial assets and financial liabilities (104 742) 289614
Investment and other income 40 710 40 381
Other operating income 312 951 1045 594
Operating income 2 486 568 3296 760
Project preparation expenditure (25 592) (2417)
Development expenditure (22 515) (1 640)
Expected credit losses on financial assets 11 (1 062 323) ( 501 449)
Personnel expenses (409 445) (380 602)
General and administration expenses (141 755) (132 304)
Depreciation and amortisation (14 604) (9 908)
Profit from operations 810 334 2 268 440
Grants paid (5427) (8129)
Profit for the period 804 907 2 260 311

*Interest income in the September 2018 interim results presented as a combined number of R4.2 billion, to align to September
2019 this number has been split between interest income using the effective interest rate (R4.1 billion) and other interest income of

(RO.1 billion).

*“*Interest expense in the September 2018 interim results presented as a combined number of R2.0 billion, to align to September
2019 this number has been split between interest expense uisng the effective interest rate (R1.7 billion) and other interest expense

of (R 0.3 billion ).
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DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

30 September 2019 30 September 2018

6 months 6 months
in thousands of rands Reviewed Reviewed
Profit for the period 804 907 2260 311
Items that will not be reclassified to profit and loss
Movement due to changes in own credit risk on financial liabilities designated at FVTPL (18 552) (6 809)
ltems that may be reclassified subsequently to profit and loss
Unrealised loss on cash flow hedges (63 420) (170 491)
Loss on cash flow hedges reclassified to profit and loss 3 167 88 822

(10 253) ( 81 669)
Other comprehensive loss (28 B0S) (90 478)
Total comprehensive income for the period 776 102 2 169 833
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DEVELOPMENT BANK OF SOUTHERN AFRICA
CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 30 SEPTEMBER 2018

in thousands of rands

Balancs at 31 March 2018 (1AS 38)

Impact of adapting IFRS 9

Increase in expected credit loss adjustment on development Ioans
Increass in expeclad cradit loss adjustment on laan commilments
Reclassification of invastmants securiiias fram availabia-for-sale Lo fair value through profit or
lossf galn was transfarred |a retained samings

Rustatad balance at 1 April 2018 (IFRS 9)

Nel profit far tha period

Qthar comprehansive Income

Unrealised loss on cash Now hedges.

Lozs on cash flaw hedges reclzssified lo profil or lass

Transfer from ressrve lo general [oan risk

Balanca al 30 Septombar 2018 - reviewad

Mat prafit for the perlod

Othar comprehansive incamel(loss)

Unrealised gain on cash flow hedges

Loss on cash flow hedgas reclassified lo profil and [oss

Gain on ravalimtion of land and buildings

Transter of own credlt risk reserve from own credil risk reserve
Remsasuremant of post employment bansit lability
Mavemanls dus to changes in own credil risk

Transfer to resarve lor genaral [oan risks

Balance al 31 March 2018

FRS 16 Impact

Balance at 1 April 2019

Net profit for the poriod

Othar comprehansive income

Unrealised loss on cash fiow hedges

Loss on cash flow hedges reclassifiad Lo profil and loss
Mavemanls In own credit risk

Translar o rassrva for general loarn risks

Balance al 30 Soptamber 2019

]

capital
200 000

¢

200 0a0

200 000

200 000

200 800

200000

Parmanent Reserys far
povernmant  for genaral
funding  loanrisk
11692344 2811876

11692344 2611678
(431082)

11892344 2180804

87582
11692344 2 288 450

28437

11802344 2200885
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ation

Othar resarves

reserva on land  Cash flow
and bulldings hedge reserve Risk roserva

183 809

183 809

183 B8

18047

151 883

151 883
(179 300)
88822
61 405
35054
5545

(78 288)

Own cradil.

70 030
(12 852)
84134

64 134

{18 582)

45552

Available for
saln reservs
084

(8.084)

(B 094}
335 692

(478 300)
83822

245 214

35954
5545
190847

(12 852)

283 808

293 aoh

Retainad

zatnings
18 472 068

(202 T74)
(3ar)

acoy
18274 812
2260 311

431 08z
21 866 305
836 384

2750

(87 562)
22717 8717

23484 149

Total

eauity
34321078

(202 774)
(3ar7)

34114924
2260311

(178 300)
88822
36284 757
838384
35054
5545

16 847
2760

(12 852)

37172 485
|208)
72 207




DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

in thousands of rands

30 September 2019 30 September 2018

Net cash generated from operating activities

Net cash generated from development activities

Net cash generated from/ (utilised by) investing activities
Net cash flows utilised in financing activities

Effect of exchange rate movement on cash balances

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the period
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6 months 6 months
Reviewed Reviewed
1293 500 1910 240
258 710 3819424
463 948 ( 2829)
{1216 885) (5188 052)
( 34 028) 49 442
765 244 588 225
2922 876 3741853
3688120 4330 078




DEVELOPMENT BANK OF SOUTHERN AFRICA D A

CONDENSED ACCOUNTING POLICIES TO THE INTERIM FINANCIAL STATEMENTS

FOR

2.

THE PERIOD ENDED 30 SEPTEMBER 2012

1 Statement of compliance
The reviewad condensed interim financial stalemenls for the period have been prepared in compliance with International Accounting Standard 34: Interim Financial
Reporting, the requirements of the PFMA and seclions 27 to 31 of the Companies Act of Soulh Africa (Act Mo 71 of 2008) being the relevant and corresponding
sactions specified in the DBSA Act and National Treasury Regulations. The first half year results for 2020 have not been audiied, but have been indepandently
raviewed by the Bank's extamal audilors.

2 Basis of preparation
Accounting policies adopted and methods of computation are consistent with those applied to the annual financial stalements al 31 March 2019, except for the
adoption of IFRS 16: Leases. The condensed interim financial statements are prepared on the historical cost basis, except that the following assels and liabliities are
slaled at falr value: land and buildings, post retirement medical benefit, financial instruments designated at fair value through profit or loss, financial instruments held at
fair value through profit or loss and derivative financial instruments,

=

Significant accounting judgements, estimates and assumptions

The preparation of the interim financial stalemenls requires management to make judgements, estlimates and assumptions that affect the application of accounting
policies and reparted amounts of assets, liabillies, income and axpenses. Actual results may differ from these eslimales. Estimates and underlying assumptions are
reviewed on an ongoing basis.

(a) Judgement

Business model

The classification and measuremriant of firancial assets depends an the resulls of the solely payments of principal and interest (SPPI) and the business model test. The
Bank determines the business model at a level that reflects how groups of ial assets are ged togeiher lo achieve a particular business objective. This
assessmenl includes judgement reflecting all relevant evidence including how the performance of the assets is evaluated and measured, the risks that affect the
performance of the assels and how these are managed, and hoiv the managers of the assels are compensated. The Bank monitors financial assels measurad at
amortised cast or fair value through other comprehensive income that are derecognised prior ta their maturity to understand the history for their disposal and whether
the reasons are consislent wilh the objective of the business for which lhe assel was held. Monitoring is part of the Bank's continuous assessment of whether the
business model for which the remaining financlal assets are held cantinues to be appropriate and if it is not appropriate whether there has been a changs in business
mode! and so a prospective change to the classification of those assets.

The classification depends on the Bank's business model for managing financlal assets and the characteristics of the contractual cash flows of the financlal assets as
escri

Cash and cash equvalonts at amortised cost To colct contractual cash fows ~ Amorlised cost

Casifows that are-scisiy princial and
intsresl

Invastmant sesuntiss Held primarily for sala 1o manage Fair valua tvaugh profit of loss

lipédity naads.

Devslapmant bonds at amortised cost To collact contractual cash flows Amartizad cost Cashifiows thal are selely principal and
intereat

Davalopment loans 2t falr valua thvough profit or loss. To eollect contractual cash flows Fair value through proiit of loss Cashflows thal ara nal ealaly paymsnt of
principal and intarest on tha principal
amounts autstanding

Trate racelvables and other asssts Té collect cantraclual cazh flows Amortised cosl Cashfiows that are solely principsl and
interast

Derivative assats hald for risk managamant puposes Denivative azset hald for nsk Fair valua through profit or loss

managemant purposas

The classification of financial liabilities depend on the Bani's business modal for managing financial liabilities and lhe charactaristics of the contractual cash flows of
the financial liabilities as descrbed below:

Dbt funding designaind 1 fur vakis frough prafit and lnss Forms par of the assat- bty

manageinent purpose

Dabt funding held at amortisad cost Forms part of the asset- abiity Held at amortised cost
marnagement purpcss

Trade, other payabies and accrusd intgrest on debt funding Suniry creditors — normal accrusls for dey-  Held at amortsed coat

to-day operational expensas, accrued
Interest raised on fnancial man(sl liabiliss
and amounts dua to third-party managed
funds.
Derivaliva linbiliies haid for ek managament purposes Derivative iabilitas held for igk mansgement Fair value thraugh profil ar loss
purposes

(b) Assumptions and estimates

(I) Going concern

The Bank's management has made an assessment of its ability to continue as a going concarn based on forecast information and is salisfied that it has the resources
lo continue in business for the foreseeable future, Furthermora, management is not aware of any material uncertainties thal may cast significant doubt upon the Bank's
ability to continua as a going concern. Therefore, the financial statements continue to be prepared on the going-concem basis.

(il) Fair value

When measuring fair-value, the Bank uses the assumptions that market participants would use when pricing the asset or the liability under current market canditions,
including assumplions abiout risk. The Bank uses a fair-value hierarchy thal categerises assets and liabilities inta three levels. The different levels are based on the
degree to which the inputs to the fair-value measurements are observable and Lhe significance of the inputs to the fair-value measurement. Where relevant inputs ara
nol observable, inputs are developed to reflect the assumplions that markel participants would use when determining an appropriale price for the asset or liability.

(i) Measurement of expected credit losses (ECL)

Key assumptions in determining the impairment of financial assets:

- Assessment of whether credit risk on the financial asset has increased significantly since inilial recognition and incorparation of forward-looking infermation in the
measurement of expected credit losses.

« Forward-looking economic expectations are included in ihe ECL where adjustments are made based on the Bank's macroeconomic oullook, such as spacific event
risk, have been taken into account in ECL eslimates.

« Establishing relative weightings of forward-looking infermation (besl, base, and worst) for inclusion in the ECL calculation.

(iv) Loan commitments

To the extent thal the amount of the expected credit losses on loan commitment exceeds the camying amount of the assaciated financial assel racognised in the
statement of financial position, the amount of the cradit losses is presented as a provision. Provision is made far undrawn loan commilments to be provided at balow-
markel interast rales and for similar facililies if it is probable that the facilities will be drawn and results in recognition of an asset at an amount less than the amount
advanced.
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3 Adoption of New Standards
IFRS 16: Leases
IFRS 16: Leases, which replaced IAS 17: Leases, was applied effective from 1 January 2019. IFRS 16 applies to all leases with the exception of licenses of intellectual
proparty, rights held by licensing agresment within the scope of IAS 38: Inlangible Assets, service concession arrangements, leases of biological assets within the
scope of IAS 41; Agriculture, and leases of minerals, oil, natural gas and similar non-regenerative resources. IFRS 16 Includes an accounting policy choice fara
lessea to elect not to apply IFRS 16 to remaining assets within the scope of IAS 38: Intangible Assets, which the Bank has decided to apply.

IFRS 16 does nol result In a significant change to lessor accounting; however, for lessee accounting there is no longer a distinction between operaling and finance
leases. Lessees will be requirad to recognise both:

- A lease liability, measured at the present value of remaining cash flows on the lease, and

- A right of use (ROU) asset, measured at the amount of the inilial measurement of Ihe lease liabilily, plus any lease paymentis made prior to commencement date,
initial direct costs, and estimated costs of restoring the underlying assel to the condition required by the lease, less any lease incentives received. Subsequently the
Izase liability will increase for the accrual of interest, resulting in a constant rate of return throughout the life of the lease, and reduce when paymenls are made. The
right of use asset will amortise 1o the income statement over lhe life of the lease. There is a recognilion exemption in IFRS 16 for leases with a term not exceeding 12
months, which allows the lessee to apply similar accounting as an cperaling lease under IAS 17.

The Bank applied IFRS 16 on a medifled retrospective basis and did not restate comparatives as permilied by the standard. The Bank applied the following transition
options avallable under the modified retrospective approach:

- To calculate the right of use of asset equal to the lease liability, adjusted for prepaid or accrued payments.

-To apply the recognition exception for leases with a term not exceeding 12 months.

- To use hindsight in determining the lease term if the contract contains oplions to extend or terminate the lease.

“The impact an adoplion of IFRS 16 was an increase In praperly, equipment and leased assets of R7.2 million, and an increase in Provisions and other liabilities of
R7.2 million. Refer to note 1 for the transitional impact of IFRS 16.

4 Amendment to IFRS 9: Financial Instruments
The IASB published Prepayment Features with Negative Compensation (amendments to IFRS 9) to addrass the concerns about how IFRS 9: Financial Instruments
classifies particular p ble financial assels. In addition, the IASB clarified an aspect of the accounting for financial liabilities fallowing a modification.

Changes regarding symmelric prepayment options: Prepayment Features with Negative Compensation amends the existing requirements in IFRS 9 regarding
termination rights in order to allow measurement at amortised cost (or, depending on the business madel, al fair value through ather comprehensive income) even in
the case of negalive compensation payments. Under the amendmenis, the sign of the prepayment amount is not relevant, i.e. depending on the interest rate prevailing
at the time of lermination, a payment may also be made In favour of the contracting party effecting the early repayment. The calcutation of this compensation payment
must be the same for both the case of an early repayment penalty and the case of an early repayment gain.

Clarification regarding the medification of financial liabilities: It clarifies that an entity recognises any adjustment to the amortised cost of the financial liability arising
from a modification or exchange in profit or loss at the date of the madification or exchange. A retrospeclive change of the accounting treatment may, therefore,
become necessary if In the past the EIR was adjusted and not the amortised cost amount. There are no development loans or bonds with prepayment features with
negalive compeansation. The Bank has no modified financial Hiabilities.

These standards have been issued and have no impact on the Bank's Interim Financial Statements:

+ IFRS 17: Insurance Centract

+ Amendmenis o IAS 19: Plan Amendment, Curtallment or Settlement

+ Amendments lo IAS 28: Long-term Inlerests in Associates and Joint Ventures
+IFRS 13: Business Combinations

«IFRS 11: Joinl Arrangements

+1AS 12: Income Taxes

- IAS 23: Borrowings Cosls

+ IFRIC Interpretation 23: Unceriainty over Income Tax Treaiments

o

Significant accounting policies
Financial Instruments

-

Financial assets and financial liabilities are recognised on the Bank's statemenl of financial position when the Bank becomes a party to the conlractual provisions of
the Instrument. Recognised financial assels and financial liabilities are intially measured al fair value. Transaction costs that are directly atiributable to the acquisition
or issus of financial assets and financial liabiliies ather than financial assels and financial liabilities at fair value through profil and loss are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recogrition. Transaction costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit and loss are recognised immediately in profit or loss.

{a) Financial assets

On Initial recognition, the Bank classifies its financial assets into one of the following measurement categories at:
. amorlised cost,

. fair value through profit and loss (FYTPL).

(i) Financial assets at amortised cost
A debt instrument that meets both of the follawing conditions (other than those designated at fair value through profit or loss):
+  held within a business madel whese objective is 1o held the debt instrument (financial assel) in order to collect contractual cash flows; and
+  the contractual terms of the financial asssl give rise on specified dates to cash flows thal are solely payments of principal and jntarast on the principal amount
culstanding,
These financial assets are subsequently measured at amortised cost using the EIR methed. The financial assets at amortised cost include the following:
+ Developmenl loans;
+  Development bonds;
+  Cash and cash equivalenis; and
Trade raceivables and other assels,

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

The classification of financial instruments at initial recognition depends on the characteristics of contractual cash fiows and the
business model for managing the instrument.

Debt instruments at FVTPL are:

+ Assets with contractual cash flows thal are not SPPI; and\or

+ Assels that are held in a business model other than held to collect conlractual cash flows or held to collect and sell.

These assets are measurad at fair value, with any gainsflosses arising on remeasurement recagnised in profit or loss. Fair value
is determined in the manner described In note 9. These assets consist of other financial assets, equity investmants, investment
securities and derivalives,
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DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED ACCOUNTING POLICIES TO THE INTERIM FINANCIAL STATEMENTS (CONTINUED) DB SA
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

(b) Financial liabilities

Financial liabllities are classified either as:
. held at fair value through profit or loss or
~amortised cost.

Where a financial liabllity Is designated at fair value through profit or loss, the movement In falr value atiributable to changes in the Bank's own credit risk is calculated
by determining the changes in credit spreads above observable market interest rates and is presented separately in other comprehensive incame.

Financial liabilities at falr value through profit or loss
Financial liabilitles are classified as al fair value through prafit and loss when the financial liability is (i) held for trading, or (i) it is designated as al falr value through
profit and loss.

A financial liability is classified as held for trading if the Bank has designated financial liabilities at fair value through profil or loss in the following circumstances:

. it has been incurred principally for the purpose of repurchasing it in the near term; or

. on initial recognition it is part of a portfolio of identified financial instruments that the Bank manages together and has a recent actual pattern of short-term profit-
taking; ar

. itis a derivative that is not designated and effective as a hedging instrument.

(iv) Amortised cost
Financial liablliies at amortised cost includes loans and borrowings, rade and other payables. Al other financial liabilities not designated at FVTPL are classified as
financial kiabililies held at amortised cost. These financial liabilities are Inltially recognised at fair value and subssquently at amorlised cost. The amartised cost of a
financial liabilily is the amount at which the financial liability is measured at initial recognition, minus principal repayments, plus ar minus the cumulative amortisation,
using the EIR method, of any difference between the initial amount recognised and the maturity amount.

5.2 Impairment of development loans
The Bank recognises expected credit losses on the following Instruments:
. Financial assels held al amortized costs.
. Financial guarantees issued, and
. Loan commitments issued.

Far the measurement of expectad credit loss, the Bank applies a lhree-stage approach to the measuring expected credit loss (ECL) on debt instruments accaunted
for al amortized cost, financial guarantess and loan commitments.

(a) Three stages

Asseals migrale through the following three stages based on the change in credit quality since initial recognition:

Stage 1: 12-months ECL
Far exposures where there has not been a significant increase in credit risk since initial recognition and that there are not credit impaired upon origination, the ECL
associate for these financlal assets is based on a 12 months ECL.

Stage 2: Lifetime ECL - not credit impaired

For credit exposires where there has been a significant increase in credit risk since initial recognition but, thal are nol credit impaired, a lifetime ECL Is recognised.

Stage 3: Lifetime ECL - credit impairad

At each reporting date, the Bank assesses whether financlal assets carried at amortised cost are credit-impaired. A financial asset is ‘credil-impaired’ when one or
more events that have a detrimental impact on the estimated future cash flows of the financial asset have occurred.

A financial asset thal is credit impaired that has been renegoliated due to a deterioration in the borrower’s condition that resulted in the derecognition of the financial
asset and the recognition of a new financial asset, Is usually considered to be credit-impaired at originalion unless, there is avidence that the risk of not receiving
contractual cash flaws has reduced significantly and there are no other indicators of impairment.

Evidence that a financial assel is credit-impaired include observable data about the fallowing events:

. Significant financial difficulty of the issuer or the barrower;

. A breach of contract, such as a default or past due event after considering the Bank exception rules;

. The lender(s) of the borrawer, for economic or contractual reasons relaling to the borrower's financial difficulty, having granted to the borrower a concession(s) thal
the lender(s) would not otherwise consider;

. Itis becoming probable that the borrower will enter Bankrupley or other financial reorganisation;

. The disappearance of an active market for that financial asset because of financial difficulties; or

. The purchase or origination of a financial asset at a deep discount that reflects the incurred credit losses.

Purchase or originated credit impaired loan (POCI)

For financial assets that are considered credit impaired on purchase or on origination, & lifetime ECL is recognised.

For purchased or originated cradit-impairad financial assets, the Bank calculates credit-adjusted effective interest rate, which is calculated based on the amortised
cost of the financial asset of its gross carrying amount and incorporates the impact of expected credit losses in the estimated future cash flows. On modification, a
quantitative assessment is performed to compare the present value of the remaining contractual cash flows under the original terms with the contractual cash flaws
under the revised terms, both amounts discounted at the original effective intarest. If the difference in present value is greater than 10%, the Bank deems the
arrangement is substantially differsnt leading to derecognition, an assessment is performed to determine whether the new assel is considered credit impaired on
origination.

Determining the stage for expected credit losses (ECL)

At each reporting dale, the Bank assesses whether there has been a significant increase in credit risk of the financial assels since initial recognition by comparing the
risk of default occurring over the expected life between the reporting date and the date of initial recognition. In determining whether credil risk has increased
significanlly since initil recognition, the Bank uses Its intemal credit risk grading system, external risk ratings and forecast information to assess deterloratian in the
credit quality of a financial asset.

b) Presentation of allowance for ECL in the statement of financial position

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

+ Financial assats measured at amoriised cosl: as a deduction from the gross carrying amount of the assets;

+ Financial-guarantes contracts: generally, as 2 provision where a financial instrumenl includes both a drawn and an undrawn component;

« The Bank does nol identify the ECL on the loan-commitment componenl separately from lhose on the drawn component: the Bank presenls a cambined loss
allowance for both components;

« The combined amount is presented as a deduction from the gross carrying amount of the drawn component; and

« Where the financial instrument only includes the undrawn loan commitment resulling in excess of Ihe loss allowance over the grass amount of the drawn companent,
the impairment allowance is presented as a provision.
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DESA

DEVELOPMENT BANK OF SOUTHERN AFRICA i rah—

CONDENSED ACCOUNTING POLICIES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED)
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

5.3
5.3.1

532

54

5.5

5.6

57

5.8

5.9

Development loans

Development loans at amortised costs

Development loans at amortised costs are initially recognised at fair value plus transaclion costs. Subsequent lo Initial recagnition, davelopment loans are measured
at amortised cost o fair value through profit or loss. Development loans at amortised cost are measured using the effective interest method, less any allowance for
expected credit losses

Development loans at Fair value through profit or loss
Development loans at fair value through profit ar loss are initially recognised at fair value plus transaction costs . Subsequent ta initial recognition, development loans
al fair value through profit or loss are measured at fair value, with any changes in fair value recognised in profit or loss.

Debt funding

Designated at fair value through profit and loss

Debt securities issued and lines of cradit are the Bank's sources of debt funding. Debt securities and lines of credit issued are initially measured at fair value less
incremental direct transaction costs, and subsequently measured al their amortised cost using the EIR method, except where the Bank designates liabilities at FVTPL
in which case itis measured al fair value with changes in fair value recognised in profit or loss. For the determination of the fair value.

Contingent liabilities
Transactions are classified as contingent when the Bank's obligations depend on uncertain future events not within the Bank's control.

Loan commitments

Loan commitments are recognised at the date that the Bank becomes a party 1o the irevocable commitment (fixed commitment); at the date when all the conditions
pracedent (CPs) are met, and when the loan Is at the implementation stage. We also assume this to be the dale of origination of the loan. The Bank enters into
commitments lo lend Lo ils customers subject fo certain conditions. Such loan commitments are made either for a fixed period, or are cancellable by the Bank subject
to notice condltions.Provision is made for undrawn loan commilments to be provided at below market interast rates and for similar facilities if it is probable that the
facilities will be drawn and results in recognition of an assets at an amount less than the amount advanced.

The Bank will recognise ECL on loan commitments. Refer to note 48 for the policy disclosure. ECLs arlsing from lean commitments are includad within provisions;
refer to note 17. Subsequently, they are measured at the higher of this amortised amount less the amount of ECL allowance.

Financial guarantees
Financial guaranlees are conlracts that require the Bank lo make specified payments to reimburse the holder for a loss that it incurs because a specified debtor fails to
make payments when It is due, in accordance with the terms of a debt instrument.

Related parties

The Bank is a Schedule 2 public entity in lerms of the PFMA and therefore falls within the naticnial sphere of government. As a consequence, the Bank has a
significant number of relaled parties that also fall within the national sphere of government. In addition, the Bank has a related party relationship with the directors and
executive management. Unless specifically disclosed otherwise, these transactions are concluded on an arm's length basis and the Bank is able to transact with any

entity.
The South African government, through Mational Treasury (the sharshelder), is the parent of the Bank and exercises ultimate cantrol.

Events after the reporting date

An event, which could be favaurable or unfavourable, thal occurs between the end of the reporting pericd and the date that the financial statements are authorised for
issue. Adjusting event: An event after the reparting period thal provides further evidence of conditions that existed at the end of the reporting period, including an
event that indicates thal the going concern assumption in relation to the whole or part of the enterprise is not appropriate. Non-adjusting event: An avent after the
reporting peried thatis indicative of a condition that arose after the end of the reporting period.
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5.14

Net Interest income

Interest income and expenses for all financlal instruments except for those classified as held for trading or these measured or designated as at FVTPL are recognised
in 'Net interest income’ as ‘Inlerest income’ and ‘Interest expense’ I the statemenlt of comprehensive income using the effective interest malhed, Interest on financial
instruments measured as at FVTPL is Included within the fair-value movement during the year.

The EIR is the rate that exactly discounts estimated future cash flows of the financial instrument through the expected Iife of the financial instrument or, where
appropriate, a shorter period, to the net carrying amount of the financial asset or financfal liabifity. The fulure cash flows are estimated taking Into account all the
contractual terms of the instrument.

The calculation of the EIR includes all fees and points paid or received betweer! parties to the contract that are incremental and directly attributable to the specific
lending arrangement, transaction costs, and all other premiums or discounts. For financial assets at FVTPL, transaction costs are recognised in profit or loss at initial
recognition.

The interest incomelaxpansa is calculated by applying the EIR to the gross carrying amount of non-credil-impaired financial assets (i.e. at the amortised cost of the
financial assel before adjusting for any ECL allowance), or ta the amortised cost of financial liabilities. For credit-impaired financial assets, the interest income is
calculated by applying the EIR to the amariised cosl of the credit- impaired financial assets {I.2. the gross carrying amount less the allowance for ECLs. For purchased
or originaled credit-impairad (POCI) financial assets, the EIR reflects the ECLs in determining the future cash flows expected to be received from the financial asset.

ECL in the Bank's statement of profit or loss also includes the effective portion of fair value changes of derivatives designaled as hedging instruments in cash flow
hedges of interest rate-risk. For fair value hedges of interest rate risk interest income and expense, the effective portion of fair value changes of the designated
derivatives as well as the fair value changes of the designated risk of the hedged item are also included in interest income and expense.

Hedge accounting

The Bank designates cerlain derivatives as hedging instruments in respect of foreign currency risk and interest-rate risk in fair-value hedges or cash-flow hedges. The
Bank applies fair-valus hedge accounting of portfolio hedges of interest-rate risk by using the exemption to continue with IAS 35: Financial instruments. hedge
accounting rules for these portfolios hedgas.

At the Inception of the hedge relationship, the Bank documents the relationship bétween the hedging instrument and the hedged ftem, along with its risk management
objectives and its strategy for undertaking various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Bank assesses
whether the following effectiveness requirements are met:

« There is an econamic relationship between the hedged item and the hedging instrumenl. Tharefore, Lhere must be an expectation that the value of the hedging
instrument and the value of the hedged item would move In the apposite direction because of the common underlying or hedged risk. The Bank enters into hedge
relationships where the critical terms of the hedging instrument match exactly with the terms of the hedged item;

= The affect of credil risk does not dominale the value changes that resull from thal ecenomic relationship; and

« The hedge ratio of the hedging relationship is the same as thal resulting from the quantity of the hedged item thal the Bank actually hedges and the quantity of the
hedging Instrument that the Bank actually uses to hedge Lhat quantity of hedged item. The Bank determines the hedge ratio by comparing the notional amount of the
derivalive with the principal of the debt issued or the loan granted. If the loan granted has an amortising principal the Bank enters inlo interest-rate swaps with an
equivalent amortising notional amounts.

The Bank rebalances a hedging relationship in order to comply with the hedge ratio requirements when necessary. In such cases, discontinuation may apply to anly
part of the hedging relationship.

If a hedging relationship ceases to meet the hedge effecliveness requirement relating to the hedge ratio but the risk management objective for that designated hedging
rélationship remains the same, the Bank adjusts the hedge ratio of the hedging relationship (i.e. rebalances the hedge) so that it meets the qualfying criteria again

In some hedge relationships, the Bank designates only the intrinsic valus of options. In this case, the change in fair value attributable to the time valus of money
companent of the option contract is deferred to the statement of other comprehensive income. Over the term of the hedge if the hedged item Is time relaled, the
amount of the original time value of the option that relates to the hedged item is amortised fram equity to profil or loss on a rational basis (e.g. straight line) over the
term of the hedging relationship. The change in fair value attributable to the time value of money component of the option cantract is capilalised to the carrying amount
of the hedge If lhe hedged item is not recognised on a lime-accrual basis (ransaction related) and reclassified back to the profit or loss when the option matures or is
exercised.

Segmentinformation

An operaling segment is a distinguishable component of the Bank that engages in business activifies from which it may eam revenues and incur expenses, including
revenues and expenses that relate to ransactions with any of the Bank's other campenents, whose aperating results are reviewed regularly by the Bank's Execulive
Committee (being the chief operaling decision-maker) lo make decisions about resources allocated to each segment and assess its performance, and for which
discrete financial information Is available. The Bank's operaling segments and the compliance of the Bank's segment report to the reporting standards (IFRS) is
reviewed yearly for any changes that might warrant updating the Bank's reportable segments.

Lease liabilities

The lease liability is Inilially measured at the present value of the contractual payments due to the lessar over the lease term, with the discount rate determined by
reference to the Bank's Incremental borrowing rate at the date of entering into the lease. Faor Variable lease payments fixed amounts are assumed and used in the
calculation of Ihe lease labillty, the difference in the amounts assumed and the amounts paid are expensed in the statement of profil or loss. subsequent to initial
recognition, the inlerest accrued Is Included in the balance of the lease liability and the repayments are reduced to the balance of the lease liability.

Right of use assets

The right of use asset is initially measured at the amount of the lease liability, reduced for any lease incentives received, and increased for:
« lease payments made at or before commencement of lhe lease;

« initial direct costs incurred; and

- the amount of any provision recognised where the Bank is contraclually requirad to dismanlle, remove or restore the leased assel.

The Bank applies the cost model subsequent to the initial measurement of the right of use assets.

Depreciation on right of use assets:

Subsequent to initial measurement. the right of use assets are depreciated on a slraight-line basis over the remaining term of the lease or over the remaining
econarmic life of the assel should this term be shorter than the lease term unless ownership of the underlying asset transfers to the group at the end of the lease term,
whereby the right of use assets are depreciated on a straightline basis over the remaining economic life of the asset. This depreciation is recognised as part of
aperating expenses.

Termination of leases:

When the Bank or lessar terminates ar cancels a lease, the right of use asset and lease liability are derecognised. Any difference in the right of use asset and the
lease liabllity is recognised in profit or loss on derecognition.
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DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED)
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

1 New Standards
1.1 IFRS 16: Leases

The Bank applied IFRS 16 on a madified retrospective basis and taok the aption nol to restate comparative periods.

1.2 Transition note - IFRS 16

(a) Impact on the condensed consolidated statement of financial position at 1 April 2019

IFRS 16
Balance as at transition Balance as at
in thousands of rands 31 March 2019 adj. 1 April 2019
Property and equipment * 435 020 7 002 442 022
Total assels 435 020 7002 442 022
Total equity and liabilitles
Trade, ather payables and accrued interest on debt funding 678 9 3314 BH2 305
Provisions 309 010 3 896 312 306
Total liabilities 988 001 7210 995 211
Total retained earnings 22717 877 (208) 22717 669
23 705 878 7002 23712 880

Total equity and liabilities

{b) Impact on the condensed statement of comprehensive income at 30 September 2019 as aresult of adoption of IFRS 16: leases

Movement as
at 1 April
in thousands of rands 2019

Increase in depreciation charge for the period 1705
increase in interest expense 75

Total for the period 1980

* R1.7 million was paid to the Bank's lessors during the current pariod as a result of [ease agreements.

(C) Reconciliation of IFRS 16 impact reported in March 2019 annual financial statements to actual amountscalculated on 1 April 2019:

Expeclad IFRS 16 transition impacl 7210
(7 210)

Actual transition impact
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DEVELOPMENT BANK OF SOUTHERN AFRICA ;
CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED) D.' .S.A
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

2 Financial Assets by category
30 September 2019

At amortised Total carrying
in thousands of rands cost FVTPL amount Fair value
Cash and cash equivalents at amortised cosl 3 688 120 3688120 3 686 120
Trade receivables and other assets 352 512 - 352 512
Investment securities 1907 B85 1 907 885
Derivative assets held far risk management purposes 648 852 648 852
Other financial asset 43133 43133
Equity investments held at fair value through praofit or loss 5946939 5946939
Development bonds at amortised cosl 1290 545 - 1 248 198
Development loans at fair value through profit or loss 21 827 21 627
Development loans al amortised cost 88 048 386
f 566 448 101 906 662
Level 1 Level 2 Level 3
In thousands of rands category category category Total
Financial assets held at fair value
Investmant securities* 591 567 1316 328 1907 895
Derlvative assals held for risk management purposes 648 852 52
Other financial assel 43133
Equity investments held at fair value through profit or loss 3809 563 2137376 5 946 939
Development loans at fair value through profit or loss - E 21 827 21827
591 567 5817 876 2159 003 8 568 446
Financial assets held at amortised cost for which falr values are disclosed
Cash and cash equivalents at amortised cost 3 688 120 - 3 688 120
Trade receivables and other assets - 352 592 352 512
Development bonds at amortised cost 1248 198 - 1 248 198
Development loans at amartised cost - BB 049 386 BB 049 388
4936 318 88 401 BOE 93 338 216
Total fair value of financial assets 591 567 10 754 194 50 560 901 101 906 662
*Derivative assets held for risk management and investmentsecurities are mandatorily held at FVTPL.
31 March 2019
Total
At amortised carrying
in thousands of rands cost FVTPL amount Fair value
Cash and cash equivalents at amortised cost 2922 B76 & 2922 876 2922 BT6
Trade receivables and other assets 152617 - 152 617 152 617
Investment securities - 1880 502 1880 502 1 880 502
Derivative assels held for risk management purposes - 713304 713304 713 304
Other financial asset . 43732 43732 43732
Equity investments held at fair value through profit or loss . 5937 578 5937 578 5837578
Development bonds at amortised cost 1290179 - 1290179 1227 075
Development loans at amortised cost 75816 508 = 75816 506 66 423 383
80 182 178 8575 116 88757 294 99 301067
Level 1 Level 2 Level 3
In thousands of rands category category category Total
Financial assets held at fair value
Investment securities® 586 507 1293 995 & 1 880 502
Derivative assels held for risk managament purpeses - 713 304 - 713304
Other financial asset - 43732 - 43732
Equity investmenis held at fair value through profit or loss - 3715782 2221796 5937 578
586 507 5766813 2221796 B 575116
Financlal assets held at amortised cost for which fair values are disclosed
Cash and cash squivalents at amortised cost - 2922 876 - 2922876
Trade receivables and other assels - - 152 617 152 617
Development bands at amortised cost - 1227075 - 1227075
Development loans at amortised cost - - 86 423 383 86 423 383
= 4149 951 86 576 000 90 725 951
Total fair value of financial assets 586 507 9916 764 88 797 796 99 301 067

*Derivative assels held for risk management and in

=3

R
orily held at FVTPL.
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Financial liabilities by category
30 September 2019
At amortised Total carrying
In thousands of rands cost FVTPL amount Fair value
Derivative liabllilies held for risk management purposes 382 070 g2 070
Trade, other payables and accrued interest on debt funding 520 716 529 716
Debt funding designated al FVTPL 6451 7688
Debt funding held at amortised cost 44 087 B57 44 087 B57 46 741 232
44 617 573 51451 431 54 104 BOG
In thousands of rands Total
Financial liabilities held at fairvalue
Debt funding designated at FVTPL 6451 788
Derivative liabilities held for risk managemant purposes® 382070
6833 858
Financial liabilities held at amortised cost for which fair values are disclosed
Trade, olher payables and accrued interest on debt funding 105 590 124 016
Debl funding held at amortised cost 46 741 232 -
47 146 930 124 018
Total fair value of financial liabilities 53 980 788 124018 54 104 806
*Derivative liabilities held for risk management purposes are mandatorily held at FYTPL.
31 March 2019
At amortised Total carrying
in thousands of rands cost FVTPL amount Fair value
Derivative liabilities held for risk management purposes - 297 798 297 798 297 798
Trade, other payables and accrued inlerest an debt funding 483 264 - 483 264 483 264
Debt funding designated at FVTFL - 6469 451 64869 451 6 469 451
Debt funding held at amortised cost 44 516 190 - 44 516 190 46 905 569
44 999 454 6 767 249 51766 703 54 156 082
Level 1 Level 2 Level 3
In thousands of rands category category category Total
Financial liabilities held at fairvalue
Debt funding designated at FVTPL - 6469 451 & 6 469 451
Derivative assets held for risk management purposes & 297798 - 297 798
- B 767 249 - 6 767 249
Financial liabilities held at amortised cost for which fair values are disclosed
Trade, other payables and accrued interest en debt funding - 363 447 119 817 483 264
Debt funding held at amortised cost - 46 905 569 - 46 905 569
= 47 269 016 119 817 47 388 833
Total fair value of financial liabilities - 54 036 265 119 817 54 156 082
30 September 31 March
2019 2019
in thousands of rands Reviewed Audited
Equity Investments
Equity investments held at fair value through profit or loss 5946 939 5937 578
Equity investments held at FVTPL consist of direct equity in ordinary shares and third-party managed private equily funds
Cost
Balance at beginning of the Period/Year 34889 701 4160 421
Acquisitions 32 330 143 102
Capital return (73 456) (303 B22)
Balance at end of the Period/Year 3958 576 3999 701
Fair value adjustment
Balance at beginning of the Period/Year 651802 588 425
Currant period fair value adjustments (68 718) 41457
Realised capital gain - 22020
Balance at end of the Period/Year 583 184 651902
Foreign exchange adjustments
Balance at beginning of the Periad/Year 786 505
Unrealised gain 473606
Realised gain 25 864
Balance at end of the Perlod/Year 1285975
Fair value at the end of the Period/Year 5 846 939 5937 578
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DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED)
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

5.2

30 Septembe 31 March
9 2019
in thousands of rands Reviewad Audited
5 Development loans at amortised cost
5.1 Analysis of development loans
Balance al the beginning of the Period/Year 82373 780 79 B70 646
Movements during the period 760 2503134
Upfront fees integral ta development loans (420 (361 530)
Gross development loans dag 82 012 250
Provision far ECLs on develapment loans 4 15) (6 195 744)
Net development loans at the end of the Period/Year 401 75 816 506
Movements during the Perlod/Year:
Leans disbursed - current period 3564 822 8 807 786
Interest accrued -effective interest rate 3885 325 77257862
Contractual interest on stage 3 158 358 230 957
Development loans written off (186 994) (258 568)
Foreign exchange - adjustment 534 438 3504 589
Gross repayments (7521 809) (17 646 146)
Fees raised - current period 28 256 142 639
Transfer adjustments - (3 885)
Movements for the Period/Year 760 316 2503134
5.3 Provislon for ECLs on development loans reconciliation
Balance at the beginning of the year 6195 744 4 823 167 |
IFRS 9 Transition adjustments 202774
Restated balance at the beginning of the Period/Year 7 5025 941
Impairment of current period interast 158 358 230857
Loans written off during the period (188 924) (258 568)
ECL charge 1302 307 1197 414
Stage 3 291 223 333 357
Stage 1 and 2 311084 864 057
Balance at the end of Period/Year 7 467 415 6195 744

5.

o

30 September 30 September

2019 2018

in thousands of rands Raviewed Reviewed
54 Analysis of impairment charge

Stage 3 ECL 991 223 245119
Stage 1 ECL {65 195) 45728
Stage 2 ECL 376 279 200 330
Balance at the end of the Period/Year {refer to note 11) 1302 307 491177
Reconciliation of the net carrying amount of development loans at amortised cost
in thousands of rands Stage 2 Stage 3 Total
Gross carrying amount as at 1 April 2019 29 604 173 4011 413 82012 250
Transfer from Stage 1 to Stage 2 2031 655) 2 031 655 -
Transfer from Stage 2 to stage 3 {1 812 550} 1612 550
Transfer from Stage 2 to stage 1 35011 (35 011) -
Transfer from Stage 3 to stage 2 4927 {4 927) -
New disbursements 3404 200 160 622 3 564 822
Financial assets derecognised during the perlod other than write-offs - - - -
Repayments (5 273 308) (1973 640) (274 941) (7 521 889)
Interest capitalised during the period 2326 943 1 447 136 111 246 3 385 325
Confractual interest on stage 3 loans 158 358 158 358
Write-offs (188 994)
Foreign exchange movamenls 293 897 419 816 834 438
Fees 15925 18388 28 256
Movement in faes that are ntegral to the loan (21 063) {39 902) (67 750)
Graoss carrying amount as at 30 September 2019 47 146 614 30 D09 214 82 704 818
Less provision for ECLs (132.751) (3 664 886) (3 669 778) (7 467 415)
Balance at 30 September 2019 47 013 B2 26 344 328 1.879 211 75237 401
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31 March 2019

Amortised cost

in thousands of rands S:'L‘age 1 Stage 2 Stage 3 Total
Gross carrying amount as at 1 April 2018 47 435432 28 840 103 3585 1M 79 870 646
Transfer from Stage 1 to Stage 2 (2 579 521) 2 579 521 - =
Transfer fram Stage 2 lo stage 3 - (371 930) 371930 -
Transfer from Stage 2 o stage 1 2299738 (2 299 738) - -
New disbursement 8 807 786 - - 8807 786
Repaymenls (13 228 960) (4 022 969) (394 217) (17 646 146)
Interest capitilised during the period 4 628 159 2 967 951 128 652 7725762
Contractual interest on stage 3 loans - - 230957 230957
Write-offs - - (258 568) (258 568)
Fareign exchange movemanls 1283811 1885762 335016 3504 589
Fees 130 546 9025 3088 142639
Other transfars (1815) - (2 070) (3 885)
Movemenl in fees that are integral to loan (375 512) 16 448 1534 (361 530)
Gross carrying amount as at 31 March 2019 48 396 664 29604 173 4011413 82012 250
Expected credit losses (197 946) (3288 607) (2709191) (6195 744)
Balance at the end of the Period/Year 48 198 718 26 315 566 1302 222 75 816 506
*The lotal amount of undiscounted ECLs at initial recognition for purchased or credit impalired development loans recognised during the period amounted to Rnil.
Development loans modified in the prior yaar did not result in derecognition of development loans. Modified development loans remained within the same stage.
30 September 31 March
2019 2019
in thousands of rands Raviewad Audited
Maximum exposure to loss
Developmant loans at amortised cost receivable net of ECLs
Stage 1 loans 47 146 614 48 396 664
Stage 2 loans 10 009 214 29604 173
Stage 3 loans 5 548 989 4011413
Loss allowance (7467 415) (6 185744)
Development loans at amortised cost receivable net of expected loss 75 237 401 75 816 506
30 Septamber 30 September
2019 2018
in thousands of rands Reviewed Reviewed
5.7 Impairment releases charges, claims and recoveries on development loans at amortised cost
Net impairments raised to the statement of comprehensive income ( refer ta note 11) 1302 307 491 177
5.8 Reconciliation of expected credit losses on development loans at amortised cost Stage 1 Stage 2 Stage 3
in thousands of rand 12-month ECL  Lifetime ECL  Lifetime ECL Total
Opening balance as at 1 April 2019 197 946 3 288 607 7708 191 6185744
Transfer from Stage 1 to Stage 2 (13 063) 58 305 . 45 242
Transfer from Stage 2 to Stage 3 - (306 473) 903 205 596 732
Transfer from Stage 3 to Stage 2 - (1 211) (454)
Transfer from Stage 2 to Stage 1 16 (502) - {4886)
New disbursement 3s0 . 390
Repayments (339) (91) (21) (#51)
Impairment of interest 5B 358 158 358
Write-cffs - (188 994) (188 894)
Foreign exchange movemenis 1478 60083 81715 123 276
Subsequent Changes in ECL due to changes in risk paramelers
(PD's,LGD's and EAD) (53 677) 564 200 27535 536 058
Balance at the end of 30 September 2019 132751 3 664 886 3 669 778 7 467 415
Stage 1 Stage 2 Stage 3
In thousands of rands 12-month ECL  Lifetime ECL  Lifetime ECL Total
Balance at 1 Aprif 2018 (IAS 39) 397 650 2024748 2400 769 4 823 167
IFRS 9 adjustment (182 102) 382 200 2 676 202774
Restated balance as at 1 April 2018 (IFRS 9) 215548 2406948 2403 445 5025941
Transfer from Stage 1 to Stage 2 (58 080) 482 006 - 423 926
Transfer from Stage 2 to Stage 3 - (93 138) 273885 180 747
Transfer from Stage 2 to Stage 1 47 701 (304 377) - (256 676)
New disbursement 8985 - - 8985
Repayments (750) (2281) (4 BOB) (7837)
Madification of contractual cash flows of financial assets 206 891 206 891
Impairment of interast - - 230857 230 957
Write-offs (258 568) {258 568)
Foreign exchange movemants 14 088 189 532 260 080 463700
Subsequent Changes in ECL due ta changes in risk parameters
(PD's,LGD's and EAD) {29 546) 403 026 (195 B02) 177 678
Expected credit losses allowance as at the end of the year 197 946 3 288 607 2709 191 6195 744

*Modifications in the prior year did not lead to derecagnition of development loans.
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DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED)
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

30 September 31 March

2019 2019

in thousands of rands Reviewad Audited
6 Development loans at fair value through profit or loss
Balance at the beginning of the Perlod/Year - -
Movements during the pericd 32609 -
Gross development loans at fair value through profit or loss. 32 609 -
Fair value adjustmeants (10 982) -
Net development loans at fair value through profit or loss 21 627 -
Movements during the Period/Year:
Loans disbursed - current period 29 693 -
Interest accrued 2086 -
Forslgn exchange - adjustment 830 -
Movements for the Period/Year 32 609 -
7 Debt funding designated at FVTPL

Reconclliation of debt funding at FVTPL
Balance at beginning of the PeriodiYear 6 469 451 6473 055
Premiums/discounts 17 901 32 900
Fair Value Movements 265 366 565 355
Interest Repayments (300 930} (601 853)
Balance at the end of the Period/Year 6451788 6 469 451

Debl funding al FVTPL consists of listed DV bonds.

8 Debt funding held at amortised cost

Debt funding | 28 666 528
Lines of credit 11639 15 849 662

Balance per statement of financial position 44 0B7 B57 44 516 190

Accrued interest 405 698 363 447
Balance at the end of the year including accrued interast 44 483 555 44 879 637

Reconciliation of debt funding at amortised cost

Balance al beginning of the Period/Year 44 516 190 47 040 916
Capital raised 96210 13102 081

Capital repaid (10982 183} {18618727)
Premiumsidiscounts 155132 285 165
Forex adjustments 802 508 2706 755
Accrued interest (refer to note 12) 405 690 363 447
Balance at the end of the Period/Year including accrued interest 44 493 555 44 879 637

w

Fair value hierarchy disclosures

The Bank measures fair values in accordance with IFRS 13, which defines fair value as the price that would be received to sell an asset or paid to
transfer a liabllity in an orderly lransaction betwsen markel participants at the measurement date. The Bank also uses a fair value hierarchy thal categorises
inta three levels the inputs to valualion techniques used lo measure fair value, which gives highest priority to quoted prices.

Level 1

Financial instruments valued with reference to unadjusted quoted prices for identical assets or liabilities in active markets where the quoted price is readily available
and the price represents actual and regularly accurring market transactions on an arm's-length basis. An aclive markel is one in which transactions occur with
sufficient volume and frequency to provide pricing infarmation on an ongaing basis. This category includes capital-market assets, listed-equily investments and debt
securities.

Level 2

Financial Instruments valued using inputs other than quoted prices as described above for level 1 but that are observable for the asset
or liability, either directly or indiractly, such as:

+ Quoled price for similar assels or liabililies in inactive markets;

+ Quoted price for identical or similar assets or liabilities in inactive markeis;

+ Valuation model using observable inputs; and

« Valuation model using inputs derived from or corroboraled by observable markel data.

This category includes deposits, derivatives, unlisted equity investments and debt securities.

Level 3
Valuations are based on unobservable inputs. Financial instruments valued using discounted cash-flow analysis. This category includes only unlisted equity
investments.
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The table below shows the fair value hierarchy of the Bank's financial assels and financial liahilities.

In thousand of rands Level 1 Level 2 Level 3 Total
30 September 2019
Financlal assets at fair value through profit and loss
Development loans at fair value through profit or loss - 21 627 21 627
Investment securities 591 567 | 316 328 - 1907 895
Derivative assets held for risk management 648 852
Other financial asset 43133 -
Equity investments held at fair value through profit or loss 3809 563 2 137 376 5946939
Financlal assets held at amortised cost for which fair values are disclosed
Cash and cash equivalents at amortised cosl 3688120 3 688 120
Trade receivables and other assels - 352 512 352 512
Develapment bonds at amartised cost 1248 198 - 1248 198
Development loans at amortised cost - 58 049 386 88 049 386
Total financial assets 591 567 10 754 194 90 560 901 101 906 662
Financial liabilities designated at fair value through profit and loss
Derivative liabilities held for risk management 382 070 382070
Debt funding designated at FVTPL 6451 788 G451 788
6833 858 - 6 833 852
Financial liabilities held at amortised cost for which fair values are disclosed
Debt funding held at amortised cost 46 741 232 46 741 232
Trade, olher payables and accrued interest an debt funding 405 698 124 018 520 718
Total financial liabilities 53 980 788 124 018 54 104 BOB
March 2019
Financial assets at fair value through profit and loss
Investment securities 586 507 1293995 - 1880 502
Derivative assets held for risk management purposes - 713304 - 713304
Olher financial asset - 43732 - 43732
Equity investments held at fair valuz through profit or loss - 3718782 2221796 5937 578
Financial assets held at amortised cost for which fair values are disclosed
Cash and cash equivalents at amortised cost - 2922 876 - 2922 876
Trade receivables and other assets - - 152 617 152617
Development bonds at amortised cost = 1227075 - 1227075
Development loans at amortised cost - 86 423 383 86 423 383
Total financial assets 586 507 9916 764 88 797 796 99 301 067
Financial liabilities designated at fair value through profit and loss
Derivative liabllities held for risk management purposes - 297 798 - 297 798
Debt funding designated at FVTPL - 6 469 451 - 6 469 451
Financial liabilities held at amortised cost for which falr values are disclosed
Trade, other payables and accrued interest on debl funding - 363 447 118817 483 264
Debt funding held at amortised cost = 46 905 568 = 46 906 569
Total financial liabilities = 54 036 265 119 817 54 156 082
30 Seplember 31 March
2019 2019
Transfers
Transfers from  from level |
In thousand of rands level 1 to level 2 to leval 2
Assets
Investment securities 1263995
Development bonds 1227075
Total assets - 2521 070
Liabllities
Debt funding designated at FVTPL - 6469 451
Debt funding held at amortised cost 23387 778
Total liabilities - 29 857 229

The Bank's assesses each ilem for which fair value is disclosed at each reporting date and discloses transfers between levels should the assessment resull in a
change in level, Municipal bonds, State awned entity bonds and funding: debt securities were transferred from level 1 to level 2 during the year due to the volume or

level of activity close to measurement date not supporting a level 1 fair value classification.
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DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED)
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

31 March
2019
Audited

In thousand of rands

Balance at the beginning of the Period/Year 2343219

Decrease in fair value of equity investments 0) (121423

Balance at the end of the Peripd/Year 2221796
The table below shows the fair valua hierarchy and valuation lechniques used to determine their fair values:
30 September 2019 31 March 2018

Fair value Fair value
In thousand of rands Fair valua hiararghy Fair value hierarchy
Financial Instruments
Financial assets
Derivative assats hald for risk management 648 852 2 713304 2
Development loans at fair value through profit or loss 21627 3 -
Investment securfties 1907 895 land 2 1880 502 1and2
Equity investments held at fair value through profit or loss 5946939 2and 3 5937 578 2and3
Other financial asset R 2 43 732 2
Total financial assets 8575116
Financial liabilities
Derivative liabilities held for risk management 382 070 2 297798 2
Debt funding designated at FVTPL 6 451 788 2 6469 451 2
Total financial liabilities 68338 6767 249

Valuation techniques used to determine fair value

(a) Derivatives

Include discounted cash flaw models, comparison with similar instruments for which observable market prices exist, Black-Scholes and palynomial option pricing
models and other valuation models. Input includes independenlly sourced market parameters (interesl rale yield curves, equities and commodities prices, option
volalilities and currency rates).

(b) Investment securities
Market cbservable bond prices from the interest rate market of the JSE Securities Exchange interest rate market.

(c) Equity investments

(i)Valuation techniques for direct equity In ordinary shares

if the market for a financial instrument is not quoled, the Bank uses a valuation technique to establish what Ihe transaclion price would be in an arm's length exchange
mitivated by normal business considerations. The Bank uses valuation techniques that include price of recent in if available, di d cash flow analysis
based on free cash flows, eamings or dividends using a market-related adjusted discount rate, long-term valuation (rule of thumb price eamings growth (PEG)), and
oplion pricing models. The Bank ensuras that these valuation techniques optimise the use of markel inputs and rely as little as possible on entity-specific inputs,
incorporate all factors that market participants would consider in setting a price, and are consistent with accepted economic methodologies for pricing financial
instruments. In accordance with the best invastmeant and valuation practice, a marketability and other discount is applied to direct equity investmenis. The guidelines
provides that marketability and ather discount in the range 10% to 30% should be factored into the valuation. Different factors are considered in setting the
marketability and other discount and it is possible for the marketability and other discount for & particular instrument to be outside the guideline range.

{ii) Valuation techniques for third party managed private equity

Private equity funds are valued by fund managers periodically in accordance wiih international private equity and venture capital valuation guidelines. These guidelines
have taken consideration of IFRS and set out recommandations that represent current best practice on the valuation of a private equity and vanture capital
invesiments. The guidelines also set oul the valuation methodologies that may be considerad for use in estimating the fair value of underlying businesses and
unquoted instruments in a private equity fund, namely price of recent investmenl, earnings multiple, discounted cash flows or earnings (of underlying businesses),
discounted cash flows (from the investment) and industry valuation benchmarks. The guidelines also provide that in the case of unguoted equity investments,
marketability and other discounts in the range 10% to 30% should be factored into the valuation. Different factors are considered in setting the marketability discounts
and itis possible for the marketabllity discount for a particular Instrument to be outside the guideline range.

(d) Other financial asset
The fair value of other financial asset is based on the listed markat price,

(e} Development loans at fair value through profit or loss

The Bank uses present value lechnique, which is an application of the income approach to calculate the fair value of the development loans. Valuations under the
income approach, such as present value techniques converts expected future amounts to a single present amount. The Bank uses discount rate adjustment present
value technique, which attempls to capture all the risk associated with the ltem being measured in the discount rale and is most commonly used to value assels and
lizbilities with cantractual payments such as debt instrumenis. The discount rate is used to calculate the present value of cash flows. The valuation excludes nan-
performing loans due to cash flow being uncertain.

(f) Debt funding designated at FVTPL
Market-observable bond prices from the interest-rate market of the Johannesburg Securities Exchange. No adjustments are made to abservable prices,
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In thousand of rands Stage 1 Stage 2 Stage 3 Total
Development loans commitments

Reconciliation of development loan commitments carrying amounts

30 September 2019

Balance at the beginning of the Period/Year 7463 250 593 rv2 435 745 8492 767
MNew loan commitments issued 2 430 - 2972 438
Transfer from stage 1 to stage 2 (872 4499) 872 499 [1}
Disbursements (3433 894) (160 822) {3594 516)
Withdrawals (2 781.578) (593 772)

Foreign exchange gains 5438 19 572

Balance at the end of the 30 septamber 2019 3353 157 711877 455 317

31 March 2019

Balance at the beginning of the Period/Year 7295 957 - 7295 957
New loan commitments issued 11710113 - - 11710113
Transfer from stage 1 to stage 2 (814 227) 514 227 0
Transfer from stage 1 to stage 3 (435 512) = 435512 -
Disbursements (8 807 363) - {8 BOT 363}
Withdrawals (1861 812) - - (1861812)
Foreign exchange movements 76 094 79545 233 155 872
Balance at the end of the Period/Year 7 463 250 593772 435745 8492 767
Reconciliation of Provision for ECL on commitments

30 September 2019

Opening balance as at 1 April 2019 1933 244 083 246 018
Transfer from stage 1 to stage 2 (170} 51 (119)
New lean commitments 1827 1827
Fareign exchange movements ] 8
Subsequent Changes in ECL due to changes in risk paramelers (PD's, LGD's and EAD) {330) (244 085) (244 415)
Expected credit losses allowance as at 30 September 2019 3 268 51 3319
31 March 2019

Balance at 1 April 2018 (IAS 39) - - - -
IFRS 9 Adjustments 3377 = - 3377
Restated balance as at 1 April 2018 - IFRS 9 3317 - - 3377
New loan commitments 244 085 = 244 085
Foreign exchange movements 16 16
Subsequent changes in ECL due to changes in risk paramelers (PD's.LGD's and EAD) (1 460) (1 460)
Balance at the end of the Period/Year 1933 244 085 - 246 018

30 Seplember 30 September

2019 2018
In thousands of rands Review Reviewed
ECL recognised for the period
Trade receivables and other assels 2833 565
Development loans at amartised cost 1302 307 491177
Development bonds at amortised cost [ 118} { 123)
Loan commitments (242 639) 9 830
1 062 323 501 449
Impairment releases/(charges), claims and recoveries
Met impairments raised to the statement of comprehensive income 1062 323 501 449
30 September 31 March
2019
In thousands of rands Audited
Trade, other payables and accrued interest on debt funding
Financial liabilitles
Accrued interest (financial market liabilities — amoriised cost) 363 447
Deferred incoms 16 179
Trade payables 108 267 103638
Balance at the end of the Period/Year 529 716 483 264
Non-financial liabilities 126 580 195727
Balance at the end of the Period/Year 656 298 678 991
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DEVELOPMENT BANK OF SOUTHERN AFRICA

CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED)

FOR THE PERIOD ENDED 30 SEPTEMBER 2019

13 Provisions
30 September 2019

Current
Opening  Period/Year Utilised during Closing
In thousands of rands balance provision the Period/Year balance
Development expenditure 62 992 16778 {4 284) 75486
Provision for expected losses on loan commitments 246 018 - (242 599) 3319
309 010 16778 (246 983) 78 BOS
Opening Current period Closing
In thousands of rands balance Addition interest Repayments Current portion balance
Lease liability 7233 275 {2 043) (3 309) 2156
7233 275 {2 043) (3 309) 2156
Total Provision and lease liabilities 80 961
31 March 2019
Current Utilised
QOpening Period/Year during the IFRS 9 Clesing
in thousands of rands balance provision Period/Year adjustement balance
Development expenditure B6 640 5358 (9 008) - 62992
Provision for expected losses on loan commitmenis - 242 641 - 3377 246 018
66 640 247 999 (9 0086) 3317 308 010

30 September

30 September

2019 2018

In thousands of rands Reviewed Raviewed
14 Condensed Segmental Information
Total Interest Income
RSA Municipalities 1423 BU3 1410 107
RSA Economic and Social 1758 611 172334
Rest of Africa 710 261 900 015
Infrastructure Delivery 3 -
Treasury 258 328 229 089
All other * 5 4
Total DBSA 4151 003 4 262 555
Profit/(loss) for the perlod
RSA Municipalities 575524
RSA Economic and Sacial 912 981
Rest of Africa (59 365 962
Infrastructure Delivery (3211)
Treasury g1 9 7368 648
All other * [ 65 990) ( 329 593)
Total DBSA 804 907 2260 311
30 September 31 March

2019 2019
In thousands of rands Reviewad Audited
Total assets
RSA Municipalities 28 232 189 27908 786
RSA Economic and Social 35255886 35244 023
Rest of Africa 19 014 355 19893 391
Infrastructure Delivery 176 115 186 885
Treasury 6373 385 5690 160
All other * 589 926 565 164
Total DBSA B3 651 836 89 488 409
Total liabilities
RSA Municipalities 17 153 209 15075 081
RSA Economic and Social 23653923 21285673
Rest of Africa 11 700 839 10 167 588
Infrastructure Delivery 158 186
Trzasury 1386259
All other * 4243137
Total DBSA 52 315924

All revenue is derived from external customers and there are no inler-segmental ravenues.

*All other includes Project preparation, Agencies and Corporate assets.
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15

16

30 September 30 September

2019 2018
In thousands of rands Reviewed Reviewed
Interest income
Interest income calculated using the EIR
Cash and cash equivalents 138 244 124020
Development bonds 7 61177
Interest income on development loans 3 817 575 3954 385
Amortisatian of upfront fees 35179
Development loans } BB5 325 3919 206
Total Interest Income calculated using the EIR 1 016 996 4 139 582
Interest received on financial assets held at FVTPL
Derivative assats held for risk management purposes 33913 36 807
Developmant loans at fair vaiue through profit or loss 2086 -
Equity investments - interesl received from mezzanine instruments 11836 17 904
Investment securities 86 172 68 262
Total other interest income 134 007 122973
Tolal interest income 151 003 4 262 555
Interest expense
Interest expense on financial liabilities calculated using the EIR
Bank and other payables® 258 4343
Debl funding held at amortised cost 1681 717 1721423
Total interest expense on financial liabilities calculated using the EIR 1 687 975 1725 766
Derivative liabilities held for risk management purposes {31 382) (33 390y
Funding: debt securities at FVTPL 320 793 319013
Total other interest expense 289 411 285 623
Total interest expense 1977 3 2011 389
Net interast expense 2173 617 2251 168
*Bank and other payables Include intarest relating fo lease liabililies.
Net fee income
Gross fee income
Lending fees 24 239 48 649
Management fees 97 626 71555
Non-lending fees 1472 1729
Total fee income 123 337 121 933
Gross fee expense
Fees on funding 5938 13623
Guarantee fees 19851 20 958
Other fees 831 .
Total fee expense 2672 34 581
96 617 87 352

Net Fee income

Lending fees

Lending fees are fees that ars eamad in funding transactions that are not an integral part of the loan and therafare do not farm part of the EIR calculation of the loan.

The fees are recognised when the perfermance obligation is completed.

Management fees

Management fees refer to fees earned by the Bank for acting as an implementing ageni. The fees are eamed for implementing the client's mandate as per the

agreement between the Bank and the client. The fees are sarned based an the stage of completion of the project.

Non-lending fees

The fees relate lo non-lending services provided lo customers and are recognised when the service obligation is completed.
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DEVELOPMENT BANK OF SOUTHERN AFRICA D" 23 SA

CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS(CONTINUED)
FOR THE PERIOD ENDED 30 SEPTEMBER 2019

18 Related partles
DBSA is one of the 21 Schedule 2 major public entities in terms of the PFMA and therefore falls within the national sphere of government. As a consequance, the Bank
has a significant number of related parties that also fall within the national sphere of governmenl. In addition, the Bank has a related party relationship with the
direclors and executive management. Unless specifically disclosed otherwise, these transactions are concluded on an arm's length basis and the Bank is able ta
transact with any entity. The South African government, through the Ministry of Finance, is the parent of the Bank and exercises ultimate control.

30 September 31 March
2019 2019
In thousands of rands Raviewed Audited

19 Commitments

Development loan commitmants 4 520 352 84592 767

Development expenditure 168 167 66 642
Project preparation expenditure 224 674 81031
Equity investments commitments 763147 786410
Capital commitments 125 204 125204
Gross commitments 5 649 544 9 552 055
Provision far ECLs (3319) (246 018)
Net commitments at the end of the Period/Year 5 646 225 9 306 037

20 Contingencies

Contingent liabilities

The Bank operates in a legal and regulatory environment that exposes it to litigation risks. As a result, itis involved in disputes and legal pr which arise in the
ordinary course of the business. The Bank does not expect the ultimate resolution of any of the proceedings to have a significant adverse effect on its' financial
pasition. These claims cannol bz reasanably estimated at this time.

Guarantees
The Bank has approved and Issued guarantees on behalf of barrowers amounting to:

21 Irregular, fruitless and wasteful expenditure

210

o

Fruitless and wasteful expenditure

Detalls of fruitless and wasteful expenditure
Interest on late payments

Lost foreign currency

Missed flights 37 .

21.2 Irregular expenditure

Balance at the beginning of the Period/Year 394 -
Incurred in the current Period/Year - 394
Condoned - -
Removed - -
Balance at the end of the Period/Year* 194 394

In the process of condonation®
22 Events after the reparting period
There were no adjusting events that occurred after the reporting date.

23 Independent review by auditors

These condensed interim financial statemenis have been reviewed by Auditor General of the Republic of South Africa who expressed a conclusion on the condensed
interim financial statements. A copy of the auditor's review conclusions is available far inspection at the registered office of the Bank.
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Abbreviations and acronyms
ALCO
CP
DBSA
EAD
ECL
EIR
EUR
FVTPL
IAS
IASB
IFRS
LGD
PD
PEG
PFMA
POCI
ROU
RSA
SPPI
usD
ZAR

Asset and Liability Management Committee
Condition Precedent

Development Bank of Southern Africa
Exposure at default

Expected credit loss

Effective interest rate

Euro

Fair value through profit or loss
International Accounting Standard
International Accounting Standards Board
International Financial Reporting Standards
Loss given default

Probability of default

Price earnings growth

Public Finance Management Act
Purchased or originated credit impaired loans
Right of use

Republic of South Africa

Solely Payment of Principal and Interest
United States Dollar

South African Rand
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