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2019 - DBN Operating Leadership &
@ a Glance Context Governance

Our second Integrated Report provides
information and performance data on
the operations of the Development
Bank of Nigeria between January 1,2019
and December 31, 2019. This report
focuses on the issues that are most
critical to our business and stakeholders.

It contains information on the execution
of our core mandates, whilst also giving
insight into our financial performance in
the course of the year.

The decision and process to issue an
integrated report has been carried out

- 5
_..f.i-

How we Our approach
create value to sustainability

through a participatory and interactive
approach involving our senior
management and employees. Under
our sustainable banking approach,
integrated reporting is an ever-
developing process. To this end, we
believe comments and opinions from
stakeholders will prosper the
organization, shape the corporate
strategy and contribute to the high-
quality value creation process.

This report has been guided by local
and international standards: the
Nigerian Sustainable Banking Principles,

“

~s

Looking to Financial Appendices
the future Performance

Global Reporting Initiative (GRI)
standards and reporting criteria as well
as the United Nations Sustainable
Development Goals (SDGs).

This report reflects a higher standard in
our approach to reporting. For more
information on our other initiatives and
achievements, please visit our website:
devbankng.com

MSMEs in Nigeria.

A new

dawn for
MSMEs

in Nigeria

Leadership & How we Our approach
Governance create value to sustainability

Major Financial Highlights
Feedback from our Stakeholders
2019 Annual Lecture Series
2019 MSME Summit

Awards and Certifications
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History

The Development Bank of Nigeria was
conceived by the Federal Government of
Nigeria in collaboration with global
development partners to address the
major financing challenges facing Micro,
Small and Medium Scale Enterprises in
Nigeria.

Our main objective is to alleviate financing
constraints faced by MSMEs and small
corporates in Nigeria. We do this through
the provision of financing and partial
credit guarantees to eligible financial
intermediaries on a market-conforming
and fully financially sustainable basis.

We directly contribute to alleviating
specific financing constraints that hamper
the growth of domestic production and
commerce by providing targeted
wholesale funding to fill identified
enterprise financing gaps in the MSME
segment.

In addition, we play a focal and catalytic
role in providing funding and risk-sharing
facilities by incentivizing financial
institutions, predominantly Deposit-
Money and Microfinance Banks. We also
improve the capacity of our financial
intermediaries by providing them with
funding facilities designed to meet the
needs of these smaller clients.

o ANNUAL INTEGRATED & STATUTORY REPORT 2019
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Our ﬁ

Vision

To be Nigeria's
primary development
finance institution;
promoting growth and
sustainability.

o T

Sustainability

Transparency

Our
Mission

Excellence

To facilitate

sustainable socio-
economic development
through the provision
of finance to Nigeria's
underserved MSMEs
ough eligible financial
intermediaries.

Diversity

Mg, Development
)©L | DBN Bank of Nigeria
s

n
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Our Five-Year Strategic Plan

Reach

We will scale up our impact
geographically and
sectorally through

partnerships, alliances and

capacity building.

01

S'éz | DBN Development
—,,"\\— Bank of ng&i‘;:

Explore
New Channels

We will create new
mechanisms for
sustainable financing
through non-regulated
intermediaries and
innovative products.

02

Advocate for
MSMEs

We will become the
champion for MSMEs
through policy formulation &
regulation, dialogues,
communication, outreaches
and impact assessment.

)3

Our approach
to sustainability

Develop
Internal Capacity

We will improve our
processes, people and
technology to meet and
exceed the expectations of
our stakeholders.

04

Looking to Financial Appendices
the future Performance

Impact

We will monitor and evaluate
every product offering,
relationship, agreement and
incentive to ensure optimal
effectiveness.

05
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A message
from our
Chairman

As DBN remains
committed to playing its
role in promoting inclusive
growth and economic

diversification in the country, i

remain committed to playing
lead role in advocacy

and finance for the

MSMEs sector.

ANNUAL INTEGRATED & STATUTORY REPORT 2019

Operating Environment

The 2019 financial year has indeed been
an interesting one. Global economic
recovery was slow due to uncertainties
arising from trade tensions, lackluster
global economic activity, commodity
price volatility, debt burdens in the major
economies, fragmentation in the
European Union and rising anti-
globalization sentiments and
protectionism.

In Nigeria, the situation was no different.
The macroeconomic environment was
characterized by a slow GDP growth rate,
inflationary pressures and a high
unemployment rate. According to the
National Bureau of Statistics, inflation
increased from 11.85% in November to
11.98% in December 2019.

GDP growth rose to 2.55% (year-on-year)
in real terms in Q4 of 2019, the highest
quarterly growth performance since the
2016 recession, resulting in an annual
2019 real growth rate of 2.27%. This was
largely driven by the strengthening
momentum in the oil segment of the
economy. Nevertheless, output growth
was slower than the population growth
rate, resulting in a decline in per capita
income.

The current account was in deficit for
most of the current year, and gross
international reserves fell to around
USS$38 billion as at the end of December
2019, reflecting a decline in the foreign
reserve holdings of short-term securities
and equity. The exchange rate at various

| DBN Development
Bank of Nigeria

©

My
7

windows however remained stable,
assisted mostly by a deliberate strategy
of the Central Bank of Nigeria.

Revenue underperformed significantly
relative to the budget target in the first
half of 2019, due to declining oil
revenues and unrealized revenue
projections. This led to higher financing
needs, resulting in an overreliance on
expensive borrowing from the Central
Bank of Nigeria to finance the fiscal
deficit.

The Central Bank of Nigeria had to deal
with the economic headwinds in the
year, due to rising inflation, a slowly
growing GDP and elevated fiscal deficits.
The concern around foreign reserves
growth and falling international oil prices
resulted in its decision to maintain the
MPR at 13.5%, keeping the Cash Reserve
Ratio at 22.5% and liquidity ratio at 30%.

The operating environment in the
banking industry was rocked by key
policy directions of the Central Bank of
Nigeria. These however provided DBN
with the impetus to refocus its efforts on
the attainment of its development
objectives. Of note is the Central Bank of
Nigeria's circular
BSD/DIR/GEN/LAB/12/049, titled
“Regulatory Measures to Improve
Lending to the Real Sector of the
Nigerian Economy” By that circular, the
CBN required all Deposit Money Banks
("DMBs") to attain a minimum Loan-to-
Deposit Ratio ("LDR") of 65% by
December 31, 2019. This was aimed at
incentivizing DMBs to expand their credit

facilities to the productive sectors of the
economy.

DBN adopted a multi-faceted approach
to respond to the challenges in the
economic and policy environment. For
example, it engaged in a significant
review of the collateral and lending
requirements for the Participating
Financial Institutions (“PFIs"), to continue
to encourage their participation in
DBN's lending programme. Efforts were
also intensified to develop new products
and instruments to support the MSME
sector. DBN also continued its positive
engagements with the Central Bank of
Nigeria, providing feedback on the
impact of the DMBs response to the
implementation of the circular on
Development Banks and other
Development Finance Institutions.

Despite the challenging operating
environment, DBN was able to nearly
double its reach on access to finance to
MSME end-borrowers from 35,120
recorded in FY 2018, to 65,216 as at the
end of the 2019 financial year.

During the year, DBN's credit guarantee
subsidiary, Impact Credit Guarantee
Limited ("ICGL") was incorporated, and it
commenced operations in December
2019. Modelled after the lean and
efficient structure of the DBN and
complemented by a highly skilled and
experienced crop of professionals, ICGL is
poised to make a significant contribution
towards the provision of partial credit
guarantees for PFl loans to the MSME
sector. It is projected that ICGL would

issue its first partial credit guarantee no
later than Q1 FY 2020.

Also, with the full support of the Federal
Ministry of Finance and the World Bank,
DBN assumed responsibility for the
operations of the Project
Implementation Unit ("PIU"), which is to
oversee the provision of technical
assistance to PFls. Under the PIU, DBN
would take the lead in activities geared
towards upscaling the technical
competence and ultimately, the appetite
of PFls to provide enhanced access to
finance, for the MSME sector.

Strategic Partnerships

The Bank's membership of the African
Association of Development Finance
Institutions (“AADFI") provides it with a
platform to interact with other
development finance institutions across
Africa. During the year, DBN hosted a
study tour of a delegation from the
Industrial & Commercial Development
Corporation of Kenya, comprising their
board members and senior
management staff.

DBN shall continue to leverage on
relationships with its development
partners, including the World Bank, the
KFW Development Bank, the African
Development Bank, the Agence francaise
de développement and a host of others,
in advancing access to finance for
Nigerian MSMEs.

ANNUAL INTEGRATED & STATUTORY REPORT 2019 Q
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Sustainability

Our wholesale model continues to be
market-driven and dependent on
multiple funding sources. DBN's
operations are structured to ensure cost
efficiency, and a robust system of internal
controls and risk management practices.
Based on participation in AADFI's
Prudential Standards, Guidelines and
Rating System (PSGRS) Self-Assessment,
the Bank obtained a rating score of
94.72% in the year, one of the highest in
the African sub-region, despite the
nascent phase of the Bank's operations.
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From the Central Bank of Nigeria Routine
Examination of FY 2018, the Bank was
assessed with a composite risk rating of
“Low and Stable” We are confident that
despite the growth in operations and
considering deliberate efforts at ensuring
an optimal control environment and the
adoption of sound risk management
practices, DBN would maintain the same
rating for the 2019 financial year.

Human Capital

At DBN, a highly skilled and motivated
workforce is essential for the achievement

to sustainability

of the Bank's primary objectives. In
recognition of this, deliberate steps have
been and are being implemented to keep
the Bank's human capital resources
focused and highly motivated. In addition,
the launching of the DBN Management
Trainee programme is intended to provide
a pipeline of skills and competencies that
are required for the attainment of our
mandate. All DBN employees continue to
be selected through open, transparent
and competitive processes.

DBN is committed to workplace diversity,
both gender and geographic and would

Looking to Financial Appendices

the future Performance

continue to develop the skills and
competencies of all its employees to
engender high levels of motivation and
performance.

In the current year, DBN achieved a 100%
attainment on the approved employee
training plan. Apart from the provision of
technical and function-based trainings,
DBN also ensured that employees
received relevant exposure through
trainings in development finance. The
Bank's continued investment in its staff is
in fulfilment of a deliberate strategy for
ensuring business sustainability.

_\\"’/_ |DB Development
—,/"\\— Bank of ngﬁ:isg
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Corporate Governance is a key
requirement for business success.
Accordingly, DBN subscribes to the
corporate governance requirements set
by the CBN Code of Corporate
Governance for Development Finance
Institutions, the Securities and Exchange
Commission's Code of Corporate
Governance for Public Companies, as
well as the Code of Corporate
Governance for Public companies issued
by the Financial Reporting Council of
Nigeria, as minimum standards for
adoption. DBN deliberately seeks out
leading practices which help to upscale
the Bank's governance practices and to
differentiate it in the industry.

In the year, the Board reviewed the skills
set and competency requirements for
board positions. It has now included
competence in digital economy and
environmental management as
additional areas of skills needed in the
Board. The Board also revised the
composition of its committees, to ensure
that these were composed of the right
skills set and competencies to support
the work of the board.

During the year, Mr. Mohamed Kalif
resigned his position as a non-executive
director of the Bank. His resignation was
triggered by his re-assignment at the
African Development Bank ("AfDB"), a
shareholder of the Bank, which he had
represented on the Board. In
replacement, the AfDB nominated Mr.
Henry Batchi Baldeh and Mr. Yaw Adu
Kuffour, for appointment as a non-
executive director and alternate director
respectively, representing it on the DBN
Board. These nominations were
approved by the Board of Directors and

My, |DB Development
—,/"\\— Bank of Nigf;ig

2019 -DBN Operating Leadership & How we Our approach

@ aGlance Context Governance create value

subsequently also, by the Central Bank of
Nigeria.

DBN is appreciative of the major
contributions made by Mr. Mohamed
Kalif, who had worked on the DBN
Project right from conception. The Bank
also welcomes to the Board, Mr. Henry
Batchi Baldeh, and his alternate, Mr. Yaw
Adu Kuffour.

Future Plans

To ensure the long-term sustainability of
the business and to test the appetite of
the market for DBN denominated
securities, the Bank shall commence
activities for a capital raising exercise,
which is expected to further diversify the
Bank's funding sources.

to sustainability

DBN appreciates the growth and impact
that a digital economy will have on
economic development, and as such
shall explore innovative channels in
providing access to finance for the
MSMEs. Some of these would involve
partnering with Fintechs and other
entities, based on a strict risk acceptance
criteria.

With the support of the shareholders,
the Bank shall enhance the composition
of the Board through new appointments
to close strategic knowledge gaps. The
Board of the ICGL will also be
appropriately constituted to ensure that
it has the requisite skills and
competencies to drive operational
efficiency and value creation for all

Looking to Financial Appendices

the future Performance

stakeholders.

As DBN remains committed to playing
its role in promoting inclusive growth
and economic diversification in the
country, it shall remain committed to
playing a lead role in advocacy and
finance for the MSMEs sector.

Yours faithfully,

Dr. Siiehu/Yahaya

Chairman,

Board of Directors

Development Bank of Nigeria Plc

ANNUAL INTEGRATED & STATUTORY REPORT 2019 Q
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Our Value Proposition

directly to

Lending

ide longer tenor loans to support the
elopment of MSMEs. Our pricing is risk
ased, which is dependent on the risk of the
obligor.

Value Addition

We help PFIs and MSMEs build capacity. We Feedback from our
also influence the lending behaviour of PFls to

ensure that MSMEs get the best value. Stakeholders

2019 Annual General Meeting
Performance

2019 Annual Lecture Series
We operate a sustainable model with no

2019 MSME Summit
reliance on government grants and funds. Our
impact is measured by our market share.

Awards and Certifications

Corporate Governance
P 090

Our corporate governance policies are ethical,
comply with international best practice, and
are monitored by our development partners.

Devel t My, Devel t
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Interest
Income
(N'bn)

1525
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03

“ CR

| 2017 2018 2019

ROAA (pretax) 2.7% 10.6% 8.7%
ROAE (pretax) 9.4% 27.0% 23.0%
Cost-to-Income Ratio 20.5% 12.5% 10.6%
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#2019 Group Performance
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disbursement

| 2017 2018 2019* i
Gross Earnings (N'bn) 6.1 30.6 46.2
. II Net Interest Income (N’bn) 5.2 26.2 38.0
Profit Before Tax (N'bn) 4.1 229 329
Profitability %
6
*2019 Group Performance 01
2018
6.1 1017
&
| 2017 2018 2019* debu
Gross disbursement (N’bn) 0.2 31.0 101.5 i
Loans & Advances (N'bn) 0.2 283 101.9 9145
Total Assets (N'bn) 152.5 278.8 474.7
bl s Borrowings (N'bn) 87.5 151.7 308.5
Total Equity (N'bn) 435 126.0 160.0 Usy
019
*2019 Group Performance ; ’
20!
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g 20

2018

2017
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Feedback from our PFls

Key Findings

Over 89% of financial
institutions that work with
Development Bank of Nigeria
in facilitating access to finance
890/0 for MSMEs are satisfied with our

Bank and its services.

o

m I &

100% of the PFls attested to
the quality and effectiveness
of services delivered by our
staff. They all recall having a
good or excellent service
experience with our Bank in
he past 6 months.

m ANNUAL INTEGRATED & STATUTORY REPORT 2019

All (100%) PFls attested to
the level of respect, courtesy,
and professionalism
demonstrated by our team in
their interactions with PFls.

As against the average global
rating of 6%, we have a Net
Net Promoter Score of 42% with
Promoter our customers, which imply
score of that we have a significant
42% pool of PFls who are ready to
advocate for our Bank and its
services.

Our approach Looking to Financial Appendices
to sustainability the future Performance

Testimonials from PFls

“In terms of disbursement of loans,
they always meet up with their
timings. They always respond quickly
to queries and issues. They also
provide training to our
organization."

“They follow through whenever there
is any need. They promptly
communicate trends and activities."

Due Diligence Process - “Clear
communication of what they require
and the professionalism and
promptness of the team in

carrying out their work".

ing with DBN, they adopt a
ship model with a mindset on
ation on how we can work

r.
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L-R The Company Secretary / Legal Adviser, Mr. Shofola Osho,
Chairman, Board of Directors, Dr. Shehu Yahaya and The Managing
Director/CEO, Mr. Tony Okpanachi

The Development
Bank of Nigeria's Annual
General Meeting took place

on Thursday, April 25, 2019,
at the Fraser Suites, 294
Leventis Close, Central
Business District,

Abuja.

My Development
)©L | DBN Bank of Nigeria
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Members of the DBN Management Team:

L-R Head, Corporate Services, Mr. Idris Salihu, Chief Operating Officer,
Mr. Bonaventure Okhaimo, Chief Financial Officer, Mrs. lieoma
Ozulumba and Head, Internal Audit, Mr. Joshua Ohioma.

Development Bank of Nigeria Board of Directors

Our approach Looking to Financial Appendices
to sustainability the future Performance

L-R The Company Secretary / Legal Adviser, Mr. Shofola Osho,
Chairman, Board of Directors, Dr. Shehu Yahaya, The Managing
Director/CEO, Mr. Tony Okpanachi and Independent Director,
Mrs. Clare Omatseye.

The Bank's external auditor KPMG represented by Mr. Kabir Okunlola,
at the Bank's 2019 AGM.

ANNUAL INTEGRATED & STATUTORY REPORT 2019 Q




Acronyms & Overview A New Dawn for
Abbreviations MSMEs in Nigeria.

Our inaugural Annual Lecture Series held
on Monday, July 29, 2019, at the Congress
Hall, Transcorp Hilton, Abuja with the
theme, “Surviving to Thriving: MSMEs as
the Key to Unlocking Inclusive Growth in
Africa’

It was a thought leadership platform to
critically examine the challenges and
opportunities facing MSMEs as well as
explore practical steps to resolve some of
the obstacles that constrain growth
within the segment.

Operating Leadership & How we Our approach
Context Governance create value to sustainability
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The interactive public lecture drew
massive attendance from commercial and
micro-finance banks, Ministries, Agencies
and Departments including key policy
makers and regulators from the
government; Diplomatic communities as
well as operators in the MSME sector.

The event featured a welcome address by
the MD/CEO, DBN, Mr. Tony Okpanachi
and remarks by the Chairman, Board of
Directors, DBN, Dr.

Shehu Yahaya and Permanent Secretary,
Ministry of Finance, Dr. Mahmoud Isa-
Dutse.

Dr. Donald Kaberuka, former President
and Chairman of the Board, African
Development Bank delivered the keynote
lecture while Dr. Mansur Muhtar, Vice
President, Country Operations, Islamic
Development Bank made a paper
presentation. These presentations were
followed by a robust panel session that
focused on personal

Looking to Financial Appendices

the future Performance
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experiences and professional perspectives
of leading economists, entrepreneurs and
business consultants in Nigeria.

After a qualitative session of questions
and answers, there were goodwiill
messages from our development partners
including the World Bank, African
Development Bank (AfDB), KfW
Development Bank (Germany), and the
French Agency for Development (AFD).

MSME

MAIDUGURI

Operating Leadership & How we Our approach
Context Governance create value to sustainability

On Tuesday, 29th October, 2019, we
held our first MSME Summit in
Maiduguri, Borno State in a bid to
strengthen and deepen our inclusion
strategy.

Before the outbreak of the insurgency,
over a decade ago, Borno State had a
reputation as one of the thriving nerve
centres of the North East, owing to the
strength of its commercial, trading and
export potential. It was truly an
ecosystem where MSMEs thrived.

As part of our contribution to

stimulating growth, we partnered with
the Borno State Government to
stimulate the economy, working with
key ministries in the state.

We also made a pledge to work with the
Borno State Renaissance Microfinance
Bank (when it becomes fully
operational) to explore the possibility of
providing wholesale lending to them for
MSMEs in the state.

Governor Babagana Zulum, represented
by his Chief of Staff, Engr Babagana

Looking to Financial Appendices

the future Performance

Wakil, expressed the state government's
commitment to providing an enabling
environment for the setting up and
revitalization of industries and
commerce as well as investments in
science and technology.

The Summit brought together leaders of
thought, scholars, entrepreneurs, policy
makers, regulators, corporate titans and
development enthusiasts across the
North East.
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A word
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CEO
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Our main objective is to
alleviate financing
constraints faced by
MSMEs and small
corporates in Nigeria.
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Distinguished Ladies and Gentlemen,
2019 was filled with a lot of activities
that collectively we should all be proud
of. That is why | am pleased to report to
you on the operating activities and
financial results for the second full year
of operations of the Development Bank
of Nigeria for the year ended 31st
December 2019.

Sustainable finance continues to be our
DNA and underpins our activities. Our
task is to translate this into practice by
contributing to the balanced and
steady development of Nigeria. We aim
to communicate the value we are
creating in a holistic and integrated
manner. This choice is driven by our
understanding of the emergence of the
knowledge economy and the
increasing focus of the 21st century
business on non-financial risks
especially Environmental, Social and
Governance (ESG) risks.

A quick look at our local
macroeconomic environment
demonstrates that although there were
pockets of improvement in the
economic performance, the economic
landscape remained grim; inflation rate
increased for the fourth straight month
from 11.85% to 11.98% in December.
We saw that business activities, new
orders, employment levels and
inventories grew at its fastest pace at
62.1 index points in December 2019 in
the non-manufacturing sector when
compared to the same period in 2018.

_\\II/,_ ‘DB Development
o5 Bank of Nigerio

Acronyms & Overview A New Dawn for
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The macroeconomic landscape going into
2020 will remain challenging. By the end of
December 2019, the CBN mandated that all
deposit money banks must attain a 65% loan
to deposit ratio (LDR). Exchange rate will
likely range between N360 — N375, inflation
will remain in the double digits ranging
between 10.5% - 12% and GDP growth will
maintain similar levels as 2019 - around 2% -
2.4%. Notwithstanding these headwinds, we
continue to seek innovative ways and
alternative channels to disburse funds
through our Participating Finance Institutions
(PFIs).

We are confident that a coherent and
coordinated monetary and fiscal policy,
strategically keying into the Africa
Continental Free Trade Agreement (AFCTA),
addressing security challenges in the country
will go a long way to engender inclusive
growth.

Inflation

The inflation rate increased for the fourth
straight month from 11.85% to 11.98% in
December. The upward trend is largely
attributed to consistent increase in food
inflation with the surge in food prices which
took effect at the end of the third quarter,
coupled with seasonality effect.

Exchange Rate

The CBN made concerted efforts in
managing the exchange rate. Throughout the
year the CBN continued to ensure that the
financial markets and the economy at large
was free from liquidity constraints and overall
price volatility. As a result, the Apex bank
pledged to intervene to ensure stability of
the Naira. Consequently, the Naira remained
relatively stable at N306 in the official
window and N360 — N362 at the I&E window.
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Monetary Policy Decision

The Monetary Policy Committee (MPC)

meetings held on November 25th and 26th

2019, and based on the level of economic

activities in the country, the committee

maintained the following indices;

® Monetary Policy Rate at 13.5%

® Asymmetric Corridor around the MPR at
+200/-500

® (ash Reserves Ratio (CRR) at 22.5%

® |iquidity Ratio at 30%

The rationale behind this was the need to
maintain the Central Bank's unconventional
approach to tackling macroeconomic
challenges seeing the pickup in real growth
rate up in the 3rd quarter of 2019. This was
traceable to improved credits and higher
LDR; the CBN said it was also pleasing as NPL
continued to decline even with higher
credits, due primarily to regulatory
mechanisms. The MPC also considered the
observed marginal uptick in inflation rate due
to supply hitches heralded by border
closures.

Outlook for MSMEs

MSMEs, Retail and Consumer lending will
continue to witness increased attention from
the Government and International Financial
Institutions (IFls). This is evident in recent CBN
policies and MSME intervention funds to
stimulate economic activities and real sector
growth.

According to Agusto & Co 2019 banking
report, the banking industry's loan portfolio
(gross loans) stood at N13.9 trillion as at
December 31, 2018 with Retail and SME
business segment accounting for 7% (N973
billion) of the loan portfolio. In view of the
recent drive by banks to increase lending
activities, we expect this numbers to increase
significantly for 2019 year-end (YE) and
further grow in 2020.

Operating Activities and Financial

Performance

DBN's total assets grew by 68% in 2019 to
N468.7billion as at December 31,2019 from
N278.8billion as at December 31, 2018.

DBN recorded strong earnings for the year of
N45.8billion. The result is a year-on-year
growth of 49% compared with N30.6billion
recorded in 2018.The earnings performance
is a sound reflection of the Bank's strategy,
expanding the loan portfolio and Treasury
investment activities.

The Bank recorded profit before tax of
N32.7billion for the 2019 Financial Year.

In 2019, the Bank carried out the M&E
exercise targeting 441 end-borrowers spread
across the geo-political zones, except the
Northeast. A Randomized Control Trial (RCT)
approach was adopted in the study.
Structured questionnaires and in-depth
interviews were administered on the end-
borrowers and PFls, capturing values of key
development indicators to estimate
immediate and intermediate effects/impacts
of the overall program. Results from this
exercise show us that our activities are
beginning to make an impact in the MSME
ecosystem, and we will continue to improve
on them whilst reporting on progress on a
regular basis to our stakeholders.

In addition, we launched the DBN Capacity
Building program. This initiative was aimed at
equipping Micro, Small and Medium
Enterprises (MSMEs) with the skills and
competencies to defend sound and viable
business proposals, improve their capacity to
access available credit, and improve their
capacity for efficient funds utilization, trade,
investments and access to markets. We
trained over 100 MSMEs from different parts
of the country, different sectors of the
economy and at different stages in their
businesses in Lagos and Abuja.

Looking to Financial Appendices

the future Performance

2019 also heralded the launch of the Impact
Credit Guarantee Limited (ICGL). It

commenced operations in the last quarter of
2019 with the issuance of its first guarantees.

Conclusion

As we go into 2020 and as a continuation of
our five-year strategic plan, the Bank will
commence promoting innovative and high
impact green programs, advocate for
sustainable development objectives through
green interventions and explore alternative
channels such as FinTech, amongst others to
ensure funds reach our target segment. The
goal in this regard is to not only contribute to
the national pledge in the Paris agreement
and to the Sustainable Development Goals
(SDGs), but to take a leading role in the
country's transition to a low carbon and
resource efficient economy.

In view of some major market developments
and policies that impacted the operating
environment of the banking sector this past
year, we will continue to work with key
stakeholders to ameliorate the negative
effects on our business model.

This report will shed further light on our
strategic approach to sustainable finance,
demonstrating our commitment to help
Nigeria transition towards a socially and
environmentally sound economy. Our
ambition is to have a long-lasting impact and
to be recognized as a market leader in
sustainable finance.

Tony Okpanachi
MD/CEO,
Development Bank of Nigeria Plc
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Overview

Impact on our
Stakeholders

The overall objective
of achieving these
mandates is to
positively impact on
our stakeholders in
the following ways:

A New Dawn for
MSMEs in Nigeria.

ur 3-Fold Mandate

2019 - DBN
@ aGlance

LOANS: WHOLESALE LENDING

We deploy funding through
PFls for the development of
MSMEs, whilst providing longer
tenors to promote growth

Increased revenue (from

increased activities) for the

banks

» Further development of the
financial services sector

® Increased MSME capacity for
loan repayments

® Increased lending available to

sector

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

Leadership & How we Our approach Looking to Financial
Governance create value to sustainability the future Performance
CAPACITY BUILDING CREDIT GUARANTEES

We upscale the capacity of PFls
to cater for MSMEs' needs. We
also build capacity of MSMEs to

access and use debt efficiently

BORROWERS

Increase national levels of
financial inclusion

Job creation

Increased female
participation across sectors
Increased capacity and
knowledge management

5

Appendices

We share risk with PFls in
order to create critical
mass of MSME lending

® |Increased revenue (in the » Creation of additional

form of taxes, royalties)

multiplier effects

®» Improved Infrastructure ® Economic growth
® Improved human

developmental indices
® Macroeconomic resilience
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A
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Development
Bank of Nigeria
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A New Dawn for
MSMEs in Nigeria.
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Our Business Model

This is Development Bank of Nigeria's high level Business Model,
which shows the Bank's strategic positioning:

Vision

Tofacilitate sustainable socio-economic
development through the provision of finance to
Nigeria’s underserved MSMEs through eligible
financial intermediaries

To be Nigeria’s primary development
finance institution; promoting
growth and sustainability

Core Values (S.T.E.D.I)

Excellence

Strategic Pillars

— Partnerships & Alliances —

@ <

Sustainability Transparency Diversity Innovation

)

Regulatory
Partners

MSME Sector
Partners

Portfolio Guarantee
Partners

Development
Partners

Capacity Building
Partners

My Development
3,9\5 | DBN Bank of Nigeria
e

How we

create value

Strategic

Wholesale

Funding

+ DBN provides
medium to long
term wholesale
financing to
Participating
Financial

Institutions for on-

lending to
MSMEs.

Our approach
to sustainability

Pillars

Risk
Sharing

- DBN will also
provide
Participating
Financial
Institutions the
option to share risk
with the Bank up to
a60% threshold of
portfolio credit
exposure.

Looking to
the future

Technical
Assistance

« Capacity building
will also be
provided to the
Participating
Financial
Institutions to
bridge specific
process, risk and
policy gaps. DBN
will also partner
with PFls to extend
relevant capacity
building trainings
to MSMEs.

Financial

Appendices

Performance

MSME
Advocacy

« DBN will continue
to advocate for
critical

policy and
infrastructure
interventions to
support the MSME
ecosystem in
Nigeria.

Partnerships & Alliances

Development

Partners

These include
DBN'’s
international
funding partners
i.e. (World Bank,
AfDB etc.) as well
as DBN's funded
partners i.e.
eligible retail
intermediaries
such as
Commercial
banks, MFBs,
existing retail
DFls etc.

Capacity

Building
Partners

These include
partners such
as Efina, GIZ,
Afex, EDC and
other
international
partners that
will provide
technical
assistance to
the PFls as well
as the MSMEs.

Portfolio
Guarantee
Partners

PGP include
partners that
will participate
in the risk
sharing
activities of
DBN either
directly to the
PFls to
facilitate DBN
funding or
through DBN'’s
subsidiary to
encourage PFI
to lend with
own funds

MSME Sector
Partners

These partners
include private
organisations,
NGOs,
government or
government-
affiliated
agencies etc.
Operating at
various
capacities in
the MSME
space some of
which include
NASME, Efina,
AFEX etc.

Regulatory

Partners

These include
the apex bank as
well as other
regulatory
agencies having
varying degrees
of oversight
within the MSME
space. i.e. CBN,
SMEDAN,

NIPC etc.
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Our Offerings

Our Operations

PRODUCTS’ As a wholesale Development that are licensed and regulated by DBN'’s current classification and single Corporates are detailed in the table here:
Finance Institution created to the Central Bank of Nigeria. As such,  obligor limit for MSMEs and Small
alleviate the financing constraints all DBN products are created for the .
faced by Micro, Small and Medium  sole utilization of eligible PFls, who m
Scale Enterprises in Nigeriar DBN on-lend the DBN funds to MSMEs MSMEs <250 < N1.125billion < N1.125billion N244 Million Maximum of Maximum of

lends to MSMEs through our and Small Corporates, as defined by 10 Years 18 Months
Participating Financial Institutions. ~ DBN. Small <500 <Nsdbilion  <N54bilion  N610Million  Maximumof  Maximum of
TECHNICA These PFls are financial institutions Corporates 10 Years 18 Months
ASSISTANC
GUARANTEE ' . ' '
(IMPACT CRE Participating Financial requirements. A list of these requirements, can apply for has on-boarded a total of 11 apply for and receive funds from
GUARANTE Institutions eligibility requirements are on-boarding as Participating Commercial Banks, 19 Micro DBN up to their approved credit
/ / LIMES To qualify as a PFl, a company  provided at Financial Institutions through ~ Finance Banks and 1 Primary limit, which is based on their
— must hold a valid license from  https://www.devbankng.com/e the DBN Loan Management Mortgage Bank bringing the Shareholders' Funds in line with
Wholesale Loans to PFls CBN, be regulated by CBN, and ligibility-criteria. System, available at total number of PFls to 31. their classification.
- 2 /7 meet and maintain DBN's Financial Institutions that https://loans.devbankng.com.

Longer Tenured Loans

. Individual Guarantee minimum eligibility meet the eligibility Since commencement, DBN After on-boarding, PFls can
Competitive Interest Rates P B

— Blanket Guarantee - Develon Clusters

PFls to assess credit worthiness of beneficiaries P MSME Credit Training p_
. Portfolio Guarantee - -

Periodic Reportin Product Delivery MataiRI R . . . A
T —— Lending to over 101,000 MSMEs and Small guarantee products available to PFIs by ~ Capacity Building
apacity Developmen

MSME Classification

Micro, Small, and Medium Enterprises (MSMEs) and Small Corporates

Enterprise Type Number of Annual Turnover Total Assets Max. Loan Size
Employees

MSMEs <250 <N625m <N625m <N244m
Small <500 <N4.6b <N4.6b <N610m
Corporates

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

Product Offerings for MSMEs

Type of Loan Single Obligor

Business Type Limit

Working N6Tm
Capital

Small

Working N165m
Corporates

Capital

DBN offers PFls competitively priced
and market referenced loans for on-
lending to prequalified MSMEs and
Small Corporates who have already
been pre-approved.

These loans can be accessed by PFls
through DBN's recently developed Loan
Management System. PFls can also
confirm their loan position, review and
update their collateral position, and
track their activities at any time, through
the Loan Management System -
https://loans.devbankng.com. From
inception to December 2019, DBN has
disbursed over N133billion through PFls

My Development
)©L | DBN Bank of Nigeria
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Corporates in Nigeria, 52,520 of which
are women-owned businesses and
28,280 of which are youth-owned.

Guarantees

In 2018, DBN created a subsidiary
company called Impact Credit
Guarantee Ltd (Impact), in order to fulfil
its objective of alleviating financial
constraints by the provision of risk
sharing facilities with PFls. Impact
provides partial credit guarantees to
PFls. These guarantees are limited to
60% of the loan amount and have a
maximum tenor of five years.

There are three types of partial

Impact. These products are:

a. Individual Guarantee: in which
Impact guarantees a single loan made
by a PFl to a single borrower whose
identity is known to Impact. The
guarantee decision is at the discretion
of Impact after individual appraisal.

b. Blanket Guarantee: in which the
guarantees are individual in nature, but
the authority to decide on the
guarantee is vested in the PFls.

¢. Portfolio Guarantee: in which
Impact guarantees a portfolio of loans
made by a PFl to a target borrower
segment up to the portfolio line ceiling.

In line with our mandate, we also
provide capacity building to PFls and
MSMEs, in order to ensure PFls have a
full understanding of the business
needs of MSMEs and upscale the
capacity of MSMEs to provide bankable
projects for financing.

We recently launched BizAid, a mobile
platform created to build the capacity
of Nigerian MSMEs by providing
training, income and expense tracking
and accounting services via the mobile
app and web portal.

ANNUAL INTEGRATED & STATUTORY REPORT 2019 e
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How we
create value

A New Dawn for
MSMEs in Nigeria.
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to sustainability

Looking to
the future

Appendices

Risks and
Jpoportuniti

RISK DRIVERS MITIGANTS

Credit Risk ® Huge credit losses due to ® Detailed review of end
Risks arising from default from counter borrower list to ensure

inappropriate credit parties as a result of poor that it is in compliance
policies, poor credit assessment and with our Exclusion list.
management, poor inadequate collateral. e Implementation/strict
loan underwriting, enforcement of the Credit
poor credit assessment, Policy Manual.

laxity in credit
assessment and poor
lending practices.

Liquidity Risk ® Funding Liquidity: e Effective Management
Inability of the Bank to Sourcing of funds at very of Assets & Liabilities,
meet maturing high cost to the Bank. through ALCO.
obligations as they fall ® Market Liquidity: Sale of e Cashflow analysis and
due. assets at highly maturity profile of assets
discounted value. and liabilities
e Effective and up-to-date
Liquidity Contingency

Funding Plan.

Investment Risk ® Re-investment risk arising o Effective management
Risk of sustaining losses from decline in interest of assets and liabilities
resulting from a rate environment. through gap analysis.
decline in the

economic value of ® Regular brainstorming
assets due to worsening and strategic direction
financial conditions of setting sessions.

entities receiving funds
and to changing market
Our Board and environment.
management team
continuously review the
top corporate risks to

Operational Risk ® Poorly designed systems ® Well documented
) Risk of loss from and processes, which may Standard Operating
ensure an appropriate inappropriate or non- result in employees Procedures (SOP).
understanding of the functioning internal l neglecting their duties. e Up-to-date Risk
operating environment. processes, people or o System down-time Registers, Key Risk
systems or from resulting in disruption in Indicators (KRIs) and
external events. operations. Control Risk Self-
Assessments (CRSA).

Leadership &

MSMEs in Nigeria. Governance

Environmental and
Social Risks

Risks from
environmental and
social issues that are
related to a client's/
investee's operations
which might expose the
Bank to credit and or
reputational risk.

Technology Risks

The inability to
manage, develop and
maintain secure and
agile technology assets
to support strategic
objectives.

Cyber/ IT Risk

Risk arising from
hardware and software
failure, human error,
spam, viruses and
malicious attacks on
information that will
impact DBN and its
clients.

How we
create value

Our approach Looking to
to sustainability the future

o Specific issues
associated with a DFl/or
end borrower's operations
and industry may result in
negative E&S issues with
huge financial implications
and /or reputational
damage.

e A multi-channel digital
experience means more
technology to keep
relevant, up-to-date and
safe from cyber fraud
attacks.

® New types of devices
span an extremely wide
range of security
requirements and have
very different security
postures.

® The emergence of
remote presence
technology may increase
the avenues for cyber-
attack.

® Increasing number and
sophistication of
cybercrime incidents
globally.

Financial
Performance

. _ RISK DRIVERS MITIGANTS

I | |

@ Screening of loan
applications with DBN's
ESRM framework to assess
the E&S risks and
opportunity for funding.

®A robust ISMS that sets
out controls processes and
systems to manage our IT
system risks.

o Regular vulnerability
assessment and
penetration tests to
identify and rectify
potential weaknesses that
can be exploited by
cybercriminals.

o Create and review
process manual for
vulnerability assessment.
® Ensure data is backed up
periodically.

® Ensure access to server
room is restricted and a
register is opened for
vendors conducting any
maintenance procedures.

My, Devel t My, Devel t
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MSMEs in Nigeria.

Leadership & How we
Governance create value

Governance and
Compliance

Compliance with CBN
Regulation and NFIU
AML/CFT Regulation

Risk of non-compliance
with laws and
regulations, such as the
SEC code, NSBP, NCCG,
fraud and corruption,
which might result in
fine or penalty.

Reputational Risks
Risk of a loss due to
damage or a decline
in Bank’s reputation.

Our approach Looking to
to sustainability the future

® Changing regulatory
and supervisory
requirements are
resource intensive and
costly.

® Public interest, social
drivers and consumerism
may initiate legislative
change, requiring
appropriate response
strategies.

o Negative media
mention.

o Fine or Penalty
resulting from breach in
regulations or non-
compliance with circulars
issued by the regulatory
authorities.

o Legal action against the
Bank resulting in bad
publicity.

® Excessive rate charge
by PFls on the Bank's
loans to end borrowers.

Financial
Performance

._ RISK DRIVERS MITIGANTS

o Ensure adherence to
DBN's compliance rule
book which details all the
applicable laws,
regulations and
guidelines covering
DBN's operations and
activities.

e Development and
implementation of
Reputational Risk
Management Policy and
Framework.

® Regular tracking of
media mention.

e Analysis and
management of
stakeholder expectations.
o DBN will avoid any
situation or actions,
which could negatively
impact its reputation and
brand. When undesirable
situations arise, this shall

Overview A New Dawn for
MSMEs in Nigeria.

2019 - DBN Operating Leadership & How we
@ a Glance Context Governance create value
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be aggressively managed

We leverage our Environmental and These safeguards are based on the
to protect its reputation

Social Risk Management policy to

in our strategic objectives.
Environmental and Social Standards of @ Low Composite Risk rating by the

and brand image. Ma N ag | N g our conduct due diligence for investment the International Financial Corporation Central Bank of Nigeria.
purposes. The ESRM considers all and drive our communications to e Triple A (AAA) rating from the AADFI.
Strategic Risk e Inability to sustain e DBN's strategy E&S R|S kS required covenants from our Participating Financial Institutions (PFls) e Development of our in-house
Risk of loss resulting business operations due to document/SWOT shareholders in managing on requirements of their engagement automated E&S risk assessment tool
from defective undesirable outcomes from analysis. environmental and social risk, and with us. to increase the efficiency and
strategy or inability of the operating environment ® Stress testing and leverages additional regulatory and effectiveness of our risk assessment
o the Bank to respond Emerging Risk, which could reverse stress testing. voluntary standards for driving best We have recorded certain achievements process.
Rl e e timely to changes in challenge the business ® Ensure adherence to practice such as the CBN NSBPs and the  as a function of our robust risk e Development of a tool to assist
{ i the operating model of the Bank. DBN's Risk Appetite UNEP FI. management processes; Microfinance Banks in assessing E&S
environment. Limits. e Zero non-performing loans as set out risk of their clients.
e ANNUAL INTEGRATED & STATUTORY REPORT 2019 %::@::\é | DBN BDfnzceé?gng%Eé Q;:é:\é | DBN l[a)ae:ke(l)togirgég ANNUAL INTEGRATED & STATUTORY REPORT 2019 Q
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Overview A New Dawn for 2019 - DBN Operating
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Acronyms &
Abbreviations

Leadership &
nance
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Governance Structure

Our Board
Corporate Governance at DBN

Ethics and Compliance
Whistle Blowing
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The Board of
Directors

Shareholders

Federal Government of Nigeria

Nigerian Sovereign Investment Authority
African Development Bank

European Investment Bank

Shareholders

Development Partners

World Bank
KfW Development Bank
Agence Francaise de Developpement

Board Composition

Nine (9) Directors

Five (5) Independent Directors
Three (3) Non-Executives

One (1) Executive

Board Committees

Board Nominations & Governance
Committee

Board Credit & Risk Committee

Board Audit & Compliance Committee
Board Finance Committee

N Development s e R s
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Dr. Shehu Yahaya
Chairman,
Board of Directors

Prior to his appointment as the Chairman of the Board of Directors
of Development Bank of Nigeria Plc in March 2017, Dr. Yahaya was
the Bank's Interim Managing Director.

He has an outstanding career in the Academia and Development
Finance, having held several management and executive roles,
including Executive Director at the African Development Bank and
member, Monetary Policy Committee of the Central Bank of
Nigeria.

Before joining the African Development Bank, he served as
Deputy General Manager at Nigeria Export-Import Bank (NEXIM).
He was a lecturer in Macroeconomics as the Head, Department of
Economics in University of Sussex, UK and Head of Economics
Department in Bayero University, Kano, Nigeria.

Dr. Yahaya is a Board member of American School, Abidjan, State
Vice Chairman of the Nigerian Economic Society and Sub-Dean,
Faculty of Social Management Sciences, Bayero University, Kano.

He holds a bachelor's degree and a Master's degree in Economics
from Ahmadu Bello University Zaria, Nigeria, as well as a
Doctorate of Philosophy in Industrial Economics from University
of Sussex, UK.

Mr. Anthony Okpanachi
Managing Director
/ Chief Executive Officer

Mr. Tony Okpanachi was appointed as the Managing Director/CEO
of Development Bank of Nigeria Plc in January 2017.

He is a seasoned banker with over 30 years' experience. Before his
appointment as Managing Director/CEO of DBN, he was the
Deputy Managing Director of Ecobank Nigeria Limited since April
2013. Prior to that, he was the Managing Director, Ecobank Kenya
and Cluster Managing Director for East Africa (comprising Kenya,
Uganda, Tanzania, Burundi, Rwanda, South Sudan and Ethiopia).
He was also at various times Managing Director of Ecobank
Malawi and Regional Coordinator for Lagos and South West of
Ecobank Nigeria.

Earlier in his professional career, he managed various portfolios
including Treasury Management, Retail Business Development,
Corporate Finance, Corporate Services, Branch Management and
Relationship Management.

He holds a Masters degree in Business Administration (MBA) from
Manchester Business School UK, a Master of Science degree in
Economics from University of Lagos and a Bachelor of Science
degree in Economics from Ahmadu Bello University, Zaria, Nigeria.
He has attended several Executive Management Development
Programmes on Leadership, Corporate Governance, Credit and
Risk-Management in leading institutions.

Mrs. Clare Omatseye
Independent
Non-Executive Director

Mrs. Clare Omatseye is the Founder and Managing Director of the
International Award-winning company, JNC International Limited
(JNCI) and the current President of the Healthcare Federation of
Nigeria.

JNCI, is a leading Turnkey Medical Equipment Solutions Company,
which exclusively represents 16 Global Medical Equipment
Manufacturers; Toshiba Medical Systems-Japan, Olympus- Japan,
Elekta-Sweden, Getinge-Sweden, Maquet-Germany, Medtronic-
USA, and ArjoHuntleigh, in the EU.

As the Vice President of the West Africa Healthcare Federation and
pioneer President of the Healthcare Federation of Nigeria (HFN), a
non-profit advocacy group that brings all stakeholders in the
Nigerian private health sector under one umbrella with the aim of
influencing healthcare policy and practices in the country, Clare
has been instrumental in the development of several healthcare
policies and public procurement reforms.

Her vast experience has influenced policies on Public-Private
Partnerships as well as Incentives for Private Sector Investments in
the Nigerian Health sector.

Mallam Bello Maccido
Independent
Non-Executive Director

Mallam Maccido is an accomplished Corporate and Investment
banker with over 31 years post graduate experience.

He has at different times served on the Boards of FBN Holdings
Plc, First Bank of Nigeria Plc and Legacy Pension Manager Limited
and is currently the Chairman, FBN Merchant Bank Ltd.

He is a Fellow of both the Chartered Institute of Stockbrokers and
the Chartered Institute of Bankers of Nigeria.

He holds a Law Degree (LL.B) and a Master's Degree in Business
Administration (MBA) from Ahmadu Bello University, Zaria and
Wayne State University, Detroit, Michigan, USA respectively.

He is a Barrister at Law (BL) of the Supreme Court of Nigeria and
an Alumnus of the Executive Business Programs of the Harvard
Business School and the IMD, Lausanne, Switzerland.
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Mr. Uche Orji
Non-Executive
Director

Mr. Orji is the Managing Director/CEO of the Nigeria Sovereign
Investment Authority. He served as the Interim Chairman of DBN's
Board of Directors until March 2017. He brings a wealth of global
experience in the financial services sector to his role as MD/CEO.

He joined NSIA as CEO in October 2012, from Switzerland's largest
bank, UBS Securities, where he was Managing Director in the New
York branch of its Equities Division.

Prior to his UBS experience, Mr. Orji spent six years at JP Morgan in
London, 2001-2006, rising from the position of Vice President to
Managing Director within the Equities Division.

Prior to JP Morgan, he worked for Goldman Sachs Asset
Management, London, 1998-2001, as an Analyst/Portfolio
Manager.

His first banking and financial industry experiences were at
Diamond Bank Plc., Lagos and Arthur Andersen, Lagos
respectively.

Mr. Orji studied Chemical Engineering at the University of Port
Harcourt, Nigeria, graduating in 1990. He also obtained an MBA
from Harvard Business School in 1998.

Mr. Andrew Alli

Independent
Non-Executive Director

Mr. Andrew Alli is the immediate past President and Chief
Executive Officer of the Africa Finance Corporation. Mr. Alli has
been an Executive Director of Africa Finance Corporation Since
November 2008. He served as Deputy Chief Executive Officer of
Travant Capital and also served as its Partner.

He was with the International Finance Corporation (“IFC"), the
private sector financing arm of the World Bank Group, in
Washington as an investment officer working first in the Oil, Gas
and Mining Department and then in the Telecommunications
Department. In 2002, he was appointed IFC's Country Manager for
Nigeria, responsible for managing IFC's operations in the country.
In 2006, Mr. Alli was appointed Country Manager for Southern
Africa, where he was responsible for South Africa and seven other
countries.

He served as a Non-Executive Director of ARM Cement Limited
from October 2012 until March 24, 2017. He also served as Non-
Executive Director of Guaranty Trust Bank Plc from June 2008 to
June 30, 2016.

Mr. Alli holds a Bachelor's degree in Electrical Engineering from
King's College, University of London, an MBA from INSEAD, France
and qualified as a Chartered Accountant with Coopers & Lybrand
(PricewaterhouseCoopers) in the UK.
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Mr. Phillips Oduoza

Independent
Non-Executive Director

Mr. Phillips Oduoza, FICB was the Group Managing Director and
Chief Executive Officer of United Bank for Africa Plc since August
1,2010 until July 31, 2016.

He has over two decades of experience having worked with
several banks. Prior to his appointment as GMD/CEO of UBA, Mr.
Oduoza served as Deputy Managing Director UBA Plc, Deputy MD,
UBA Nigeria South and Executive Director, Retail Financial
Services.

He also served as Chairman and Director of ValuCard Nigeria Plc,
Director of UBA Capital Plc and as Director, InterSwitch Limited.

Mr. Oduoza is an Alumnus of the Harvard Business School
Advanced Management Program and an honorary senior member
of the Chartered Institute of Bankers of Nigeria. He holds an MBA
(Finance) and a first-class Bachelor of Science degree in Civil
Engineering from the University of Lagos.

Dr. Oladimeji Alo

Independent
Non-Executive Director

Dr. Oladimeji Alo serves as Director at ARM Life Plc. He served as
the Managing Director/Chief Executive Officer of Financial
Institutions Training Centre (FITC), where he contributed actively
to the series of reforms in the Nigerian banking sector over a
period of thirteen years.

While in the services of the international firms of Price Waterhouse
and (later) Coopers & Lybrand, Dr. Alo provided consulting
assistance to several leading organizations in Nigeria. Dr. Alo was
President of the West African Bankers' Association and the
Chartered Institute of Personnel Management of Nigeria. He
serves as a non-executive director on the board of Berger Paints
Plc.

Dr. Alo is a scholar, a management consultant and a corporate
governance expert. He holds a Bachelor of Science degree in
Social Sciences, a Master of Science degree in Industrial Sociology
and a Doctor of Philosophy in Industrial Sociology from the
University of Ife, lle-Ife, Nigeria.
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Mr. Henry P. B. Baldeh

Non-Executive
Director

Mr. Batchi Baldeh is an investment banker, infrastructure developer
and utility management specialist, with over 33 years of
professional experience across the power value chain and financing
capital structure. Mr. Baldeh is currently the Director — Power
Systems Development, at the African Development Bank (AfDB),
which he joined in May, 2017. He is also responsible for the
management of the AfDB’s private sector energy loan portfolio.

Prior to joining AfDB, Mr. Baldeh was the Director — Power Business,
Investments Division, at the Africa Finance Corporation. He has also
been a consultant to the World Bank, European Union / BizClim and
Government of Lesotho; and was the pioneer Managing Director of
Gambia’s National Water and Electricity Company, from 1995 -
1999.

He is currently a Non-executive Director of the Africa Finance
Corporation; and served as the Chairman of the Board of Directors
of Cabeolica S.A. and Cenpower Operations and Services Limited.
He was an Alternate Director and Technical Committee member of
the Benin Electricity Distribution Company.

Mr. Baldeh holds an MBA from Boston University (USA) and BSc-
Honours in Electrical & Electronic Engineering from Newcastle-
upon-Tyne University (UK). He is a member of the Institute of
Engineering & Technology (UK) and a Fellow of the Institute of
Directors, Southern Africa.
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The Board of Directors

Provides strategic guidance for the
Bank and an effective supervision and
oversight of management.

Undertakes an on-going assessment
and review of performance of the Board,
its committees and individual Directors
annually.

Approves the Bank's annual targets
and financial statements and monitors
financial performance against forecast,
budget and prior periods.

Monitors the effectiveness of the
Bank's risk management and corporate
governance framework.

The Board Audit and Compliance
Committee (“BACC")

Evaluates the adequacy of the Bank's
control environment.

My | Development
5,9\5 DB Bank of Nigeria
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2019 - DBN Operating
@ a Glance Context

Ascertains that the accounting,
reporting policies and disclosures of the
Bank are in accordance with regulatory
and legal requirements as well as in line
with best ethical practices.

Reviews and monitors the external
auditors' independence, objectivity,
expertise, resources and effectiveness.

Maintains an oversight over the role,
resourcing and independence of the
Internal Audit Unit.

The Board Credit and Risk
Committee (“BCRC")

Ensures that adequate policies and
controls are in place to manage the risks
to the operations of the Bank.

Reviews lending policies, strategies,
and programs of the Bank, and makes
recommendations to the Board of
Directors, for approval.

Reviews all credit and related issues of

How we Our approach
create value to sustainability

Looking to Financial Appendices
the future Performance

Shareholders

BFC

the Bank before presentation to the full
Board for approval.

Reviews and reports to the Board of
Directors, on the current and
prospective capital levels (risk based as
well as net worth) to determine
adequacy in relation to expected
growth, interest rate risk, price risk, and
asset mix/quality.

The Board Finance Committee
(IIBFCII)

Advises the Board on all matters
relating to finance.

Reviews proposed investments and
makes recommendations to the Board of
Directors, for approval.

Reviews and recommends the annual
and quarterly accounts to the Board of
Directors, for approval.

Ensures that adequate and
comprehensive financial controls are in

place and implemented in line with the
extant Financial Regulations.

Considers and makes
recommendations to the Board on
matters of annual estimates of income
and expenditure.

The Board Nomination and
Governance Committee (“BNGC”)

Reviews and recommends to the
Board of Directors, adherence to
corporate values that ensure that the
Bank's business is conducted in a legal
and ethical manner.

Develops and recommends for Board
approval, policies and codes of best
practice for Management and staff.

Ensures the existence of processes for
the identification of suitable candidates
for appointments and makes
recommendations to the Board, for
approval.
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Ethics and Compliance

Our Board is committed to high ethical
standards and probity, and ensures all
employees and executives align to these
standards in all their dealings with
stakeholders. To ensure a high ethical
standard, we introduced the following
procedures:

A Code of Ethics, which sets out the
minimum standards of ethical
conduct in the Bank.

A Whistleblowing Policy, which
provides different medium for
employees and other relevant
stakeholders to report concerns
about workplace malpractices in a
confidential manner, and to enable
the Internal Audit and External
Consultant investigate and deal with
such.

Stakeholders are expected to comply
with this code and policy in
discharging their duties, support
investigations into any reported
misconduct or concern, and take
any appropriate action.

How we Our approach
create value to sustainability

Whistle Blowing

Our Whistleblowing Policy, which is on
our website
(www.devbankng.com/cms/uploads/po
licy/WhistleBlowing-Policy) applies to
both internal (staff, contract employees,
management or directors) and external
(customers, service providers, applicants,
auditors, consultants, regulators and
other stakeholders) whistleblowers.

Our Policy outlines the procedure for
whistleblowing in our Bank and how all
reported cases of illegal and unethical
conduct or other misconduct should be
dealt with.

Our Policy is in line with the
requirements of section 3.1 of the
Central Bank of Nigeria's 'Guidelines for
Whistleblowing for banks and other
financial institutions in Nigeria), and
section 5.3.1 of the 'Code of Corporate
Governance for banks and discount
houses' In line with the policy, a
whistleblower may raise a concern (by
declaration, anonymously or in
confidence) through any of the
following channels:

A formal letter to the MD/CEQ,
Development Bank of Nigeria Plc. or
the Head, Internal Audit,
Development Bank of Nigeria Plc.

Looking to Financial Appendices
the future Performance

- Adedicated phone number:
080-751-80057.

- Adedicated email address:
whistleblow@devbankng.com.

Through our website:
www.devbankng.com/whistleblowing

The concerns can also be raised via our
External Whistleblowing channels:

Toll-Free Hotlines: 0800-847-6337

External Whistleblowing E-mail:
tip-offs@deloitte.com.ng.

Where a concern is received by a staff
other than the MD/CEO or the Head,
Internal Audit, the recipient of such
concerns shall be required to;
immediately pass the concern(s) to the
Head, Internal Audit with copy to the
MD/CEO Development Bank Plc.

If the concerns affect the Head, Internal
Audit, the MD/CEO shall be notified, and
where a Director (including the
MD/CEQ) is involved, such concern shall
be directed at the Chairman, Board
Audit & Compliance Committee.

All whistleblowing concerns were
investigated and appropriately
dispensed off in line with our Policy. The
Head, Internal Audit and the Chief
Compliance Officer forward regular
returns of all whistle-blowing reports to
the Central Bank of Nigeria in line with
the provision of the guideline for
whistleblowing for banks and other
financial institutions in Nigeria issued by
the Central Bank of Nigeria.

A New Dawn for 2019 - DBN Operating
MSMEs in Nigeria. @ a Glance Context

mlOYYAWE
create
value

Our approach
to sustainability

Financial Capita
Human Capital
Natural Capital
Intellectual Capital

- DBN Biz Aid Platform
Social Capital
Manufactured Capital
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Capitals Key Metrics Value for DBN

Contribution to sustainable development
Diversity of funds * Providing MSMEs with structured products that = Cost to income ratio
meet their needs » Loan portfolio make up
Reliable solution provider in the minds of * Return on equity
stakeholders = Return on Assets

Accessing and disbursing medium to long « Financial Sustainability
terms funds « Increasing loan volume

Financial
Capital

« DBN Gender diversity ratio
* Training hours per employee

¢ Contribution to societal equality

Investment in employees

« Competent human resources * % participation in internal

NN

Human Equal Opportunites « Qualified human resources
o : « Employee satisfaction and loyalty employee satisfaction survey
Social benefits :
¢ Competitve strength
Responsible banking understanding that meets the Supporting of socially beneficial business * % of portfolio dedicated to sustainability areas

gy expectations of fund providers and stakehoolders Safeguarding Nigerian communities against negative « No. of awareness and capacity development programs
\\") Integration of E&S due diligence into Increased reputation among stakeholders environmental and socially negative effects of business « Due diligence carried out on PFls

= lending process Management and mitigation of environmental and

social risks

Our financial capital includes
the products and services that
we provide to our customers
through our funds as well as
added value created through
°® P our corporate culture.100% of
profits generated from our
F I n a n C I a I operations since inception are
reinvested in the business.
This supports the goal of the

Bank to be financially
sustainable.

Reduction of negative offsets - i.e environmental
pollution etc.
Conservation of natural resources

Environmental Footprints » No. of environmental conservation techniques adopte

Reduction of negative impacts from our .
« No. of environmental awareness programs:

activites/operations

|
N

Q Products Developed =-Sectoralopinionsiwithiwide|perspectives * E&S integrated into loan process

—_— = No. of reports/journals created for the year
» Development of custom build solution

Economic Research Innovative products & services « Economically beneficial information

Low level on non-performing loans

N

— . . « Support of equal opportunity and gender
Monitoring & Evaluation Exercises equality in society

Long lasting dialogue with stakeholders _———
« Development of human resources « No. CSR activites carried out

* No. of engagements with stakeholders
* No. of clubs and memberships

ial bili -
wy RIOJECHS « Increased reputation amongst stakeholders

Partnerships ¢ CSR projects
¢ Increasing domestic and international recognition

« Increasing awarness of sustainability and
society-led issues
Memberships & Collaborations

N

3 « Efficiency in health processes;
Compact workplace in harmony with
corporate culture

efficient and ergonomic
Increasing customer satisfaction working environment

« Improving work place processes

Information technology infrastructure « Instiutionalisation of knowledge

N

‘ DB Development
Bank of Nigeria
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2019 -DBN Operating Leadership & How we Our approach

@ a Glance Context Governance create value

Equity funds from the Federal
Government of Nigeria and
Development Partners; debt funding
from International Financial Institutions;
as well as internally generated profits are
the current source for our financial
capital.

100% of profits generated from our
operations, since inception, are
reinvested in the business. This supports
our goal to be financially sustainable.
We hope to expand our funding
sources; equity and debt, in the nearest
future at favorable rates for on-lending
to our PFIs.

Value Created for Stakeholders

® N101.5billion new loan
disbursements to MSMEs

® N32.9billion in profit for the year

® N35.3million donations

® N1.0billion vendor related payments

® 23% Return on Equity*

® N1.9billion employee remuneration,
training and other benefits

*Return on Average Equity (Pre-tax)

Robust Growth in Assets Size

to sustainability

Looking to Financial Appendices
the future Performance

2019 Financial Performance

Highlights

We are committed to delivering a long-
term value to all our stakeholders, which
is reflected in our strong financial
performance, advocacy and capacity
building activities for MSMEs; Annual
Lecture Series, MSME Summits, informal
sector meetings and capacity building
programmes for MSMEs.

Our return on assets and return on
equity stood at 8.7% and 23.0%
respectively as at December 31,2019

Our asset size grew by 189% CAGR
over 3 years, from N19.6bn in 2017
to close at N474.7bn as at
December 31,2019. Loan portfolio
as a percentage of total assets also
witnessed significant increase
from 0.1% as at December 2017 to
21.5% as at December 2019,
depicting our strategy to expand
our lending base; pursuing our
catalytic role in the MSME
financing space.

My, | Development
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A New Dawn for 2019 -DBN
MSMEs in Nigeria. @ a Glance

Loan Portfolio

Since we commenced operations in
2017, we have consistently grown our
loan portfolio, surpassing our loan
disbursement target of N100bn in 2019.
Our outstanding balance for loans and
advances increased by 260% year-on-
year, from N28.3bn as at December 2018
to N101.9bn as at December 2019.

As a Bank focused on our primary
mandate of providing access to finance
for the underserved MSME segment, we
have onboarded 27 PFls with a
collectively wide MSME reach, and total
disbursements, since inception stood at
N132.7bn as at December 31, 20109.
Total approved credit limits to
onboarded PFIs was N382bn as at
December 2019.

_\\I.I,,_ | DBN Bani o Nigera
- Bank of Nigeria
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Loans disbursements by sector

Manufacturing
Agriculture
Oil & Gas

Transportation

Loan

(F”\cl)'rgir:c;ho Trade & Commerce

Education
Construction
Professional Services

Other Service Activities
Hospitality
Health & Social Work
Admin & Support
ICT WA

Cumulative loan Other Sectors 3%

disbursements

0,3 2017

(1 —e”
Loans & Advances
|

Trade & commerce sector account for
35% of total loan disbursements since
inception. Education, agriculture,
manufacturing combined make up
about 30%.

Loan Portfolio Enterprise

Small 0.4%

by MSME T
Business Size
Distribution
by Size (based on
number of
employees)

Small
Corporate

viicro Enterprises <10 employees; Small Enterprises 10 — 49 employees;
Medium-sized Enterprises 50 - 249 employees; Small Corporates>=250 employees
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by Gender YOV

I Male .Female

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019
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2019 -DBN Operating
@ a Glance Context
48%

52%

81%

Women account for 52% of the total
number of MSMEs that have accessed
DBN funding through the PFls.

Asset Quality

We maintain a healthy capital base with
our capital adequacy ratio at 146%,
which is well above the minimum
regulatory threshold for wholesale
development financial institutions.

We also boast of a strong risk
management framework, which ensures
the preservation of value within our
organization. All the loans in our
portfolio as at 2019 are performing, with
non-performing loan (NPL) ratio at 0%;
expected credit losses (based on IFRS 9)
on the portfolio at Stage |.

Capital Structure

Equity

We have fully complied with the Central
Bank of Nigeria's minimum share capital
financing requirement for wholesale
DFls, which is N100bn.

Our shareholders' funds stood at
N160bn as at December 31, 2019, with

Leadership & How we
Governance create value

Our approach
to sustainability

re-invested profits (retained earnings)
accounting for 25%.

Debt

Our gearing increased from 120% as at
December 2018 to 193% as at December
2019 in line with the steady
implementation progress for the receipt
of debt funding commitments from
development partners (IFls). As at
December 2019, we have received over
90% (USS 1.146 billion) of debt
commitment funds.

100% of our total funding portfolio is long
term; average loan life is about 16 years,
with the least loan tenor being 10 years
and longest 25 years.

We also enjoy moratorium on all our
current debt with 2 years being the least
and 5 years being the longest.

Our first principal repayment commenced
in Q4 2019.

Capital Structure
(N'bn)

160.0, 34%
126.0, 45%

2017 2018 2019

M Eouity | 0 Debt

Looking to Financial
the future Performance

Net
Interest
Income
(N'bn)

Interest Expense (N'bn)

Net Interest Income (N'bn)

|
-—

Interest Income Earnings (N'bn)

Earnings

We recorded strong earnings of
N46.2bn for the year, representing 51%
year-on-year growth from N30.6bn
recorded in 2018. This performance is a
sound reflection of our strategy,
leveraging on the high-interest rate
regime during the year and creating
more loans on market-conforming
basis.

Interest Income on permissible
investment securities still account for
more than 86% of earnings, however,
contribution from loans has increased
significantly from 2% in 2018 to 14% in
2019.This is expected to further
increase in the coming years.
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Overview A New Dawn for
MSMEs in Nigeria.

Cost Optimization and Efficiency

We maintained an operating expense
growth rate less than the revenue
growth rate; implementing several cost-
containment strategies. Cost-to-income
ratio improved from 20.5% in 2017 to
12.5% in 2018 and 10.6% in 2019.

Cost to income from loans is a key
metric for our Bank, which focuses on
operational efficiency from our core
mandate; cost profile in relations to
income generated from loans. This
metric has witnessed improved
performance from over 1000% in 2017
t0 590.3% in 2018 and 59.4% in 2019.

| DBN Development
Bank of Nigeria

Operating Leadership &
Context Governance

2020 Outlook

Financial sustainability remains a critical
component of our strategy as we
continually pursue strong financial
performance. Cost-containment will be
our top priority as recent economic
policies and industry development in
Q4 2019 suggests a low yield regime for
investments.

Our balance sheet will remain solid as
outstanding debt commitments will be
closed out.

How we Our approach
to sustainability

create value

Gross Earnings 46.2
Net Interest Income 38.0
Impairment Charges (1.1)
Operating Income 36.8
Operating Expense (3.9
PBT 329
GROUP
2019
Loans & Advances 101.9
Total Assets 474.7
Borrowings 308.5
Equity 160.0
| | crouwr]|
| 2019
ROAA (pretax) 8.7%
ROAE (pretax) 23.0%
Cost to Income Ratio 10.6%
CIR (loans) 59.4%

Looking to Financial
the future Performance

2019 2018 /y growth
458 30.6 49%
37.6 26.2 44%
(1.1) (0.3) 208%
36.4 25.8 41%
(3.7) (2.9) 26%
32.7 229 43%

BANK

2019 2018 y/y growth

101.9 283 260%
4744 2788 70%
3085 1517 103%
1596  126.0 27%
2019 2018 y/y growth
87%  10.6% -195bps
229%  27.0% -417bps
102%  12.5% -233bps
56.6% 590.3%  -53370bps
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At DBN, we remain deliberate in

our engagement with internal and
external stakeholders. We place a
premium in ensuring that our employees

H are well trained to enable efficiency and
u m a n high performance across all our
- I operations.
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A New Dawn for
MSMEs in Nigeria.

We are committed to attracting,
nurturing and retaining a motivated and
high-performing workforce as a strategy
for ensuring sustainable improvement in
business performance and effective
achievement of objectives critical to our
mission. Knowing that our people are
our best capital, and need to be fully
engaged with our corporate and brand
values, we strive to provide a diverse and
inclusive workplace where all employees
are encouraged to achieve their full
potential.

We have developed a strategy-aligned
Employee Value Proposition (EVP), which
helps to drive this engagement by
guiding the provision of a consistently
positive experience for employees while
ensuring that DBN remains an employer
of choice within its dynamic industry
and talent markets.

Our Employee Value Proposition focuses
on four core areas:

1. Corporate & Brand Identity

We ensure that all aspects of corporate
and individual business or work conduct
are in conformance with our core values
of Sustainability, Transparency,
Excellence, Diversity and Innovation.
Our employees are passionate about the
corporate vision, mission, core values,
culture, and are proud of our social
mandate, international affiliations with
leading global institutions and strong
corporate governance. In 2019, the Bank
recorded a 97% staff retention rate and
4.0 Employee Satisfaction Index. 97% of

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

2019 -DBN Operating Leadership &
@ a Glance Context Governance

the workforce stated that they would
advocate DBN to outsiders.

2. Work Environment & People

Management Practices

We continue to provide our employees
with a conducive work environment that
reflects respect, diversity and inspires
excellence. Our core values underpin all
aspects of our actions across the
employment life cycle and form a critical
part of the Bank's expectation of
supervisors. We invest in providing our
people with meaningful work delivered
through carefully designed roles that
provide stretch, opportunities to learn,
and contribute to delivering the Bank's
mandate. Employees are actively
encouraged to get involved and use

Data as at December 31, 2019

Our approach
to sustainability

their abilities to impact the communities
in which we operate.

To create a working environment that
supports a diverse and inclusive
workforce for all employees, free from
barriers, DBN has implemented relevant
policies, practices and initiatives.

Workforce Diversity

Diversity is one of our core values, and
this is reflected in all our people-
management practices. Building a
respectful workplace means giving due
regard to the differing viewpoints,
abilities, needs and beliefs of our
colleagues, clients and stakeholders.

Treating each other with respect and
dignity helps ensure a healthy and

Total Number of Staff (Including Platform & Front Desk Officers) 40

Female 14 35%
Male 26 65%
TRAINING

Total Training Hours 5,985

Number of Staff Trained 100%
COMPENSATION & BENEFFITS

Group Life Assurance/Group Personal Accident Scheme 100%

Health Insurance Scheme 100%
Contributory Pension Schemme 100%

2019 EMPLOYEE SATISFACTION SURVEY

Employee Satisfaction Level 81%

Staff that are likely to advocate for DBN as a Great Place to Work ~ 97%

Looking to Financial Appendices
the future Performance

productive work environment. DBN
prohibits sexual harassment,
discrimination, disrespectful and
inappropriate behaviour, violence in the
workplace and in all interactions
between employees and third parties.
DBN's Workforce Diversity Policy sets the
Bank's expectations for employees to
contribute to a safe, respectful and
professional workplace.

As at December 31, 2019, women
constituted 38% of our workforce. We
also recorded significant mileage in
strengthening geographical diversity,
achieving a minimum of 10%
representation for all geographical
regions.

Gender
Distribution

Geographical
Distribution
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To build a robust pipeline, we insist on
having a diverse slate of candidates for
all open positions, embedding gender
goals in our recruitment and staffing
practices and challenging unconscious
bias during the entire staffing process.
For leadership accountability, we provide
quarterly progress reporting to the Board
Nomination and Governance
Committee. In addition, we work closely
with recruitment firms to ensure a broad
range of candidates are presented for
interviews and our graduate recruitment
strategy is fully diverse and inclusive. The
advancement of women in leadership
roles and building an inclusive talent
pipeline remain a key priority.

Employee Health and Well-Being

The Bank provides free graduated
medical cover for staff and their
immediate family members (spouse and
up to 4 children). In conjunction with

N2 Development
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Health Maintenance Organizations,
employees have access to confidential
free annual workplace-based health
check as well as annual comprehensive
medical check-up to help them assess
their current health status, identify
modifiable risk factors and evaluate
readiness to make changes. Our periodic
wellness campaigns and seminars
encourage employees to learn about the
importance of wellness. A diverse range
of benefits, incentives and perks,
including subscription to gyms and
fitness clubs are available to eligible
employees.

Employee Engagement and Work/Life
Integration

At DBN, we work smart and play hard.
We organize quarterly fun events to
enhance employee bonding, encourage
collaboration and build a positive
environment where employees work

Our approach
to sustainability

collaboratively. Employee engagement
initiatives implemented in 2019 include
quarterly team bonding activities, Bank-
wide Thank-God-It's-Friday (TGIF) events,
an annual team-building program, town
hall meetings and an End-of-Year party.

We take a proactive approach to
providing our employees with
opportunities for flexible integration of
work, personal and community
responsibilities, enabling them reach
their full potential and encouraging
them to bring their total self to work.
These include:

® 5 to 6 weeks paid annual leave for
employees and the option of
staggering the leave to meet personal
needs where work performance is not
jeopardized.

® 4-month maternity leave, including

Looking to Financial Appendices

the future Performance

early closure for 2 months upon return
from leave.

e Up to 5 days compassionate leave per
annum for bereavement or family
emergencies.

® 5 days paternity leave for new fathers.

® DBN supports employees where
necessary with purchased vacation
option (provides employees with the
opportunity to purchase additional
vacation time).

® Social club membership for eligible
grades.

ANNUAL INTEGRATED & STATUTORY REPORT 2019 @
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Employee Involvement and Internal
Communication

We encourage open communication
and gives priority to resolving employee
concerns. There are several touchpoints
that enable employees to express their
views and raise concerns on issues they
want to be addressed including
connecting with Line Managers, Senior
Management, Executive Management as
well as Human Resources. A “Whistle
Blowing”platform is available to
employees, to report concerns about a
wide range of workplace issues,
including discrimination, harassment,
violence and unprofessional conduct by
colleagues. Our Operational Risk
Management incident reporting
platform also enables employees to
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report workplace accidents or near
misses.

3 Growth & Learning Opportunities

We expect our staff to not only be
passionate about the Bank's mandate,
but also about their personal
development. We continuously invest in
providing our employees with the
opportunity to build, and grow their
own capabilities, leverage the collective
strengths of colleagues, to do work that
is not only enriching but socially
impactful.

Employees' rounded career growth and
development is supported through:

to sustainability

Up to 40 protected annual minimum
hours of formal training.

40 (and up to maximum of 72) annual
discretionary training hours based on
identified business and/or staff
development needs.

Up to 10 working days study leave for
authorised professional examinations
(includes exam days) for eligible
grades.

Reimbursement for approved,
mandatory professional certification
exams (subject to 1 sitting per stage).
Annual professional membership
subscription for approved relevant
professional bodies.

Fast track progression for consistent
high performance as defined in the
career and performance management
frameworks.

Looking to Financial Appendices
the future Performance

e Opportunity to participate in the
bank's coaching programme.

e Discretionary postgraduate study
leave support based on performance
after five years of continuous service.

4 Reward & Recognition

As an equal opportunity employer, DBN
is committed to pay equity — paying
men and women equally for work of
equal value. We offer competitive salary
and benefits across all levels relative to
the bank's chosen comparators with a
continued focus on promoting total
employee wellbeing. Employees are
frequently recognized for high
performance and demonstrating
leadership and upholding the brand.
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Waste

As an environmentally conscious
organization, we place a premium on
how our waste is managed. We have
adopted an approach for managing
general waste and are also working on
kicking-off internal and external
recycling initiatives in 2020.

® General Waste: We will continue to
partner with municipal waste
management authorities to pick up our
general waste.

® Awareness Creation and Capacity
Building: In order to drive deeper levels
of change, we will train and develop
capacity for our employees and cleaning
staff to ensure initiatives are put in place
for sustainability and success.

® Internal Recycling Initiative: Our target
for 2020 will be to kick off an internal
recycling campaign that targets our
plastic, paper and metal wastes out of
our two official locations- Abuja and
Lagos.

® External Social Impact Initiative:
Tackling waste challenges require
thinking and action. It is also, oftentimes,
a community-led effort, requiring higher
levels of impact & partnerships. As such,
we aim to partner with a local recycling
firm, which will ensure that waste
generated out of our domestic
residences are also inculcated into a
social impact scheme.

Leadership & Our approach
Governance to sustainability
Water

As an organization, we are acutely aware
that water is an extremely important
resource and its usage should be
monitored. We are also aware that in
many countries around the world, water
is becoming an increasingly scarce
resource.

As such, we encourage responsible water
usage within our offices. In addition, as a
constant reminder, we have created
awareness paraphernalia for all
employees to guide and act as a
reminder to use water responsibly. As we
grow as an organization, our immediate
focus will shift into the implementation
of water management/efficiency
infrastructure.

Looking to Financial Appendices
the future Performance
Power

In a bid to conserving our overall power
usage, we continuously create awareness
around responsible power use across all
our operations and activities. This
includes awareness creation around
power conservation techniques, and
mindfulness within our offices. As we
grow, we intend to introduce renewable
energy resources in addition to reducing
overall amounts of power within our
activities and operations.
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Intellectual Capital

Nile
University
Abuja

We have an existing Memorandum of
Understanding (MOU) with Nile University
in Abuja to provide input into research
pieces and capacity building activities.
There is also an existing arrangement that
enables DBN employees to pursue
available education and knowledae
opportunities.

Small and Medium
Enterprises
Development Agency
of Nigeria (SMEDAN)

We currently collaborate with SMEDAN on
a variety of initiatives. We have synergies
on capacity building and training
opportunities. As a partner, we also
encourage SMEDAN to encourage MSMEs
within its ecosystems to approach their
relevant PFls in order to access existing
funding.

Entrepreneurship
Development Center
of Pan-Atlantic (Y T I—
University (EDC)
The DBN Entrepreneurship program is our
initiative aimed at equipping MSMEs with
the skills and competencies to defend
sound and viable business proposals,
improve their capacity to access available
credit, and improve their capacity for
efficient funds utilization, trade,
investments and access to markets.

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

The program was facilitated by the
Enterprise Development Centre (EDC) of
the Pan-Atlantic University with the
objective of addressing the
entrepreneurship and business
management skills gaps of Nigerian
MSMEs. 100 MSMEs, who were from
different parts of the country, different
sectors of the economy and at different
stages in their businesses, were
beneficiaries of this capacity building
program in Lagos and Abuja. While EDC
implemented the program in Lagos
(covering the southern states), Wider
Perspectives was responsible for the
capacity building in Abuja (covering the
northern states).

At the end of the 3-month program,
participants were given the opportunity
to meet with advisors, who are industry
experts, in a one-on-one session to
discuss their business challenges and
were offered workable solutions to
these challenges.

The National
MSME Clinic

The National MSME Clinic is an initiative of
the Federal Government to assemble and
interact with all relevant stakeholders in
order to disseminate information on sector-
related initiatives and programs, provide
guidance on regulatory matters and create
awareness for locally made goods by MSMEs
doing business in Nigeria. DBN has been a
key sponsor of the National MSME Clinics for
over two years and a full participant at all the
clinics across the 36 states of the federation.

Leadership &
@ a Glance Context Governance

How we Our approach
to sustainability

create value

Nigerian Association
of Small and Medium
Enterprises (NASME) "
The National Association of Small and
Medium Scale Enterprises (NASME) is the
apex organisation that coordinates
MSME activities and interacts with local
and foreign organisations whose services
are vital to the development of MSMEs in
Nigeria. In line with DBN's mandate of
supporting MSMEs, DBN is a primary
sponsor of the annual NASME summit
and an active participant at all NASME
events.

The Montreal

Group GROUP

The Montreal Group is an international
forum of Development Banks created to
foster peer group exchanges, identify
best practices and innovative solutions
on key topic issues, and develop thought
leadership material contributing to the
global MSME ecosystem. The Montreal
Group promotes international
cooperation, mutual learning and
exchange of technical expertise among
Development Banks. DBN has been

Looking to Financial Appendices
the future Performance

appointed an observer status within the
Group pending the ratification of its full
membership.

SME Finance *

Forum SME FINANCE

FoRirm
The SME Finance Forum is an
international roundtable of stakeholders
with the objective of promoting access
to finance for SMEs. The global network
of partners is primarily made up of
financial institutions, technology
companies and development finance
institutions working to share
knowledge, spur innovation and
promote the growth of SMEs. DBN is an
active member of the SME finance
forum with membership spanning the
last two years.
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Capacity Building for our PFls

As part of initiatives used to drive
increased capacity for our Participating
Finance Institutions (PFls), throughout
the course of 2019 we organized
training sessions in conjunction with
our partners. These sessions focused on
building the internal capacity of our
PFls in relation to the creation of
policies/Environmental and Social (E&S)
practices etc. These were key
opportunities to engage our PFls in a
granular manner whilst being able to
transfer best-in-class knowledge and
operational methods of
working/operations.

BANKING IN AFR
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Names of course modules/content

- E&S Policy Development and
Operationalization

- E&S Risk Assessment and
Categorization

- E&s Policy Development

- E&s Strategic Business Case
Management

Key takeaways from training and
plans for the future

Feedback from post training
Surveys/evaluations demonstrate that
the capacity development exercises
have been well received by the PFIs. In
2019, we trained over 12 PFls. Post
evaluation surveys point to the fact
that most PFls trained noticed a
marked improvement in internal

DBN contributed to European
Investment Bank’s “Banking in Africa
Report 2019" The report “Banking in
Africa"was officially launched on 27
February by our President Werner
Hoyer on the occasion of EIB's 2020
Africa Day in Dakar. In its fifth edition,
this report focuses on recent
developments in Africa’s banking
sectors and the policy options for all
stakeholders.

The study of banking sectors across all
African sub-regions includes the results
of the EIB survey of banking groups
operating in Africa.

Three thematic chapters address
challenges and opportunities for
financing investment in Africa:

Investing sustainably in Africa’s cities;

Leadership & How we
Governance create value

Our approach
to sustainability

processes.
We plan to hold more of these training
sessions in the future with a view to
focus on the following key things:
Based on training exercises conducted
through the course of the year, we plan
to increase our support through the
provision of additional
knowledge/training and also on an
individual basis, do diagnostic analysis
for PFls with existing process gaps. We
believe that this will exponentially
enable the PFIs' internal E&S processes.
Post-training and gap analysis phase,
we will then conduct spot checks to
measure knowledge absorption rates
and levels of compliance within the
PFls that have been exposed to the
processes.

Mobilising agricultural value chain
financing in Africa: why and how;
Remittances and financial sector
development in Africa.

The report is available from EIB's
website in English and French:

https://www.eib.org/en/publications/e
conomic-report-banking-in-africa-
financing-transformation-amid-
uncertainty

or https://www.eib.org/bankinginafrica
for short

Looking to Financial Appendices
the future Performance
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The delegation from: Development Bank of Nigerian, Nigerian Investment Promotion Commission, Standards Organization
of Nigeria, Federal Ministry of Power, Works and Housing, Federal Ministry of Finance, Manufacturers Association of Nigeria,
FCT Development Control, Nigerian Customs Services, Federal Ministry of Industry, Trade and Investment, Architect
Regulatory Council of Nigeria, GIZ India and GIZ Nigeria.

India Study Tour

The Development Bank of Nigeria demand side (buildings, industries and
participated in the GIZ India- Nigeria appliances) energy efficiency policies,
Energy Exchange Week, a study tourin ~ codes, regulations and incentive

New Delhi India put together with the ~ schemes that will enable all key
objective of having an efficient transfer  stakeholders to carry out similar -

of knowledge and experience approaches in the Nigerian context. Site visit to the Energy Efficiency SME Cluster- a porcelain cluster 600 years old with 600
regarding the implementation of factories and 30,000 people including dealers, sellers and manufacturers
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Study Tour

This study tour organized by one of the  created to learn from international best
Bank's Development Partners, KFW in practices in the areas of Strategic
partnership with the Frankfurt School Treasury, SME Finance and Green &

of Finance and Management was Sustainable Finance.
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Knowledge Economy

Volume 2, Issue 1

Volume 2, Issue 2

Working Paper Series 2019 (WPS)
WPS 210

Development: A Systematic Review
7) Responsible Use of Crop Protection

in Nigeria

Economic Development Thresholds
for a Green Economy in Sub-Saharan
Africa

Environmental Pollution Policy of
Small Businesses in Nigeria and
Ghana

Governance CO2 Emissions and
Inclusive Human Development in
Sub-Saharan Africa

How Enhancing Information and
Communication Technology Has
Affected Inequality in Africa for
Sustainable Development: An
Empirical Investigation

ICT, Financial Access and Gender
Inclusion in the Formal Economic

Review of Policies and Strategies

2) Households Access to Agricultural
Credit and Agricultural Production in
Nigeria: A PSM Model

3) Effect of Qil Resource Endowment,
Natural Gas and Agriculture Output:
Policy
Options for Inclusive Growth

4) The Conditional Relationship
Between Renewable Energy and
Environmental Quality in Sub-
Saharan African

5) ReerImbalance and Macroeconomic
Adjustments: Evidence from the
CEMAC Zone

6) Farmers' Food Price Volatility and
Nigeria's Growth Enhancement

: : Products and Nigeria's Growth Sector: Evidence from Africa Support Scheme
byt i i The Effect of Financial Development il A o
As part |o;iour |codntnbunons to the overall Agncult'ural Output and Economic on Unemployment in Nigeria~pDo 1) Dollarization and the “Unbundling” of Fnhancement Support Scheme MUlt'hatlonal Ol Companies in
national knowledge economy, we Growth: The Nigerian Case ] Globalization in Sub-Saharan Africa 8) The Comparative Economics of ICT, Nigeria and Corporate Social WPS 212A

published the following working papers
and journals in 2019:

Ditch the Naira and Champion the
Eco? A Post-Forex Crisis Assessment

Measures of Financial Development
Matter?

Entrepreneurship and MSME
Development in Nigeria

Environmental Degradation and
Inclusive Human Development in

Responsibility in the HIV/AIDS
Response in Host Communities

1) The Impact of CSR Interventions on
Female Education Development in

No

3)  Macroeconomic Determinant of The Impact of Public Debt on

Journal of Economics and Sustainable
Growth (JESG) 2019

Solid Mineral Export Price in Nigeria
1981-2017

Trade Liberalization and Productivity
in the Nigerian Manufacturing Sector
Energy efficiency in Small and
Medium Scale Enterprises (SMEs)

Investment: Evidence from Nigeria
Financial Liberalization and Small
and Medium Enterprises
Performance in Nigeria

Financial Inclusion in a Developing
Country: An Assessment of the

3) Inequality, ICT and Financial Access in Sub-Saharan Africa 9) Size, Efficiency, Market Power, And the Niger Delta Region of Nigeria

Africa
4) Investigating the Relevance of
Mobile Technology Adoption on
Inclusive Growth in West Africa
5) Knowledge-Driven Economic
Growth: The Case of Sub-Saharan

WPS 211

1) Challenges of Doing Business in
Africa: A Systematic Review

2) Corporate Social Responsibility and
the Role of Rural Women in

Economics of Scale in the African
Banking Sector

10) The Impact of e-Wallet on Informal
Farm Entrepreneurship Development

in Rural Nigeria

Enhancing ICT for Quality Education
in Sub-Saharan Africa

Corporate Social Responsibility in
Nigeria and Rural Youths in
Sustainable Traditional Industries
Livelihood in Oil Producing

i in Nigeri Nigerian Journe Ul
6 Eénd Econogm G?Wth " ngNgrla e ° / Africa Sustainable Agricultural WPS 212 Communities
) conom|fc |versr|1 el L |g$r|a‘ 6) Recent Finance Advances in Development in Sub-Saharan 1) Building Knowledge-Based 4) Global Shocks Alert and Monetary
kisfsons e M Eelhticee Information Technology for Inclusive Africa: Evidence from the Niger Delta Economies in Africa: A Systematic Policy Responses
rica
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UNLIMITED GROWTH FOR YOUR BUSINESS

/
Development Bank of Nigeria exists to alleviate financing constraints faced
by Micro, Small and Medium Scale Enterprises (MSMEs) in Nigeria.

To access a DBN loan,
Visit your Participating Financial Institution (PFI)
Call: +234 1 906 4000 | Email: info@devbankng.com

www.devbankng.com
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DBN is continuously innovating.
We constantly ensure that our i
processes and technology infra
reflect the needs of all our stake
We are committed to ensuring t
are run in a safe, fast and highl.
through the most technologica
date applications in work contii
security, web infrastructure an
communication.
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DBN BizAid Platform

In 2019, our internal software team
created and launched the DBN BizAid
platform. Released in mobile and web
formats, the BizAid platform is designed
to aid MSMEs improve their business
performance while serving as an
information hub for our activities and
other important development finance-
related content beneficial to the
segment.

Phase 1, now completed, has the mobile
app published on both Apple and
Google Play stores. Further expansion is
expected in Phase II.

Currently, both platforms have the
following features:

An accounting feature that will use the
notification alerts sent from banks to
build an income and expense log, which
will then be analysed and presented to
the users.

News feature to increase awareness of
MSME impacting events.

A database of MSMEs in Nigeria that
can be analysed for improvement
purposes.

Chat functionality to engage the
MSME community.
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Business Processs
Optimisation

At DBN we have made concerted efforts

to ensure that our internal processes are

automated. Our IT mandate is 3-fold:

e (Create secure [T systems and processes

e Build robust IT governance framework

e Enhance business operations with
automation

In a bid to support this strategy and aid

overall efficiency, we have instituted the

Iy, | DBII' Development
. Bank of Nigeria
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THE

NEW APP
THAT
POSITIONS
YOUR
BUSINESS
FORSUCCESS

following:

e Deployed a core banking application
on a cloud infrastructure and implement
the relevant modules.

e Deployed a Business Process
Management (BPM) solution for
automation of other business processes.
e Deployed a robust cloud based
Content Management solution that
integrates with the BPM solution.

e Deployed an interactive data analytics
and visualisation solution with self
service reporting for our the Bank's

Leadership &
Governance

Our approach
to sustainability

performance management.

e Engaged Microsoft to train our staff
members use of Power Bl Pro and
MyAnalytics for improved on the
usage of data analytics in decision-
making.

e Designed and deployed an intranet
portal for internal use.

e Implemented a unified
communication solution ( Cisco
integrated with Skype for Business).

e Implemented a customer relationship
management solution (either as part

Looking to Financial
the future Performance

of the Core Banking or stand alone to
track field workforce and customer
interactions.

Setup Social Media Communication
tool for enquiries and publicity
Facebook

Twitter

Instagram

LinkedIn

ANNUAL INTEGRATED & STATUTORY REPORT 2019 @
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Development Bank of Nigeria exists to alleviate financing constraints faced efficiently serving the communities
by Micro, Small and Medium Scale Enterprises (MSMEs) in Nigeria. DBN in which we operate, we have created a

system of continuous engagement with

To access a DBN loan, Ec?r?kacl:? ﬁgl:rlig . our various stakeholde.rs. Learning the needs,
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Call: +234 1 906 4000 | Email: info@devbankng.com us 1o keep G

pulse whilst ensuring that we
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Social Capital

Stakeholder Matrix

A key success factor in achieving our
vision and mandate is leveraging
strategic partnerships and alliances. This
requires adopting a strategic and
proactive approach to identifying and
engaging our key stakeholders in order
to determine opportunities,
dependencies, areas of common
interest, as well as potential bottlenecks
with our potential partners.

e ANNUAL INTEGRATED & STATUTORY REPORT 2019

Leadership &
Governance

Stakeholder

2.

. Federal

Government

Federal Ministry
of Finance

Nigeria Sovereign

Investment
Authority (NSIA)

Regulator

® Central Bank of

3.

Nigeria

Participating
Financial

Institutions (PFls) —

8 Commercial Banks
and 15 Microfinance
Banks

4. MSMEs

5. Development

Partners

African
Development Bank
(AfDB)

European
Investment Bank
(EIB)

French Agency for
Development
(AFD)

World Bank

e German

Development
Bank (KfwW)

How we

create value

Role/Interest

Provide funding,
logistics and
technical
assistance
Accountability &
transparency
Collaborate in
policy formulation

Perform
regulatory
oversight
responsibilities
Collaborate

in policy
formulation

On-lending to
end-borrowers
(MSMEs)

® Provide data

Indirect
beneficiaries
Provide data

Provide funding,
logistics and
Technical
Assistance
Accountability &
Transparency
Collaborate in
policy formulation

Our approach

to sustainability

Influence

High

High

High

High

Medium

Looking to
the future

Engagement
Method

® Formal meetings

@ Correspondence
by Phone/Emails

® Roundtable
discussions

e Formal meetings

® Roundtable
discussions

e Correspondence

® Formal meetings

e Correspondence
by phone/emails

® Roundtable
discussions

o Workshops

® Surveys

e Correspondence
by Phone/Emails

e Roundtable
discussions

o Workshops

o Surveys

® Formal meetings

® Roundtable
discussions

® Correspondence
by Phone/Emails

Financial
Performance

Engagement
Frequency

Ongoing

Ongoing

Ongoing

Bi-Annually

Quarterly

N Development
-©4 | DBN Bank of Nigeria
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Abbreviations

Stakeholder

o

Government
Ministries,
Departments and
Agencies

- SMEDAN

~N

Civil Society
Organisations
Non-Governmental
Organisations
(NGOs)

[ee]

Academia &
Resource
Organisations -
Universities,
Research
Institutes,
Enterprise
Development
Centre

9 Media -
Television, Radio,
Print media,
Online Media

® Ensure transparency

3‘//_ | DBN Development

_’/| |\\_

Bank of Nigeria

A New Dawn for
MSMEs in Nigeria.

Role/Interest

Partnering for social

impact, advocacy
and capacity
building

Provide technical
assistance

Partnering for social

impact and
advocacy
Provide technical
assistance

Ensure
Transparency &
accountability
Conduct studies
& evaluations
Provide technical
assistance

Sharing
development
information

& accountability

2019 - DBN
@ a Glance

Influence

Low

Low

Low

Low

Operating
Context

Engagement
Method

@ Formal meetings
® Public meetings
/Events

® Public meetings
/Events

e Correspondence

by phone/emails

® Public meetings
/Events

e Correspondence
by Phone/Emails

o Public meetings/

Events

Leadership &
Governance

Engagement
Frequency

Quarterly

Quarterly

Quarterly

Monthly

How we Our approach

to sustainability

create value

Monitoring & Evaluation

Structure

We operate a comprehensive
Monitoring and Evaluation (M&E)
mechanism to ensure program
accountability, effectiveness, and
efficacy.

Robust M&E exercises are carried out
on a bi-annual basis by an integrated
team of internal and external
resources. A wide range of
stakeholders are consulted as part of
this process and the results are
compiled in detailed reports.

Process
The 2019 M&E exercise was
conducted in line with our result-

Financial
Performance

Looking to
the future

Appendices

based theory of change, which is
targeted towards driving a
sustainable path for inclusive
economic development for MSMEs.

In line with our evidence-based,
impact-led approach to supporting
MSMEs, we conducted a
comprehensive study to make
inferences on the potential impact
created as a result of increased access
to finance provided by DBN. Our
Monitoring and Evaluation
framework was designed to track key
parameters of the loan process
including salient details such as
impact, coverage, access, utilization,
and output across various
demographics and key sectors of the
end-borrowers.

Our M&E framework was designed to track key parameters of the loan process including salient details such as impact,
coverage, access, utilization, and output across various demographics and key sectors of the end-borrowers”

= -
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A New Dawn for
MSMEs in Nigeria.

The 2019 exercise targeted 441 end-
borrowers spread across five geo-
political zones. A Randomized Control
Trial (RCT) approach was adopted in the
study, while a Multivariate Regression
Model was employed following the
assumptions of Ordinary Least Square
(OLS), with the analysis focusing on
comparison with the counterfactual.
Structured questionnaires and in-depth
interviews were administered to the end-
borrowers and PFls, capturing values of
key development indicators to estimate
immediate and intermediate
effects/impact of the overall programme.

Structured questionnaire/
44 1 5 in-depth interviews were
e administered to end-
End Borrowers Geo-Political borrowers and participating
Zones Fls

Results

The results show the key findings of our
2019 Monitoring & Evaluation exercise
with specific focus on outcomes such as

m ANNUAL INTEGRATED & STATUTORY REPORT 2019

2019 - DBN Operating
@ a Glance Context

job creation, increased production,
turnover, and growth in asset base of
end-borrowers, gender inclusion, and
increased growth to the PFIs' MSME loan
portfolios.

Job Creation

e 3126 Jobs created by the sampled
MSMEs in 2019.

o 48% of total MSME workforce beats
global standard (33%) of women
participation in economic and political
processes.

e 37% increase in the number of
employees engaged by MSMEs in the
treatment sample.

e 26% increase in the number of
employees engaged by MSMEs in the
control sample.

Change in Value of Assets

® 6.8% increase in the value of land and
building for treatment group.

e 4.5% increase in the value of land and
building for control group.

e 11.1% of MSMEs in the treatment
group saw an increase in their financial
assets.

Focus Group discussion which took place at Radisson Blu, GRA, Ikeja, Lagos State

Leadership & How we
Governance

Our approach

create value to sustainability

® 8.9% of MSMEs in the control group
reported an increase in financial assets.

Change in Revenue and Production
Values

® 25% of MSMEs in the treatment group
saw an increase in revenue (an average
of 10%).

® 19% of MSMEs in the control group
saw an increase in their revenue.

e 23% increase in production value was
recorded by MSMEs in the treatment
group.

® 2% increase in production value was
recorded by MSMEs in the treatment

group.

Change in Profits and Taxes

® 20.2% of MSMEs in the treatment
group observed an increase in profit.

® 13.5% of MSMEs in the control group
observed an increase in profit.

e 6% of MSMEs in the treatment group
reported an increase in taxes paid.

e 10% of MSMEs in the control group
reported an increase in taxes paid.

Looking to Financial Appendices
the future Performance

Change in Value of Raw Materials

© 15% of MSMEs in the treatment group
reported an increase in the value of
their raw materials.

® 10% of MSMEs in the control group
reported an increase in the value of
their raw materials.

® 1% increase in the total value of raw
materials for MSMEs in the treatment
group.

e 0.1% increase in the total value of raw
materials for MSMEs in the control

group.

Impact on PFl Loan Portfolio

e DBN contributed 0.66% to the total
lending by its PFls (Commercial Banks)
and 0.44% to the total lending by all
Commercial Banks in Nigeria to the
private sector.

e 7.20% of total lending to MSMEs by
sampled MFBs stemmed from DBN
funds in 2019.

N Development
-©£ | DBN Bank of Nigeria
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A New Dawn for 2019 - DBN Operating

Leadership &
MSMEs in Nigeria. @ a Glance Context

Governance

44 A gk

business to serve the international
market.

Speaking on the N200 million DBN loan
obtained via Fidelity Bank, Mr. Sunkanmi
appreciated the significant reduction in
the interest rates when compared to
rates of other financial institutions.
According to him, the working capital
enabled Sunbeth Global Concept meet
the demands of its international
customers, which required financing the
sourcing of products, local haulage from
the warehouse to the port, and eventual
shipping before they could get
payments on their shipment.

Enumerators at Dobbies Water Kaduna, Kaduna state, April 2019

M&E Success Stories
Sunbeth Global Concepts Limited, Akure, Ondo State

Scaling to Meet International Demands

Sunbeth Global Concept is a trading company specializing in
raw cocoa beans and cashew exportation with the potential
capacity to effectively participate in cocoa supply chain and add
value to the confectionery industries worldwide. The company
emanated from Sunny Owo Ventures Nigeria Limited, a
prominent cocoa sourcing company.

According to the company's Executive Director, Mr. Sunkanmi
Owoyemi, Sunbeth had always been in the business of cocoa
sourcing and local distribution with a mission to scale the

So¢ | DBN Zoikis
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How we Our approach
to sustainability

create value

DBN team responding to comments during the PFIs' break-out session at the FGD

2. Kingdom Chemical & Industry Co.
Limited, Katsina, Katsina State

Transformed for a profitable Future
Kingdom Chemical & Industry co. Ltd,
founded in the early 2000s by Chief
Ambassador Chibo, is in the business of
production and supply of building
materials. The company obtained a DBN
loan of N19.5 million through Union
Bank of Nigeria, which was used to
purchase machinery that would boost
the production of Kingdom Paints,
expand the inventory of building
materials, and support the building of its

main office for the factory and the depot.

Looking to Financial Appendices
the future Performance

M&E team with an end-borrower in Mkpatak, Akwa-lbom State

According to Chief Ambassador Chibo,
some of the challenges affecting his
business are low volumes of transactions
in Katsina state, sub-optimal production
capacity and the interest rates on loans.
He pleaded that the interest rate should
also be equitably reviewed for better
business performance.

The aftermath of DBN's loan resulted in
the completion of a branch office,
employment of fifteen additional staff
and a higher production rate among
other positive outcomes.

ANNUAL INTEGRATED & STATUTORY REPORT 2019 e
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Danbo International School, Kaduna, ¥ = = TS A M
Kaduna State i — DANB

r iz
e t—T LT ]

Protecting the Heritage through
Expansion

Danbo International Group of Schools
(Nursery, Primary and Secondary) owned
and operated by Mrs. Abosede Christiana
Yusuf-Bello was established in 1981, and in
almost 4 decades, has produced
individuals of high ranking, including a
Deputy-Governor, a Member of the House
of Representatives among others. The
school, which started with less than a
hundred students has continued to
expand, having over one thousand
students at its peak.

Unfortunately, the effects of insurgency
and recent kidnappings have done great
harm to the school's operations, reducing
its enrollment to a little above 500, 50% of
what it was. To cushion this effect, the
proprietress sought to open another
branch of the school in Abuja. This
required more funds to execute the
ambitious project while retaining the
original school and keeping it competitive.

Danbo International Group of Schools
obtained a DBN Loan worth N495million
naira through Fidelity Bank. Due to its
reputation in Kaduna State, the school
gained popularity in Abuja with enhanced
learning facilities, opened job
opportunities for over 200 employees and
the proprietress, with her resilience, has
not retrenched any of her workers despite
the challenges

ANNUAL INTEGRATED & STATUTORY REPORT 2019 FOS
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How we Our approach
create value to sustainability

Governance Model
Roles & Responsibilities

Sustainability Strategy

Looking to Financial Appendices
the future Performance
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Governance Model

Sustainability
Working Committee

DBN Management
Committee (MANCO)

Overview A New Dawn for
MSMEs in Nigeria.

2019 - DBN Operating
@ a Glance Context

Roles and
Responsibilities:

Our sustainability model is overseen by the Board
Credit & Risk Committee (BCRC). The Sustainability
Working Committee reports to our Management
Committee (MANCQO), which in turn, makes
submissions on progress across key sustainability
areas to the Board. Through this integrated
approach, we ensure our sustainability strategies
are well integrated into our business processes and
internalized by our employees.

Leadership & How we
Governance

Our approach
to sustainability

create value

Board

Our Board is ultimately responsible for
providing oversight of social,
environmental and ethical matters with
the following responsibilities:

o Reviewing and approving all
policies, guidelines and actions on
E&S risk management.

o Ensuring that environmental and
social issues are embedded into
the our risk management
processes;

o Constantly demonstrating
commitment to the principles of
sustainable banking; ensuring the
establishment of appropriate
structures for risk management
and the implementation of our
sustainable finance policy.

Sustainability Working
Committee

Looking to Financial
the future Performance

Our Management
Committee (MANCO)

MANCO is the operational and
implementing unit with the
following responsibilities:

o Developing and implementing
policies, principles and practices
to foster our sustainable growth.

o Developing our sustainability
strategy, establishing sustainability
goals and integrating these into
daily business activities.

o Defining the structure and process
for the effective management of
E&S risks.

o Keeping track of new and
innovative technologies that
could help us foster sustainable
growth.

o Reviewing and advising the Board
on our sustainability reporting and
sustainability targets.

Appendices

The Sustainability Working Committee is focused on integrating key sustainability
principles across our different activities and operations. The working committee is
also responsible for ensuring that awareness around key sustainability issues remain
a priority for us and our people.

The Working Committee meets quarterly with several participating departments
focused on creating and integrating all business activities and operations in parallel
with our vision, strategy, goals and priorities.

My, Devel t My, Devel t
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Sustainability Strategy

Reporting and Financial E&S Risk
Collaboration Inclusion Management
(S SR 170 EOMMCGRINTH o GO
=
“Gnlliggls'g:_ L ASSERTIVENESS %
31 [
” Reporting is a key method we use to We are deliberate in our focus of
o Y ensure that our stakeholders remain delivering financial services at affordable
conchinG o] sr informed of our activities. Using costs to sections of disadvantaged and ‘
mediums such as our corporate website,  low-income segments of the society in ® Management of our E&S risk is a key
SONASORATION NECOHATON reports, Annual Accounts and line with CBN's inclusion strategy. We: part of ensuring we monitor our effects
Statements, etc. We ensure that we keep @ Develop awareness and capacity on the environment. We recognize that
a consistent flow of information with our building on financial literacy. good environmental performance is a
various stakeholders. This integrated e Encourage innovative products or fundamental element of our
report that merges our non-financial services designed for disadvantaged commitment to social impact, and that
QOur pl | |a s are l’eﬂ ective Environmental Focused Gender Balance Youth Empowerment: and ﬁnancial is one of the primary groups. . LA a re_spon5|b|e approaeh to .
0 - Activities and Operations: and Empowerment: med_yms we use to communhlcate. _ ° Collaborate/Parther vv|t_h ergamzerns enwr_onmental issues is critical to its
of the mteg ration Additionally, we have our social media focused on providing similar services continuous success. As part of our E&S
be‘[\/\/een our i o platforms vvhieh detail more‘o.f‘a to disadvantaged groups in our pract?ces and as part of our on-boarding
granular overview of our activities. communities. practices for our PFls, we ensure they
organizational thl’UStS, . . haye operationel.E&S policies existi.ng.
. . In respect to our strategic partnerships, Strategic Initiatives This is a perequisite for PFls to receive
Iocal a nd |nternatlona| ® We have consistent oversightonthe @ We ensure that our internal operations @ With a strong focus on MSMEs, we we have created a plethora of strategic e Create specialized products for funding from DBN. We also carry out
sustainability reaulations imp_act of our operations on the . remain incliusive. We place a speeial focus remein eommitted to the development alliance with key partners. These specific groups- women, youth, regular due diligence appraisals on our
y reg *environment and the community in on promoting women's economic of Nigeria's youth through capacity alliances focus on creating synergies for disadvantaged areas participating financial institutions (PFls).
These include: which we operate. We recognize that empowerment through our business building, targeted products and opportunities to improve the existing e Job creation This is to ensure that the lending is
good environmental performance is a activities and operations by developing sponsorship for this segment. Using our knowledge economy for MSMEs and the e |nternal policies driving decent work carried out in a consistent and
fundamental element of our products and services specifically aimed  strategic partnerships and alliances with PFls. environments responsible manner. We also conduct
commitment to corporate social at women. tertiary institutions e.g. MOU with Nile site visits on occasion to end borrowers,
responsibility, and that a responsible University focused on research and SRR 'L.-’_c‘.; Strategic Initiatives where necessary, to ensure that lending
approach to environmental issues is Strategic Initiatives knowledge management opportunities. : i TR e Create alliances with key partners deployed is being utilized in the correct
critical to its continuous success. e Inclusive human resource R = = (“:-:("m (NASME, SMEDAN etc) way. Finally, we carry out trainings for
e We remain committed to ensuring management policies Strategic Initiatives N . Enhance relationships with our PFls in order to raise education,
that we do not negatively affect the e Develop gender-based products ® Creation of specialized products development partners knowledge and awareness around key
environment and communicate in areas ¢ Organize capacity building knowledge focused on youth, innovation and =" e Achieve geographical and sectoral E&S areas. This is also to ensure business
where we carry out our activities and sessions for women start-ups = scale sustainability and enable PFls to access
operations. ® Creation of a knowledge economy : needed funding.
e Focus on job creation specifically
Strategic Initiatives aimed at women. Strategic Initiatives
® Green Finance Innovation e (reate impact through advocacy
® Specialized products e Promote MSME investment in assets
® Strategic Alliances e Promote responsible lending models

® Capacity building in Green Finance

M, Development N7 Development
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UNEP FI Principles Our Alignment UNEP FI Principles Our Alignment

® We align our business strategy to be consistent DBN's strategic plan is based on the analysis of the ® We proactively and responsibly consult, engage ® DBN's Communication Policy articulates goals,
with and contribute to individuals' needs and Nigerian operating environment and key trends. and partner with relevant stakeholders to achieve tools, processes and guiding principles in engaging
society's goals, as expressed in the Sustainable Results from DBN's extensive demand and supply- society's goals. stakeholders regarding its corporate identity,
Development Goals (SDGs), the Paris Climate side surveys helped define DBN's Five Strategic services, customer initiatives, crisis and other
Agreement and relevant national and regional Objectives. relevant information.
frameworks. We will focus our efforts where we

have the most significant impact.

Strategic Objective 2 (SO2) - Create Impact: DBN
articulates its development impact on target
beneficiaries.

This is to ensure all communication plans and
designs facilitate and support the achievement of
the Bank's overall objective, which is to provide

financing to MSMEs across all sectors.

Strategic Objectives 3 (SO3) -Champion role as an

advocate: DBN is positioned as an advocate for the DBN's stakeholder engagement strategy has been

financially underserved MSME market segment articulated. This strategy has identified four
stakeholder clusters: PFls, MSMEs, general public as
well as regulators.

o We will continuously increase our positive impact o DBN has developed product papers that align to Governance and Target Setting

while reducing the negative impacts of our specific SDG priorities. The product papers aim to el . | e imol . ¢ ] . .
operations and activities on people and the increase lending to sectors and activities involving, © We implement our commitment to these © The implementation of DBN's strategic objectives is

environment. women, youth and disadvantaged regions. We are principles through effective governance and a defined across four performance areas: Strategic,
non—discﬁminatory - Iendigng act?vities il culture of responsible banking, demonstrating Business, Organisational and Financial. DBN's Ta rge for 2020

lend to all sectors of the economy. ambition anvd accountability by §etting‘pub\ic culture of responsible banlking is entrenched as a
targets relating to our most significant impacts. core element of organisational performance.

DBN increases positive impact via the advocacy
and by monitoring impact indicators after loan
disbursement. ® We periodically review our individual and ® DBN is strategically focused on development
collective implementation of these Principles a impact, which is a core element of its strategic
N are transparent about, and accountable for our performance. From these strategic initiatives, DBN
positive and negative impacts on society. sets out to create an integrated reporting
framework aimed at identifying, operationalizing
and disclosing development impact through
annual reporting.

o We work responsibly with our clients and our © DBN creates impact by working responsibly to
customers to encourage sustainable practices and build customers' (PFls) capacity to make
enable economic activities that create shared development-oriented lending decisions. DBN
prosperity for current and future generations. conducts research, highlighting barriers faced by
MSMEs and proffers solutions

In addition, through the implementation of its
ESRM policy, DBN works responsibly with clients
and customers to encourage and influence
sustainable practices in the lending portfolio.

I, Development My, Devel t
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Lookin
the Future

Promise

Sustainability ® Kick off Internal Recycling Scheme
® External Environment Social Impact Activity
e Increased support for Global Sustainability initiatives
(Water, Waste, Environmental Management, Women,)
etc.

o Kick off Management Trainee Program
Operations ® Develop gender-based products (Women and Youth)
® |ncrease focus on Real Sectors (Agric, Manufacturing,
Renewable Energy & Energy Efficiency)
Technology e Commence Digital Strategy Project
o Commence Phase Il Biz Aid Platform
Capacity Development ® Kick off Technical Assurance Projects

Monitoring & Evaluation ® |mprove PFlloan portfolio tracking and analysis
Increase Technical Assistance Initiatives for PFls

® Capacity Building (MSME Skill acquisition/training
programs) for disadvantaged regions in Nigeria

® Provide support for public rural health initiatives

® Sport related sponsorship programs

® Support local entrepreneurship and Start- Up
Initiatives (nation-wide)

-

n

w5 O
’ |

Thought Leadership ® DBN Annual Lecture Series
® |nternational Women's Day Celebration
® MSME Summits

Revel t
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& Accounts 2019

Financial
Performance
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& Accounts 2019
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DIRECTOR’S REPORT DIRECTOR’S REPORT

For the year ended 31 December 2019

The directors present their annual report on the affairs
of Development Bank of Nigeria Plc (‘DBN" or "the
Bank”), and its subsidiary (together "the Group or DBN
Group"), together with the audited financial
statements and the independent auditor's report for

Principal activity

Development Bank of Nigeria Plc ("DBN") is a financial
institution set up to bridge the gap created by the
inability of other development banks, micro-finance

The Bank has one subsidiary, Impact Credit Guarantee

Limited, which was incorporated on 8 March 2019
with the aim of carrying on the business of issuing

credit guarantees to participating financial institutions

For the year ended 31 December 2019

Dividend
The directors have not proposed any dividend in the year ended 31 December 2019 (31 December 2018: Nil).

banks and commercial banks to satisfy the funding (PFI) in respect of loans granted to eligible businesses -
the year ended 31 December 2019. needs of the Micro, Small & Medium Enterprises in the Micro, Small and Medium Enterprises (MSME) )
(MSMESs) in Nigeria. The principal mission of the DBN  sector The directors who served up to the date of the report are as follows:
Legal form is to improve the access of micro, small and medium
Development Bank of Nigeria Plc was incorporated in enterprises to longer tenured finance. The Bank will Operating results Shehu Yahaya Chairman
Nigeria under the Companies and Allied Matters Act play a focal and catalytic role in providing funding Gross earnings of the Group and Bank stood at N46.24 Anthony Okbanachi e o pp—
as a Public Liability Company on 19 September 2014. and risk-sharing facilities to MSMEs and small billion and N45.76 billion respectively (2018: Bank: o y P : gng : :
It was granted an operating license by the Central corporates through financial intermediaries. The N30.64 billion). The Group recorded a profit after Uche Orji Non-Executive Director
Bank of Nigeria to carry on_opgrations as a Wholesale pperation Qf the Bahk vv.ill also play an important role taxat@on of N33.91 b?ll@on and the Bank, a‘p_roﬁt after Bello Maccido Independent Director
Development Finance Institution (WDFI) on 29 March in developing the Nigerian financial sector by taxation of N33.59 billion (2018: N22.68 billion). ladi Al Ind d Di
2017.The Bank commenced operations on 1 incentivizing financial institutions, predominantly Highlights of the Group’s and Bank's operating results Oladimeji Alo ndependent !reCtor
November, 2017. deposit-money and microfinance banks, to lend to for the year under review are as follows: Phillips Oduoza Independent Director
the producﬁiv‘e sector, usir;]g technical assist?jntc)e to Andrew Alli Independent Director
augment their capacity where necessary and by :
providing them with funding facilities designed to Clare Omatseye1 Independent Director
meet the needs of these smaller customers. Mohamed Kalif Non-Executive Director
- \ Henry Baldeh? Non-Executive Director
In thousands of Naira Group Bank
31 31 31
December December December
2019 2019 2018
Gross earnings 46,236,882 45,755,228 30,641,949 N
Interest expenses (8,191,950 (8,191,950) (4,342,680) 1. Resigned 8 May, 2019
Personnel expenses (1,659,385) (1,586,311) (1,255,950) 2. Appr9ved by the CentralgankofNigeria on 8 May, 2019 and
Operating expenses (3/438,947) (3,326,874) (2,132,374) appointment commenced 9 May, 2019
Profit for the year before minimum taxation 32,946,600 32,650,093 22,910,945 3. TheAlternate director; Yaw Adu Kuffour, alternating for Henry
— - Baldeh, was approved by the Central Bank of Nigeria on 8
Minimum taxation (228,776) (228,776) - May, 2019 and his term commenced contemporaneously
Profit for the year before taxation 32,717,824 32421317 22,910,945 with that of Henry Baldeh on 9 May, 2019.
Tax credit/(expense) 1,193,632 1,175,552 (229,109)
Profit for the year after taxation 33,911,456 33,596,869 22,681,836
Retained earnings 40,675,299 40,360,711 17,690,389
Statutory reserve 18,102,257 18,102,257 8,023,196
Regulatory reserve 1,315,400 1,315,400 467915
. J
6% | DBN 22iciesisi
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Directors and their interests Directors’ interests in contracts Ownership i A
The directors do not have any interest required to be In accordance with Section 277 of the Companies The issued and fully paid-up share capital of the Bank Purpose Beneficiaries ET—
disclosed under Section 275 of the Companies and and Allied Matters Act, Cap C.20, Laws of the was 100,000,000 (2018: 100,000,000) ordinary shares =
Allied Matters Act, Cap C.20, Laws of the Federation of Federation of Nigeria, 2004, none of the directors of N1 each as at 31 December 2019.The Donation to CIBN 12th Annual Banking & Finance Conference Chartered Institute of Bankers of Nigeria 2,250,000
Nigeria, 2004 have notified the Bank of any declarable interests in shareholding structure as at the balance sheet date Donation for Financial Correspondent Association of Nigeria Forum Financial Correspondent Association of Nigeria 1,000,000
contracts with the Bank. were as shown below: Donation to ICSAN 2019 Annual Conference Institute of Chartered Secretary and Administrators 500,000
P v Donation to 2019 Youth Program in AGRAFAIR LBS Lagos Business School 1,000,000
31 Dec 19 31 Dec 18 Donation to breakfast session of LBS alumni association LBS Alumni Association 1,000,000
Donation to 18th NASME 2019 Summit and Exhibition National Association of Small and Medium Enterprises 2,000,000
Shareholders Number of Shareholding Number of Shareholding Donation for MSME Clinic National MSME Clinic 14,500,000
Shares Percentage Shares Percentage Donation to NESG 2019 25th Economic Summit Nigeria Economic Summit Group 2,500,000
'A';\_th"tusa"fd; | = T il T ol Donation to NACC December 2019 Breakfast Meeting Nigerian American Chamber of Commerce 500,000
I|n|s.ry ° ma.mce ncorporate : — 2 — 2 Donation for NBCC President Dinner Event Nigerian British Chamber of Commerce 500,000
Nigeria Sovereign Investment Authority (NSIA) 14,967,000 15% 14,967,000 15% - - — - —
African Development Bank (AfDB) 17975000 18% 17975000 18% Donation to NESA 2019 10th National & 6th Int'l Conference Nigerian Economic Students Association 500,000
European Investment Bank (EIB) 7,190,000 7% 7,190,000 7% Donation Okpekpe 2019 Race Okpekpe 2019 Race 5,000,000
Total 100,000,000 100% 100,000,000 100% Donation to Vanguard Credit lending and Financial inclusion conference Vanguard Credit Lending and Financial Inclusion 1,000,000
. J
Sponsorship of Verdant Zeal 2019 8th Innovation Series Verdant Zeal 2,500,000
The Federal Government of Nigeria is the Bank's major shareholder with the shares held in trust by the Ministry of Finance Incorporated Sponsorship of WISCAR Conference with UN Deputy Secretary General Wormnen in Successful Career 500,000
. . ) ) ) o Total 35,250,000
Events after the end of the reporting period Property and equipment Donations and charitable contributions
There were no events after the end of the reporting Information relating to changes in property and The Group identifies with the aspiration of the
period which could have a material effect on the equipment is given in Note 24 to the Financial country and the business environment in which it
financial statements of the Group which have not Statements. In the Directors' opinion, the market value  operates. To this end, the Bank made donations of
been recognized and/or disclosed in the financial of the Bank’s property and equipment is not less than N35.25 million (31 December 2018: N42 million) to
statements. the carrying value shown in the Financial Statements. various organizations during the period: (see note 16)
m N2 Development N7 Development
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Human resources

(i) Employment of disabled persons

The Group maintains a policy of giving fair
consideration to applications for employment
made by disabled persons with due regard to
their abilities and aptitudes. The Group's policies
prohibit discrimination against disabled persons
in the recruitment, training and career
development of employees. In the event of
members of staff becoming disabled, efforts will
be made to ensure that their employment with
the Group continues and appropriate training is
arranged to ensure that they fit into the Group’s
working environment.

a) Analysis of total employees

Operating Leadership & How we
Context Governance create value

(ii) Health, safety and welfare at work

The Group maintains business premises
designed with a view to guaranteeing the safety
and healthy living conditions of its employees
and customers alike. The Group operates both a
Group Personal Accident and Group Life
Insurance cover for the benefit of its employees.
It also operates a contributory pension plan in
line with the Pension Reform Act 2015 (as
amended).

(iii) Employee involvement and training
The Group ensures that employees are informed
on matters concerning them. Formal channels

Our approach Looking to
to sustainability the future

are also employed in communication with employees
with an appropriate two-way feedback mechanism.
In accordance with the Bank's policy of continuous
development, the Bank draws up annual training
programs. The programs include on the job training,
classroom sessions and web-based training programs
which are available to all staff.

(iv) Gender analysis of staff
The average number of employees of the Bank during
the year by gender and level is as follows:

7

GROUP
31 December 2019
Gender Gender
Number Percentage
Male Female Total Male Female
Employees 26 14 40 65% 35%
L 26 14 40 65% 35% J
b) Analysis of Board and senior management staff
( Gender Gender )
Number Percentage
Male Female Total Male Female
Board Members (Executive and Non-executive directors) 12 1 13 92% 8%
Senior Management 14 2 16 88% 12%
L 26 3 29 90% 10%
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a) Analysis of total employees
f BANK )
31 December 2019
Gender Gender
Number Percentage
Male Female Total Male Female
Employees 26 11 37 70% 30%
L 26 11 37 70% 30% )
b) Analysis of Board and senior management staff
( Gender Gender )
Number Percentage
Male Female Total Male Female
Board Members (Executive and Non-executive directors) 10 1 11 91% 9%
Senior Management 11 2 13 85% 15%
. 21 3 24 88% 12%

The alternate director; Yaw Adu Kuffour (Alternating for Henry Batchi Baldeh) has been included in the count for the Board members (Executive

and Non-executive directors) so disclosed

a) Analysis of total employees

7

BANK
31 December 2018
Gender Gender
Number Percentage
Male Female Total Male Female
Employees 18 7 25 72% 28%
[ 18 7 25 72% 28%
b) Analysis of Board and senior management staff
f Gender Gender )
Number Percentage
Male Female Total Male Female
Board Members (Executive and Non-executive directors) 8 1 9 89% 11%
Senior Management 11 2 13 85% 15%
L 19 3 22 86% 14% )
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Auditors

Messrs. KPMG Professional Services, having satisfied the relevant corporate governance rules on their
tenure in office, have indicated their willingness to continue in office as independent auditors to the Group
and Bank. In accordance with Section 357 (2) of the Companies and Allied Matters Act of Nigeria therefore,
the auditors will be re-appointed at the next annual general meeting of the Company without any
resolution being passed.

BY ORDER OF THE BOARD

Shofola Osho
FRC/2016/NBA/00000014944
Company Secretary

Plot 1386A Tigris Crescent,
Maitama, F.C.T

Abuja, Nigeria

26 February, 2020
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The Board

The primary role of the Board of Directors is to provide
effective leadership and direction for the bank,
advised by the need to protect and enhance long-
term shareholder value. The Board sets out the overall
strategy for the Bank and supervises management in
the attainment of that strategy.

In addition to its oversight role over the Bank's
business in general, the board keeps under review the
Bank's information security systems, performance
monitoring, the Bank's system for Compliance, Risk
Management and Governance and financial
reporting.

The Board undertakes a continuous assessment and
review of its activities, those of its Committees and
individual Directors, Management, and the Bank in
general, to ensure that these are best positioned to
deliver on the objectives of the bank.

The Board is comprised of nine (9) directors, five (5) of
whom are independent non-executive directors. Of
the four (4) other directors, there are three (3) non-
executive directors, who represent shareholders, and
the Managing Director / Chief Executive Officer, who
is currently, the only executive director.

The Board is headed by a Chairman, who is a non-
executive director. There is a separation in the roles of
the Chairman from that of the Chief Executive Officer,
who heads the management team. The
preponderance of independent non-executive
directors on the board is novel in our jurisdiction and
sets us apart from other players. The independent
non-executive directors bring to bear, their neutrality
and specialized/expert skills in ensuring quality
decisions at the board, through the infusion of sound

N | Development
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Operating Leadership & How we
Context Governance create value

judgement which serves to advance the interest of all
stakeholders and embeds sound corporate
governance practices at the Bank. The objective input
facilitated by the presence of independent non-
executive directors, also facilitates optimal
compliance with statutory rules and regulations.

In keeping with its undertaking with a key
Development Partner, the World Bank, the Board
approved that an Observer from the World Bank sits
at all meetings of the Board. The Observer does not
contribute to the Board's deliberations, and the
Observer is not remunerated by the Bank.

Shehu Yahaya

Chairman, Board of Directors

Shehu Yahaya was the Bank’s Interim Managing
Director at the set-up phase. He was subsequently
appointed as Chairman of the Board in March 2017,
pursuant to the receipt of regulatory approvals.

Yahaya has had an outstanding career in the
Academia and Development Finance. He was at
different times in his career, a Deputy General
Manager at the Nigeria Export-Import Bank (“NEXIM"),
an Executive Director at the African Development
Bank, and a member of the Monetary Policy
Committee of the Central Bank of Nigeria.

Before joining the Nigeria Export-Import Bank
("NEXIM"), he was a lecturer in Macroeconomics at the
Department of Economics, University of Sussex,
United Kingdom ("UK"). Before that, he was the Head
of the Economics Department at the Bayero
University Kano, Nigeria.

Yahaya was also Board member of the American
School, Abidjan, Cote D'lvoire, State Vice-Chairman,

Our approach Looking to Appendices
to sustainability the future

the Nigerian Economic Society and Sub-Dean, Faculty
of Social Management Sciences, Bayero University,
Kano.

He was appointed as a member of the Economic
Advisory Council in September 2019.

He holds a bachelor’s and Master’s degree in
Economics from the Ahmadu Bello University Zaria,
Nigeria, and a Doctorate of Philosophy in Industrial
Economics, from the University of Sussex, UK.

Anthony Okpanachi

Managing Director / Chief Executive Officer

Tony Okpanachi was appointed Managing
Director/Chief Executive Officer of the Bank in January
2017.

He is a seasoned banker with over 30 years'
experience. Before his appointment as Managing
Director/CEO of the Development Bank of Nigeria
("DBN"), he was the Deputy Managing Director of
Ecobank Nigeria Limited, a position he held since
April 2013. Before that, he was the Managing Director,
Ecobank Kenya and Cluster Managing Director for
East Africa (comprising Kenya, Uganda, Tanzania,
Burundi, Rwanda, South Sudan and Ethiopia). He was
also at various times Managing Director of Ecobank
Malawi and Regional Coordinator for Lagos and South
West, at Ecobank Nigeria.

Earlier in his professional career, he managed various
portfolios including Treasury Management, Retail
Business Development, Corporate Finance, Corporate
Services, Branch Management and Relationship
Management.

He is the Interim Chairman of the Board at DBN's
wholly owned subsidiary, Impact Credit Guaranty
Limited.
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He holds a Master’s in Business Administration (MBA)
from the Manchester Business School UK, a Master of
Science degree in Economics, from the University of
Lagos and a Bachelor of Science degree in Economics,
from the Ahmadu Bello University, Zaria, Nigeria. He
has attended several Executive Management
Development Programs in Leadership, Corporate
Governance, Credit and Risk-Management at leading
institutions.

Clare Omatseye

Independent Non-Executive Director

Clare Omatseye is the Founder and Managing Director
of the International Award-winning company, JNC
International Limited (JNCI"), and current President of
the Healthcare Federation of Nigeria ("HFN"), a non-
profit advocacy group that brings all stakeholders in
the Nigerian private health sector under one umbrella
to influence healthcare policy and practices in the
country.

JNCl is a leading Turnkey Medical Equipment
Solutions Company which exclusively represents 16
Global Medical Equipment Manufacturers; Toshiba
Medical Systems-Japan, Olympus- Japan, Elekta-
Sweden, Getinge-Sweden, Maquet-Germany,
Medtronic-USA, and ArjoHuntleigh, in the EU.

As the President of the West Africa Healthcare
Federation and pioneer President of the HFN, Clare
has been instrumental in the development of several
healthcare policies and public procurement reforms.
Her vast experience has influenced policies on Public-
Private Partnerships, as well as Incentives for Private
Sector Investments in the Nigerian Health sector.

She is a Member of the Pharmaceutical Society of

Nigeria, an Associate Member of the Pediatric
Association of Nigeria, a member of the Society of

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

Quality in Healthcare in Nigeria, and WISCAR (Women
in Successful Careers). She sits on the Board of several
reputable organizations. She is a Fellow of the Society
for Corporate Governance Nigeria, Director, LEAP
Africa, President, Lagos Business School Alumni
Association, Director, Aspire Coronation Trust,
Founder and Chairman, Vaccipharm Limited, a cold
chain Vaccines, Pharma and Medical consumables
distribution firm that she founded in 1999.

Clare is passionate about improving the quality and
contributions of the Healthcare industry. She
continues to offer her time to activities that promote
the improvement of Healthcare Standards as well as
Universal Health Coverage in Nigeria and the need to
adopt Global Best Practices and build Sustainable
Partnerships.

Bello Maccido

Independent Non-Executive Director

Bello Maccido is an accomplished Corporate and
Investment banker with well over 31 years of
experience. His experience spans retail, corporate and
investment banking at various institutions, including
Ecobank Nigeria Plc, New Africa Merchant Bank
Limited and FSB International Bank Plc, where he rose
to become Acting Managing Director/Chief Executive.

He also, at different times served on the Boards of First
Bank of Nigeria Plc and Legacy Pension Managers
Limited. He was the Group Chief Executive of FBN
Holdings Plc, sequel to the adoption of a Holding
Company structure by the First Bank of Nigeria Group.
He is currently Chairman of the Board, at FBN
Merchant Bank Limited.

Bello Maccido is a Fellow of both the Chartered
Institute of Stockbrokers and the Chartered Institute

of Bankers of Nigeria.

Bello Maccido holds the traditional title "Wakilin
Sokoto!

He holds a Bachelor of Laws degree (LL.B) and a
Master’s degree in Business Administration (MBA)
from the Ahmadu Bello University, Zaria, Kaduna,
Nigeria, and Wayne State University, Detroit, Michigan,
USA respectively. He is an Alumnus of the Executive
Business Programs of the Harvard Business School
and the IMD, Lausanne, Switzerland.

Andrew Alli

Independent Non-Executive Director

Andrew Alli was the President and Chief Executive
Officer of the Africa Finance Corporation. He was also
Deputy Chief Executive Officer of Travant Capital.

He was an Investment Officer at the International
Finance Corporation (“IFC"), the private sector
financing arm of the World Bank Group, in
Washington. In 2002, he was appointed as the IFC’s
Country Manager for Nigeria, responsible for
managing its country operations. In 2006, Mr. Alli was
appointed Country Manager for Southern Africa and
had oversight of IFC's business in South Africa and
seven other countries.

He was at different times, a Non-Executive Director of
ARM Cement Limited and Guaranty Trust Bank Plc.

He is a Non-executive Director at MTN Nigeria
Communications and the CDC Group.
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Andrew Alli holds a Bachelor’s degree in Electrical
Engineering from Kings College, University of London,
an MBA from INSEAD, France and qualified as a
Chartered Accountant with Coopers & Lybrand
(PricewaterhouseCoopers) in the UK

Phillips Oduoza

Independent Non-Executive Director

Phillips Oduoza, FICB was the Group Managing
Director and Chief Executive Officer (“GMD/CEQ") of
United Bank for Africa Plc ("UBA") from August 1, 2010,
until July 31, 2016.

He has over 25 years of banking experience and has
worked with several commercial banks in the course
of his career. Before his appointment as GMD/CEO of
UBA, Mr. Oduoza served as Deputy Managing Director
UBA Plc and before that as Deputy MD, UBA Nigeria
(South) and Executive Director, Retail Financial
Services.

He also served as Chairman and Director of ValuCard
Nigeria Plc, Director, UBA Capital Plc and InterSwitch
Limited.

Oduoza is an Alumnus of the Harvard Business School
Advanced Management Program and an honorary
senior member of the Chartered Institute of Bankers
of Nigeria. He holds a Masters in Business
Administration (Finance) and a Bachelor of Science
degree in Civil Engineering (First Class), from the
University of Lagos, Nigeria.

Oladimeji Alo

Independent Non-Executive Director

Oladimeji Alo served as the Managing Director /Chief
Executive Officer of the Financial Institutions Training
Centre (FITC") and contributed immensely to a series

N | Development
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of reforms in the Nigerian banking sector.

While in the services of the international firms of Price
Waterhouse and later, Coopers & Lybrand, Dr. Alo
provided consulting assistance to several leading
organizations in Nigeria. He also served at different
times as the President of the West African Bankers’
Association and the Chartered Institute of Personnel
Management of Nigeria. He was also the Chairman of
the Board at Berger Paints Plc.

Alo is a scholar, management consultant and a
corporate governance expert. He holds a Bachelor of
Science degree in Sociology, a Master of Science
degree in Industrial Sociology and a Doctor of
Philosophy in Industrial Sociology from the University
of Ife, lle-Ife, Nigeria.

Uche Orji

Non-Executive Director

Orji is the Managing Director/Chief Executive Officer
of the Nigeria Sovereign Investment Authority (“NSIA”)
and brings a wealth of global experience in the
financial services sector to his board position.

He joined the NSIA as Chief Executive Officer in
October 2012, from Switzerland’s largest bank, UBS
Securities, where he was Managing Director in the
New York branch of its Equities Division. Before his
UBS experience, Mr. Orji spent six years at JP Morgan
in London, 2001-2006, rising from the position of Vice
President to Managing Director at the Equities
Division.

Prior to JP Morgan, he worked for Goldman Sachs
Asset Management, London, 1998-2001, as an
Analyst/Portfolio Manager. Mr. Orji also worked at
different times during his career at Diamond Bank Plc,,
and Arthur Andersen, respectively.

Orji studied Chemical Engineering at the University of
Port Harcourt, Nigeria, and holds a Master's in
Business Administration from the Harvard Business
School, USA.

Henry Batchi Baldeh

Non-Executive Director

Mr. Batchi Baldeh is an investment banker,
infrastructure developer and utility management
specialist, with over 33 years of professional
experience across the power value chain and
financing capital structure. Mr. Baldeh is currently the
Director — Power Systems Development, at the
African Development Bank (AfDB), which he joined in
May, 2017. He is also responsible for the management
of the AfDB's private sector energy loan portfolio.

Prior to joining AfDB, Mr. Baldeh was the Director —
Power Business, Investments Division, at the Africa
Finance Corporation. He has also been a consultant to
the World Bank, European Union / BizClim and
Government of Lesotho; and was the pioneer
Managing Director of Gambia's National Water and
Electricity Company, from 1995 — 1999.

He is currently a Non-executive Director of the Africa
Finance Corporation; and served as the Chairman of
the Board of Directors of Cabeolica S.A. and
Cenpower Operations and Services Limited. He was
an Alternate Director and Technical Committee
member of the Benin Electricity Distribution
Company.

Mr. Baldeh holds an MBA from Boston University
(USA) and BSc- Honours in Electrical & Electronic
Engineering from Newcastle-upon-Tyne University
(UK). He is a member of the Institute of Engineering &
Technology (UK) and a Fellow of the Institute of
Directors, Southern Africa.
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Yaw Adu Kuffour

Alternate Director

Yaw Adu Kuffour is the Head of Trade Finance at the
African Development Bank. He started his career as a
Corporate Banking Supervisor at Trust Bank, Ghana
then later as an Investment Manager and Group
Corporate Finance Manager, at Ashanti Goldfields
Company.

In 2005, he joined the African Development Bank as a
Senior Financial Analyst and three years later, rose to
become a Principal Investment Officer with oversight
for credit delivery, investment activities, project
identification, planning, execution, fact-finding and
appraisal missions with financial support to banks and
other financial institutions. He has had a stellar career
in development finance at the African Development
Bank.

He holds a Master’s degree in Business Administration
(Finance Major) from McGill University, Canada and a
Bachelor of Arts degree in Political Science from the
University of Ghana, Legon.

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

Governing Principles

The Board of Directors is committed to the adoption
and observance of best-in-class corporate
governance practices. The Board acknowledges that
corporate governance is an intrinsic element of
business success, and as such, continually evaluates
and upscales its practices to ensure that these are
capable of enshrining in the Bank, procedures and
structures required to build a virile corporate culture
which ensures that the Bank’s business not only
remains profitable, but is also sustainable, and
remains an example for Development Finance
Institutions.

The Board has four (4) committees through which its
oversight of the Bank, and its affairs is exercised. These
committees are the Board Audit and Compliance
Committee, the Board Credit and Risk Committee, the
Board Finance Committee and the Board Nomination
and Governance Committee. All committees have
charters which are approved by the Board of
Directors. The committee charters detail the terms of
reference, membership and authorization of each
committee. In addition, all board committees are
chaired by independent non-executive directors.
Below is our Governance structure:

Our approach
to sustainability

Looking to Appendices
the future

SHAREHOLDERS

SHAREHOLDERS
BOARD
SAC
BACC
BNGC
BCRC
BF
MANCO
ITSC
ALCO
MCRC

. The Board of Directors

. Statutory Audit Committee

. Board Audit and Compliance Committee

. Board Nomination and Governance Committee
: Board Credit and Risk Committee

. Board Finance Committee

: Management Committee

. Information Technology Steering Committee

. Asset and Liability Committee

. Management Credit and Risk Committee
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The Board provides overall strategic and
entrepreneurial direction for the Bank. The charter of
the Board of Directors, those of respective
committees, and the Bank’s Delegation of Authority
policy, detail the authority matrix at the Bank, and
encompasses the framework of delegation from the
Board to its committees, and from the Board to
Management. By the principle of delegation, the
Bank’s Management is responsible for the day to day
running of the Bank’s business. Pursuant to this,
Management has four (4) committees (Management
Committee; Management Credit & Risk Committee,
Assets & Liability Management Committee and the
Information Technology Steering Committee) aligned
to its responsibilities and reporting lines to the Board
of Directors, through which it manages the Bank’s
operations.

In addition to the existence of the Board and
committees charters, the Board enriches the Bank’s
governance practices by ensuring adherence to the
Code of Corporate Governance for Development
Finance Institutions issued by the Central Bank of
Nigeria (CBN), and that issued by the Securities and
Exchange Commission (SEC). The Bank also fully
subscribes to the leading practices prescribed by the
Financial Reporting Council of Nigeria (FRCN).

With the support of the Development Partners, the
World Bank, the African Development Bank, the KFW
Development Bank, the Agence Francaise de
Développement, the Board continually strives for
excellence in governance, and deliberately seeks out,
and adopts tested practices that guarantee the
sanctity of the Bank’s business model and continues
to differentiate it as a clear leader in corporate
governance in the DFl space.

N | Development
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Procedure for Board Appointments

Further to Article 9.5 of the Bank's Articles of
Association, the first directors of the Bank were
appointed by shareholders based on agreed criteria
and set minimum criteria. The procedure for
appointing the first independent directors is provided
in the Bank'’s Articles of Association and involved the
establishment by shareholders, of an Initial
Nominations Committee comprising of five (5)
experts and professionals.

The Initial Nominations Committee was supported

by an independent executive search firm which
screened potential directorship nominees against
criteria which was agreed upon by shareholders, prior
to the commencement of the executive search.

A recommended shortlist of candidates was
presented to the shareholders by Initial Nominations
Committee, from where a final decision was taken.
The selected candidates were then presented to the
CBN for approval, and thereafter the Initial
Nominations Committee was dissolved.

Subsequent to the inauguration of the Board, Board
appointments will be undertaken by the Board
through a process which is supervised by the Board
Nominations and Governance Committee.

Shareholders are by the provisions of the Bank’s
Articles of Association, permitted to nominate their
representatives to the Board. Such nominees would
however have to be approved by the Board of
Directors, and the Central Bank of Nigeria. All
shareholders except the European Investment Bank
have exercised this right.

In the course of the year, the Bank received regulatory
approvals for the appointments of Mr. Henry Batchi
Baldeh and Mr. Yaw Adu Kuffour, as non-executive

Our approach Looking to Appendices
to sustainability the future

director and alternate director respectively,
representing the African Development Bank (“AfDB").
The AfDB had exercised its discretion under Article
9.6.1 of the Bank’s Articles of Association, by
nominating Mr. Henry Batchi Baldeh for appointment
as a director, in place of its former representative on
the Board, Mr. Mohamed Kalif. Mr. Mohamed Kalif was
re-assigned to other duties at the AfDB and had to
resign from the DBN Board. In accordance with Article
10.4.1 of the Bank’s Articles of Association, Mr. Yaw
Adu Kuffour, Alternate director, would be presented
to the shareholders, for approval.

The Board will at all times ensure that the process for
appointment of directors is rigorous and extensive,
and tailored to ensure that the Bank appoints only
people with integrity, the right skills, expertise and
exposure to function effectively as directors of the
Bank.

Board Meetings

The Board meets quarterly, with additional meetings
being scheduled, and held as required for the
effective steering of the Bank'’s business. Prior to the
start of every financial year, the Board approves a
schedule of board activity dates for the relevant year.
The schedule contains the dates for both board and
board committees’ meetings, a date for the Annual
General Meeting, and also the annual Board /
Management Retreat.

Notices of all board meetings are provided to
directors in advance, and meetings agendas are pre-
approved by the Chairman.

The Managing Director/ Chief Executive provides a
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quarterly report to the Board on the activities of
Management. These typically cover business
performance, financial performance, corporate
governance and outlook; while functional heads such
as the Chief Operating Officer, Chief Risk Officer, Chief
Financial Officer, and the Head, Internal Audit, also
make presentations to the Board, through relevant
board committees.

Directors participate actively in decision making, and
the preponderance of independent directors on the
Board ensure that independent judgment is brought
to bear on board decisions.

The decisions of the board are arrived at by a
consensus, and the Board ensures that its
deliberations are appropriately minuted by the
Company Secretary. In the event that a decision is to
be taken by a vote, and as a precautionary measure to
resolve any deadlock in votes, the Board incorporated
a chairman’s casting vote clause into the board
charter.

In the period under review the Board met five (5)
times, and the attendance record of each of the
directors at Board meetings, and Board committee
meetings held during FY 2019 are as provided below:
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Board Meeting Dates

Total 25-Feb-19 | 25-Apr-19 | 30Jul-19  p2-Oct-19 9-Dec-19
Attendancd
Non-Executive Directors
Shehu Yahaya* 5/5 * * * ¥ *
Uche Orji 5/5 * * * * *
Henry Batchi Baldeh** 3/5 N/A N/A * i *
Mohamed Kalif*** 1/5 * = N/A N/A N/A
Independent Non-Executive Directors
Clare Omatseye 5/5 * * * * *
Andrew Alli 5/5 * i * * *
Oladimeji Alo 5/5 * * * * *
Phillips Oduoza 5/5 * - * * *
Bello Maccido 5/5 * * * * *
Managing Director/CEO
L Anthony Okpanachi 5/5 * - * * * J

* In compliance with section 2.6.3 of the CBN Code of Corporate Governance for Development Finance Institutions,
Shehu Yahaya, Chairman, Board of Directors is not a member of, nor does he participate at meetings of the Board
committees.

** Henry Batchi Baldeh's appointment was approved by the CBN on May 8, 2019.

*** Mohamed Kalif resigned from the Board on May 8, 2019, when the CBN approved the appointment of Henry Batchi
Baldeh as a director in his place, representing the African Development Bank.
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Board Committees

In terms of structure, composition and responsibilities,
all four (4) board committees (Board Audit and
Compliance Committee, Board Credit and Risk
Committee, Board Finance Committee and the Board
Nomination and Governance Committee) are
compliant with the requirements of the CBN Code of
Corporate Governance for Development Finance
Institutions (“the Code”).

All committees have charters which have been
approved by the Board and submitted to the CBN, for
approval. In compliance with both regulatory and
best practice requirements, the Board Audit and
Compliance Committee and the Board Nomination
and Governance Committee are composed of only
independent non-executive directors.

All Board committees meet quarterly ahead of board
meetings. In order to ensure that all directors are able
to contribute effectively to discussions at board
meetings, directors have access to all committee
papers hosted on the Bank’s Board portal, irrespective
of committee membership.

At the end of each committee meeting, a report of
deliberations and decisions, which include
recommendations on items presented by
Management is drawn up by each committee
chairman, and presented to the Board, at the next
meeting.

In October 2019, the Board of Directors reconstituted
the membership of all board committees. Below are
the board committees, their composition and details
of their authorization:
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Board Nomination and Governance Committee

,
[]

Oladimeji Alo - Independent Non-Dxecutive Director - Chairman

Membership

Clare Omatseye, Independent Non-Executive Director

Bello Maccido, Independent Non-Executive Director

Key Responsibilities

To review the Nomination and Governance Committee Charter and recommend same for Board approval.

To make recommendations to the Board for appointment of Senior Management Staff subject to processes set out for
such appointments.

To evaluate the bank’s Human resources needs and recommend to the Board, plans and actions to maintain an optimal
staff profile in the bank.

To review and advise the Board on Succession planning for the Board, Board Committees and Senior Management Staff.

Periodically access and advise the Board on the extent to which the required skills are represented on the Board.

To review and recommend to the Board for Approval, Policies and Manuals on Human Resources, Conditions of Service,
Compensation packages for the Staff and the Managing Director.

To review and advise the Board of Directors allowances and other entitlements to enable the Board to recommend as
appropriate to the General Meeting for approval.

The attendance of members at meetings of the Committee in the year are as shown below:

7

Meeting Dates

Total
Attendance| 13-Feb-19 | 22-Feb-19 | 12-Apr-19| 22-Jul-19| 16-Oct-19 | 5-Dec-19

Oladimeji Alo 6/6 * * * * * *
Clare Omatseye 6/6 K * * * * *
L Mallam Bello Maccido 6/6 * * * * * * y
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Board Audit and Compliance Committee
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,

Membership = Andrew Ali - Independent Non-Executive Director - Chairman

= Oladimeji Alo - Independent Non-Executive Director

= (lare Omatseye - Independent Non-Executive Director®

= Phillips Oduoza - Independent Non-Executive Director**

Key Responsibilities

= Review significant accounting and reporting issues, including complex or unusual transactions and highly judgmental
areas, and recent professional and regulatory pronouncements, and understand their impact on the financial statementg

= Review with management and the external auditors the results of the audit, including any difficulties encountered.

committee members, and reflect appropriate accounting principles.

= Review the annual financial statements, and consider whether they are complete, consistent with information known to| *  hacame a member of the committee on

October 22,2019

= Review the effectiveness of the system for monitoring compliance with laws and regulations and the results of
management's investigation and follow-up (including disciplinary action) of any instances of noncompliance.

**  ceased to be a member of the
committee on October 22,2019

= Review the findings of any examinations by regulatory agencies, and any auditor observations.

The attendance of members at meetings of the Commiittee in the year are as shown below:

r

Meeting Dates

Total
Attendance| 13-Feb-19| 11-Apr-19 | 22-Jul-19 | 17-Oct-19
Andrew Alli 4/4 * * * %
Oladimeji Alo 4/4 * * * *
Clare Omatseye N/A Not yet a member
L Bello Maccido 4/4 * | x | * A )
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Board Credit and Risk Committee

Our approach Looking to
to sustainability the future

Membership = Bello Maccido - Independent Non-Executive director — Chairman*

® Phillips Oduoza, Independent Non-Executive Director

® Henry Batchi Baldeh, Independent Non-Executive Director*

1 Anthony Okpanachi, Managing Director/CEO*

1 Clare Omatseye, Independent Non-Executive Director**

1 Uche Orji, Non-Executive Director**

® Mohamed Kalif, Non-Executive Director***

*  became a member of the committee
on October 22,2019

Key Responsibilities

** ceased to be a member of the

= Ensure there is an efficient risk management framework for the identification, quantification and management of
business risks facing the Bank;

committee on October 22,2019

= Evaluate the Bank's risk profile and the action plans in place to manage the risk;

*** resigned from the Board on

= Review the lending policy, including the master lending agreement and the pricing model of the bank and
recommend same for Board approval

May 8, 2019

The attendance of members at meetings of the Committee in the year are as shown below:
( )

Meeting Dates

Total
Attendance | 14-Feb-19| 15-Apr-19 [ 23-Jul-19 | 16-Oct-19

Bello Maccido N/A Nat yet a member

Henry Batchi Baldeh N/A Not yet a member

Anthony Okpanachi N/A Not yet a member

Clare Omatseye 4/4 % * x *

Uche Orji 4/4 * * % *
Phillips Oduoza 4/4 * * * *
Mohamed Kalif 1/4 * Not yet a member )
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Phillips Oduoza - Independent Non-Executive Director - Chairman

Membership Andrew Alli, Independent Non-Executive Director

Uche Orji, Non-Executive Director*

Henry Batchi Baldeh*

Anthony Okpanachi*

Bello Maccido — Independent Non-Executive Director**

Key Responsibilities

To review and make recommendations to the Board on the Bank's financial strategy, financial forecasts, operating
budgets, financial performance, capital expenditures and expense management programs relating to the Bank’s strategic plan; | *  became a member of the committee on

philosophy and strategy; share redemption and purchase activities; and div

To review and make recommendations to the Board on the Bank’s capital structure and corporate finance strategy
including capital adequacy and capital planning process, stress-testing and related activities, capital raising and capital
distributions, the issuance of equity and debt securities; financing plans generally; debt ratings; share repurchase

idend policy;

October 22,2019

To review and recommend to the Board on matters pertaining to treasury operations, investment strategies, banking and
cash management arrangements; and financial risk management (interest rate, foreign exchange, sensitivities etc.)

The attendance of members at meetings of the Commiittee in the year are as shown below:

r

Meeting Dates

Total

Attendance | 13-Feb-19 | 11-Apr=19 | 22-Jul-19 | 17-Oct-19 | 2-Dec-19

Phillips Oduoza 5/5 * * * * *
Andrew Alli 1/5 * * * * *
Uche Orji 1/5 Not yet a member *
Henry Batchi Baldeh 1/5 Not yet a member @
Anthony Okpanachi 1/5 Not yet a member &
Bello Maccido 4/5 % | * | * * *

ANNUAL INTEGRATED & STATUTORY REPORT 2019

My

71N

** ceased to be a member of the
committee on October 22,2019

|DBN

Appendices

Development
Bank of Nigeria

Acronyms & Overview A New Dawn for 2019 -DBN
Abbreviations MSMEs in Nigeria. @ a Glance

CORPORATE GOVERNANCE REPORT

For the year ended 31 December 2019

Directors Remuneration

Board and Executive remuneration is aligned with the
long-term interests of the Bank and shareholders.
Non-executive directors' remuneration is limited to
Directors'fees, sitting allowances for Board and Board
Committee meetings and reimbursable travel and
hotel expenses.

The Board Nomination and Governance Committee
considers the levels of Board and Executive
compensation and advises the Board on all matters
relating to compensation in the Bank.

The Managing Director/Chief Executive Officer’s
compensation is linked to performance and is
specifically designed to prevent excessive risk taking.
Being an executive director, the Managing Director/
Chief Executive does not receive sitting allowances.

Details of directors' remuneration is as set out in Note
14 of the 2019 audited financial statements.
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Directors Training and Continuous Development
Orientation is provided to newly appointed directors
upon appointment. A new director shall receive an
induction pack containing information about the
Bank and its business and operations.

A new director shall also receive information relating
to his duties and responsibilities, details of
emoluments and general information that would
ensure that the Director is able to fulfil the
responsibilities of his office.

In order to ensure that directors remain conversant
with recent trends and development, the Bank
ensures that directors attend routine trainings tailored
in line with the needs of the Bank, and respective
directors.

Below are the trainings attended by Directors in the
year:
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Rotation of Directors Board Evaluation

S/N Director Local Training Selection Facilitator Date

Company Direction Course Institute of Directors (“loD”) June 18-19,2019 In compliance with section 259 of the Companies In adherence to the SEC Code an

and Allied Matters Act (CAMA) and Article 10.3.3 of of Corporate Governance for Deve

the Bank's Articles of Association which require that  Institutions, and Article 16 of the Bank’s Articles of
directors of Bank retire by rotation, three directors Associ , the Boﬁ'i’t‘:iS of Directors ensures that
would be retiring at the Annual General Meeting, there i‘nnual evaluation of the Board which is

and being eligible, would be seeking re-election. undertaken by an independent consultant.

CBN-FITC Continuous Education Programme for Directors of Banks and Other Financial Institution Financial Institutions Training Centre September

! e -Digital Transformation: Repositioning Financial Institutions- Perspectives and Imperatives for the Board | ("FITC") 24— 25 2019

November 20 - 23,

Making Corporate Boards More Effective Harvard Business School 5019

Audit Committee Seminar DCSL Corporate Services Limited June 27- 28,2019

Sandwell Engineering Limited July 30,2019 Based on the above, the directors to retire by The scope of th uation covers the

Novaihe 20 =75, rotation are Shehu Yahaya, Chairman/Non- requirements of bo CBN Code of Corpora’

2019 executive director, Oladimeji Alo, Independent non-  Governance for Develo t Finance Institutions;
executive director and Andrew Alli, Independent the SEC Code of Corporate epd

non-executive director. provisions of the Companies a

2 | Oladimeji Alo Cybersecurity Risks Management Seminar

Making Corporate Boards More Effective Harvard Business School

Cybersecurity Risks Management Seminar Sandwell Engineering Limited July 30,2019

3 Bello Maccido

Making Corporate Boards More Effective

Harvard Business School

November 20 — 23,
2019

The biographical details of the concerned directors

In addition to theﬂementioned, the evaluation
also specifically asS®@8ses the performance of the

Blue Ocean Strategy INSEAD May 26 - 30,2019 are provided in the notes to the Resolutions to be Bank’s independent n
4 | Andrew Alli Cybersecurity Risks Management Seminar Sandwell Engineering Limited July 30,2019 Eﬂresented to shareholders at the Annual General required by section (f) o
eeting.
CBN-FITC Continuous Education Programme er Directors of Banks and Other Financial Institution Financial Institutions Training Centre (FITC) September 24 - 25,
— Digital Transformation: Repositioning Financial Institutions- Perspectives and Imperatives for the Board. 2019
Cybersecurity Risks Management Seminar. Sandwell Engineering Limited July 30,2019
5 Clare Omatseye Best Practice in Financial Oversight and Reporting. loD August 6, 2019
Blue Ocean Strategy INSEAD October 21 - 25,2019 of Corporate Governance, is to be subyitted to the
CBN.
Cybersecurity Risks Management Seminar July 30,2019

6 | Phillips Oduoza Board Effectiveness DCSL Corporate Services Limited August 29, 2019

Making Corporate Boards More Effective Harvard Business School November 20 — 23, 2019

7 Uche Orji Company Direction Course loD August 14— 15,2019

8 | BatchiBaldeh Cybersecurity Risks Management Seminar Sandwell Engineering Limited July 30,2019
Cybersecurity Risks Management Seminar Sandwell Engineering Limited July 30,2019

9 gﬂg:l?'\?::hi Enthroning Good Corporate Governance — A Code of Best Practice DCSL Corporate Services Limited September 19, 2019

Making Corporate Boards More Effective Harvard Business School l;lg;/gember 20-23,

\ J
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09 March 2020

Development Bank of Nigeria Plc.
The Clan Place

Plot 1368A, Tigris Crescent
Maitama

Abuja, Nigeria

Report to the Directors of the Development Bank of Nigeria Plc. On the outcome of the 2019 Board Performance
Assessment

PricewaterhouseCoopers (“PwC"”) was engaged to carry out an evaluation of the Board of Directors of the
Development Bank of Nigeria Plc. (“DBN” or “the Bank”) as required by Section 2.9.1 of the Central Bank of Nigeria
(CBN) Code of Corporate Governance for Development Finance Institutions in Nigeria (“the CBN Code”) and Section
15.1 of the Securities and Exchange Commission (SEC) Code of Corporate Governance for Public Companies in
Nigeria (“the SEC Code”). The evaluation covered the Board's structure, composition, responsibilities, processes,
relationships and performance of the Board Committees for the year ended 31 December 2019.

The Board is responsible for the preparation and presentation of the information relevant to its performance. Our
responsibility was to reach a conclusion on the Board's performance based on work carried out within the scope of
our engagement as contained in our Letter of Engagement dated 8 January 2020. In carrying out the evaluation we
relied on representations made by members of the Board and Management and on the documents provided for our
review.

The Board has complied significantly with the provisions of both codes. Areas of compliance include: attaining a
100% attendance rating for all meetings held during the year, provision of strategic guidance and effective oversight
of the management of the Bank, oversight of the Bank's risk exposures and compliance with the regulatory
requirements and the approval of the FY 2019 Board Committee Plans. Furthermore, the Board approved a
stakeholder Engagement Plan, which highlights the strategy for engaging with the Bank's key stakeholders.

Areas for Improvement and other findings were also highlighted in the course of our review. Details of these are
contained in the full report to the Board.

We facilitated a Self and Peer Assessment of each Director's performance in the year under review. This assessment
covered the Director's time commitment to the business of the Bank, commitment to continuous learning and
development and a self-and-peer assessment. Each Individual Director's Assessment report was prepared and will
be made available to them respectively, while a consolidated report of the performance of all Directors will be
submitted of the Board Chairman.

Yours faithfully
For: PricewaterhouseCoopers Chartered Accountants

Femi Osinubi
FRC/2017/ICAN/00000016659

PricewaterhouseCoopers Chartered Accountants
Landmark Towers, 5B Water Corporation Road, Victoria Island, Lagos, Nigeria
T: +234 1 271 1700, www.pwc.com/ng TIN: 01556757-0001

Partners: S Abu, O Adekoya, O Adeola, T Adeleke, W Ajayi, UN Akpata, O , C Azobu, E Erhie, K Erikume, U Muogilim, P Obianwa, T Ogundipe,
C Ojechi, O Oladipo, P Omontuemhen, O Osinubi, T Oyedele, AB Rahji, O Ubah
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Management Team

Anthony Okpanachi
Managing Director / Chief Executive Officer

Tony Okpanachi was appointed Managing
Director/CEO of Development Bank of Nigeria Plc
(DBN) in January 2017.

He is a seasoned banker with over 30 years'
experience. Before his appointment as Managing
Director/CEO of DBN, he was the Deputy Managing
Director of Ecobank Nigeria Limited since April 2013.
Prior to that, he was the Managing Director, Ecobank
Kenya and Cluster Managing Director for East Africa
(comprising Kenya, Uganda, Tanzania, Burundi,
Rwanda, South Sudan and Ethiopia). He was also at
various times Managing Director of Ecobank Malawi
and Regional Coordinator for Lagos and South West
of Ecobank Nigeria.

Earlier in his professional career, he managed various
portfolios including Treasury Management, Retail
Business Development, Corporate Finance, Corporate
Services, Branch Management and Relationship
Management.

He holds a Master degree in Business Administration
(MBA) from Manchester Business School UK, a Master
of Science degree in Economics from University of
Lagos and a Bachelor of Science degree in Economics
from Ahmadu Bello University, Zaria, Nigeria. He has
attended several Executive Management
Development Programmes on Leadership, Corporate
Governance, Credit and Risk-Management in leading
institutions.
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ljeoma Ozulumba
Chief Financial Officer

ljeoma Ozulumba, is a finance professional with over
25 years'experience in banking, accounting, auditing,
finance and business strategy.

She started her professional career at Price
Waterhouse (Now PwC) in 1990, in the audit and
business advisory services division where she
performed audit and consulting work for different
companies across all industries, particularly financial
services.

She worked at various times at Diamond Bank,
Continental Trust Bank Ltd (Now part of UBA Plc) and
MBC International Bank Ltd. (Now part of First Bank),
both as Financial Controller, FinBank Plc as Chief
Financial Officer, Bank of Montreal and Scotia Bank
both in Canada as Basel Risk Consultant and Finance
Manager. Prior to joining DBN, she managed
corporate budgeting and management reporting for
Seplat Petroleum Development Company plc, the
largest independent E&P company in Nigeria.

She is a graduate of the University of Benin, Nigeria, a
fellow of the Institute of Chartered Accountant of
Nigeria, a Certified Professional Accountant of Canada,
a Project Management Professional, an alumnus of the
Lagos Business School and holds an MBA in
International Business from Royal Holloway, University
of London.
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Bonaventure Okhaimo
Chief Operating Officer

Bonaventure Okhaimo has over 25 years banking
experience spread across Diamond Bank, Stanbic
IBTC, Standard Chartered Bank, FCMB PlIc, Unity Bank
Plc and has served as a Non-Executive Director with
Unity Kapital Assurance (Now Veritas Assurance) PLC.

His vast industry experience includes, branch
operations, branch management, leadership roles in
Retail/SME Banking, Institutional Banking, Information

Technology and Strategic Operations Service Delivery.

Bonaventure's extensive training over the years along
with industry experience is a testament of his
strategic, analytical and financial management
competences along with negotiation and business
development skills.

He has attended various credit and banking
attachment programs with Standard Bank Limited,
Johannesburg, South Africa and Standard Chartered
Bank, Zimbabwe and Kenya. He has attended various
managerial training, including the Executive
Management training Program of the Queens
Business School, Canada.

Bonaventure holds an LLB from the University of
Benin and a BL from the Nigeria Law School, Lagos.
He further obtained a PGD in Business Administration
and later an MBA in Financial Management from the
Rivers State University of Science & Technology, Port
Harcourt and the Federal University of Technology,
Owerri, respectively. He is also an Honorary Member
of the Chartered Institute of Bankers of Nigeria, the
Nigeria Institute of Management and a Fellow of the
Institute of Credit Administration, Nigeria.

Olu Adegbola
Chief Risk Officer

Olu Adegbola started his banking career with United
Bank for Africa Plc. He has over 20 years banking
experience, with over 10 years in senior management
level across control and risk management functions.

He was the pioneer Head, Group Risk Management
and Compliance at FBN Holdings Plc (Parent
Company of First Bank Group), and instrumental in
setting up the Internal Audit function of FBN Holdings
Plc. with oversight responsibility across the Group.

He was the Pioneer Head, liquidity and Market Risk
Management, and with oversight responsibility across
the following departments; Compliance, Operational
Risk, Information Security and Credit Strategy at
Sterling Bank Plc. He was the Financial Controller, NBM
Bank Ltd., one of the legacy banks of the current
Sterling Bank Plc.

He is exposed to several local and international
trainings. He holds a Master of Science degree in
Finance, and Postgraduate Diploma in Economics,
both from University of Lagos; an MBA from Obafemi
Awolowo University, and Bachelor of Science degree
in Accounting from University of llorin. He is a Fellow
of the Institute of Chartered Accountant of Nigeria, an
Associate of the Chartered Institute of Bankers of
Nigeria, and Senior Associate of Risk Managers
Association of Nigeria (RIMAN).
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Idris Salihu
Head, Corporate Services

Idris Salihu is the Head of Corporate Services. He is a
seasoned banker and a marketing communication
expert with over 24 years working experience in the
Banking Sector. His experience spans Banking
Operations, Marketing, Relationships Management,
Public Sector banking, Corporate Services, Brand
Management and Communications.

Prior to joining DBN, he was the Regional Manager in
charge of Business Development for Jaiz Bank PIc,
North Central Region. He also served at the national
level on Secondment from Fidelity Bank Plc on a
National Assignment to the Presidency where he
worked with the National Planning Commission and
Served as Secretary, Media & Publicity for the Nigerian
Vision 20: 2020 Business Support Group (BSG) - the
arm responsible for coordinating the private sector
participation in the NV20:2020 Project. He also served
under the SME Thematic area — the team responsible
for crafting the strategic vision for Small and Medium
Scale Enterprises.

Idris started his banking career in 1994 with the
United Bank for Africa and later in 1998, moved to FSB
International Bank PLC. When FSB International Bank
Plc merged with Fidelity Bank in 2006, he became the
Head, Advertising with the Marketing
Communications Group and subsequently moved to
serve as Business Head, Public Sector Banking Group,
Abuja.

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

Idris has attended several trainings among which
include; Essential Management Skills for Emerging
Leaders (EMSEL), Harvard - Division of Continuing
Education, Leadership for High Performance — Del
Packer/Brian Tracy Group, Finance for Non-Finance
Managers & Managing Corporate Affairs Functions —
both with Lagos Business School, Strategic
Communications & Crisis Management- Hundfold -
South Africa, Islamic Banking and Finance - Fleming
Gulf- Malaysia.

He is a member of several associations, including
Fellow, Institute of Credit Administration (ICA),
Associate, Chartered Institute of Bankers of Nigeria
(CIBN). Associate Member, Advertising Practitioners of
Nigeria (APCON); Associate Member, Nigerian
Institute of Management (NIM) and Associate
Member, Nigerian Institute of Public Relations (NIPR).

Joshua Ohioma
Head, Internal Audit

Joshua Ohioma is the Head, Internal Audit of
Development Bank of Nigeria PLC. A professional with
over 25 years'combined experience in banking,
auditing and consulting. He started his professional
career in audit practice in 1991. He thereafter joined
the banking industry with Diamond Bank in 1996
performing roles in Internal Control, Credit &
Marketing and also coordinating branch business and
profitability as Branch Manager.

He later practiced Tax Advisory Services in
PricewaterhouseCoopers (PWC), United Kingdom
before joining First Bank of Nigeria Limited (FBN) in
2005 where he acquired valuable experience in
Internal Audit, Internal Controls, Compliance and Risk
Management under various senior management
roles.

He is a graduate of Economics with postgraduate
qualification in Business Administration. He is also a
Fellow of the Institute of Chartered Accountants of
Nigeria (ICAN), a Certified Risk Analyst, ISO 27001 Lead
Auditor and an alumnus of Lagos Business School
(Senior Management Programme).

He is a Past Chairman of ICAN Lagos & District Society,
a Development Dimension International (DDI)
Certified Facilitator, a Coach and a Resource Person in
various training platforms, seminars and workshops.
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Professor Joseph Nnanna
Assistant Chief Economist

Professor Joseph Nnanna currently serves as the
Assistant Chief Economist of Development Bank of
Nigeria PLC. A seasoned professional with numerous
years of experience in the U.S mortgage, banking,
manufacturing, and telecommunication industry
before joining academia.

His professional career commenced in the mortgage
industry as a staff Accountant responsible for
budgeting, audit, and month-end close functions. He
also worked as a risk analyst at J.P. Morgan Chase bank
and at various times served in managerial roles in
Lehigh Hanson, one of the largest producers of
crushed stone and gravel in the US and Blue Lynx
Media a subsidiary of the Tribune company a leader in
the Telecommunication industry in the US.

Prior to joining DBN, Prof. Nnanna was a tenured
Professor of Business and Economics at Northwestern
Oklahoma State University (USA). His primary research
focus is in corporate governance in emerging
economies, macroeconomics, development finance
and Trade. His scholarly works have been published in;
Macroeconomics and Finance in Emerging Market
Economies, the journal of Chinese Economics and
Foreign Trade Studies, Journal of Social Economics,
CBN Bullion, Journal of Business Perspectives,
International Journal of Business Economics and
Management to name a few. While in academia Prof.
Nnanna taught at the undergraduate, graduate, and
doctoral levels in Macro and Micro Economics as well
as Management courses. Furthermore, he has
presented scholarly works and delivered lectures in
various countries around the world.
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He earned a Bachelor of Business Administration and
MBA degrees in Accounting, a Master of Art degree in
Economics and a Doctorate degree in Corporate
Governance and Economics from Southwestern
Oklahoma State University, Florida Metropolitan
University, The University of Oklahoma and Argosy
University respectively. He is a member of the
American Economic Association.

Shofola Osho
Company Secretary / Legal Adviser

Shofola Osho has vast experience in providing
Governance, Risk and Compliance support for major
Corporates. He commenced his corporate career as a
Legal Officer with Stallion Property & Development
Company Limited (A Joint venture company of the
Nigerian National Petroleum Corporation and Oando
Plc). At Siemens Nigeria, he provided local content
support for the implementation of the Siemens Anti-
Bribery Controls and was a participant at the Talent at
Compliance Program at the Siemens Leadership
Center, Feldafing, Germany.

At Access Bank Plc, he was a member of the Legal
Stream of "Project Star" (the acquisition of
Intercontinental Bank Group by Access Bank Plc). He
was also a test participant at the Central Bank of
Nigeria User Acceptance Test for the CBN
Competency Assessment Portal.

At FirstBank, Shofola was Assistant Company
Secretary, and a member of the inaugural stream of
the FirstBank Senior Management Development
Programme (SMDPO1). He is a Chartered Secretary
(ACIS), and a Certified Anti-Money Laundering
Specialist (CAMS).

He holds a Bachelor of Laws (LL.B Hons) degree from
the University of Lagos and a Master’s in International
Commercial Law from the University of Salford
Manchester, UK. He was called to the Nigerian Bar in
1999.
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For the year ended 31 December 2019

Statutory Audit Committee

In compliance with the requirements of the Companies and Allied Matters Act (CAMA’) 1990 in
Section 359 (3) which requires every public company to constitute a Statutory Audit Committee
made up of an equal number of directors and shareholders' representatives subject to a maximum of
six members in the committee. The Bank constituted a Statutory Audit Committee made up of two
shareholder representatives and two independent non-executive directors. The membership of the
Bank'’s Statutory Audit Committee are as follows:

1. Stella Ojekwe-Onyejeli Shareholder Representative Chairperson
2. Abdulfatah Abdulsalam Shareholder Representative Member
3. Andrew Alli Independent non-executive director Member
4. Oladimeji Alo Independent non-executive director Member

The duties of the Committee are as enshrined in Section 359 (3) and (4) of CAMA and relevant Codes
of Corporate Governance and cover the following:

o Ascertain whether the accounting and reporting policies of the Company are in accordance with
legal requirements and agreed ethical practices.

o Review the scope and planning of audit requirements.

o Review the findings on management matters in conjunction with the external auditor and
management’s responses thereon.

o Keep under review the effectiveness of the Company’s system of accounting and internal
control.

e Make recommendations to the Board with regard to the appointment, removal and
remuneration of the external auditors of the Company, ensuring the independence and
objectivity of the external auditors and that there is no conflict of interest which could impair
their independent judgement.

o Authorise the internal auditor to carry out investigations into any activity of the Company which
may be of interest or concern to the Committee.

o Assistin the oversight of the integrity of the company’s financial statements and establish and
develop the internal audit function.

The tenure of each member of the Statutory Audit Committee lasts from the date of election at an

Annual General Meeting till the next. The membership may, however, be renewed through re-
election at the next Annual General Meeting
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REPORT OF THE STATUTORY AUDIT COMMITTEE
For the year ended 31 December 2019

To the members of the Development Bank of Nigeria Plc

In accordance with the provisions of Section 359 (6) of the Companies and Allied Matters Act of
Nigeria, the members of the Statutory Audit Committee of the Development Bank of Nigeria
PLC hereby report on the financial statements for the year ended 3 | December 2019 as follows:

We have exercised our statutory functions under section 359 (6) of the Companies and Allied
matters Act of Nigeria and acknowledge the co-operation of management and staff in the
conduct of these responsibilities .

We are of the opinion that the accounting and reporting policies of the Bank are in agreement
with legal requirements and agreed ethical practices and that the scope and planning of both
the external and internal audits for the year ended 31 December 2019 were satisfactory and
reinforce the Bank's internal control systems.

We have deliberated on the findings of the external auditors who have confirmed that the
necessary cooperation was received from management in the course of their audit and we
are satisfied with management's responses thereon and with the effectiveness of the Bank's
system of accounting and internal controls

Stella Ojekwe-Onyejeli
Chairperson '
Statutory Audit Committee
26 February, 2020

Members of the Statutory Audit Committee are:

f 1. Stella Ojekwe-Onyejeli Chairperson i
2. Abdulfatah Abdulsalam Member
3. Andrew Alli Member

L 4. Oladimeji Alo Member )
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For the year ended 31 December 2019

External Auditors

KPMG Professional Services were the Bank's external
auditors for the 2019 financial year. The Bank
complied with all regulatory requirements for the
appointment and approval of External Auditors.

Risk Management

Risk Governance Framework

The risk governance framework in DBN is very robust
and every stakeholder is aware of their responsibilities
(individual and collective) for risk management, risk
oversight and risk assurance. The Bank has a well-
defined framework and policies for managing risks
and ensuring adequacy and effectiveness of controls.

The Board has ultimate responsibility for risk
management and sets the appropriate tone down
the organization hierarchy. To ensure that the risk
management system is in line with regulations and
leading practices, the Board is supported by the
following Board sub committees:

1 Board Credit and Risk Committee (BCRC); and
2 Board Audit and Compliance Committee
(BACQC)

These Committees are responsible for reviewing and
challenging risk, compliance, control and audit
reports received from management (Management
Credit and Risk Committee (MCRC)); and advising the
Board.

The Risk Management and Compliance Department
facilitates and coordinates risk management and
compliance activities in the Bank and reports to the
Management Credit and Risk Committee monthly on
key risk issues facing the Bank. The Department is also
saddled with the role of ensuring adequacy of
Controls by implementing the approved Internal
Control Framework.

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

Internal and External Audit are responsible for giving
independent assurance on the adequacy and
effectiveness of risk management process, practices
and control.

Each department in the Bank is responsible for risk
management and implementing internal control
procedures and documenting same in a Standard
Operating Manual in compliance with the Internal
Control Framework.

Whistleblowing

The Board of DBN is committed to high ethical
standards and probity and ensures all employees and
executives align to these standards in all their
dealings with stakeholders. To help ensure a high
ethical standard, the Bank introduced the following;

1. Code of Ethics, which sets out the minimum
standards of ethical conduct for management
of businesses in the Bank.

2. Whistleblowing Policy, which provides
different medium for employees and other
relevant stakeholders to report concerns about
workplace malpractices in a confidential
manner, and to enable the Internal Audit and
External Consultant to investigate and deal
with

Stakeholders are expected to comply with the above
code and policy in discharging their duties and
support investigations into any reported misconduct
or concern and take any appropriate actions.

The Whistleblowing Policy which is on the Bank's
website(http://www.devbankng.com/cms/uploads/p
olicy/Whistle-Blowing-Policy) applies to both internal
(staff, contract employees, management or directors)
and external (customers, service providers, applicants,
auditors, consultants, regulators and other

stakeholders) whistleblowers.

The Policy outlines the procedure for Whistleblowing
in the Bank and how all reported cases of illegal and
unethical conduct or other misconduct should be
dealt with.

The Policy is in line with the requirements of section
3.1 of the Central Bank of Nigeria (CBN) ‘Guidelines for
Whistleblowing for banks and other financial
institutions in Nigeria; and the Code of Corporate
Governance for Development Finance Institutions.

In line with the policy, a whistleblower may raise
concern through any of the following medium (this
can be done either by declaration or in confidence/
anonymously):

« Formal letter to the MD/CEQO, Development
Bank of Nigeria Plc. or the Head, Internal Audlit,
Development Bank of Nigeria Plc.

Dedicated phone number :080-751-80057.

« Dedicated email address:
whistleblow@devbankng.com

o Via DBN website:
www.devbankng.com/whistleblowing.

« Where the concern is received by staff other
than the MD/CEQO or the Head, Internal Audit,
the recipient of such concerns shall be
required to;

« Immediately pass the concern(s) to the Head,
Internal Audit with copy to the MD/CEO
Development Bank Plc.

« If the concerns affect the Head, Internal Audit,
the MD/CEO shall be notified, and where a
Director (including the MD/CEQ) is involved,
such concern shall be directed at the
Chairman Board Audit & Compliance
Committee.
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For the year ended 31 December 2019

Internal control

The Board of Directors are responsible for ensuring
adequate and effective internal controls exists within
the Bank. These responsibilities involve establishing,
maintaining and reviewing the effectiveness of
internal control systems that ensures that the goals
and objectives of the Bank are met, whilst complying
with applicable laws and regulations including
internal policies and procedures.

The Bank has an approved Internal Control
Framework, developed in line with leading practice
(the Committee of Sponsoring Organizations (COSO)
2013 Internal Control Integrated Framework) The
Framework address control challenges by identifying
critical activities, assessing the risk exposures,
determining appropriate preventive and detective
control measures, and monitoring such measures to
ensure compliance.

The overall objective of the Internal Control
framework is to ensure that adequate and effective
internal controls are in place and that these controls
are applied consistently throughout the organisation
to protect DBN and its stakeholders from potential
losses. The internal control framework is managed
within the five key principles of COSO which are;
control environment, risk assessment, control
activities, information & communication and
monitoring.
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COSO 2013 Internal Control Integrated
Framework

Control Environment

The Board and senior management establish the tone
from the top regarding the importance of internal
control and the expected standards of conduct. The
Board is assisted in carrying out this responsibility by
the Board Audit and Compliance Committee (BACC)
as set out in the above Risk Governance Framework.
The key principles relating to the control environment
include:

« The Board of DBN, management and staff are
committed to the highest levels of integrity
and ethical values;§The Board and its sub-
committees are independent from
management and provide oversight for the
performance of internal controls;

« Management, with oversight from the Board,
establishes structures, reporting lines and
appropriate delegation of authority to ensure
that the strategic and business objectives are
achieved:;

« The Board and management establishes and
implements policies and procedures to ensure
the achievement of its objectives; and§The
Bank enforces accountability for applicable
stakeholders with regards to internal control
responsibilities in the pursuit of its objectives.

Risk Assessment:

The Bank has a dynamic and iterative process for
identifying, analysing and managing risk exposures to
achieving the strategic and business objectives of
DBN. It involves considering the impact of possible
changes in both the internal and external
environment. The key principles relating to risk
assessment include:

« Board and management set specific strategic

and business objectives with sufficient clarity
to enable the identification and assessment of
risk exposures;

o Risk exposures that may prevent the
achievement of strategic and business
objectives are identified and managed;

o Inassessing the risks to the Bank's objectives,
potential for fraud shall be considered; and

o Management and Staff identify and assess
changes that could significantly impact the
internal control system.

Control Activities:
The management of the Bank has put in place risk
mitigants to reduce risk and achieve its objectives.
Such control activities are preventative or detective;
automated or manual, or a combination thereof and
take any of the following forms:

« authorizations and approvals;

« Verifications;

« reconciliations;

« compliance with exposure limits;

« Maker-checker processes;

« physical controls; and

» regular performance reviews.

Segregation of duties is typically built in the selection
and development of control activities. No one
individual, regardless of grade, title or function,
process a specific transaction from initiation to final
authorization. This implies that a transaction shall
require the intervention of at least 2 individuals prior
to completion. The key principles relating to control
activities include:

« Management and staff develop and
implement control activities that will
contribute to risk mitigation and achievement
of strategic and business objectives;
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o Management and staff develop and Board of Directors. The key principles relating to

implement control activities over technology monitoring activities include:

to support the achievement of objectives; « Management has put in place measures to

and ensure on-going and/or separate evaluations
« Management and staff develop and to ensure that the internal control system is

implement policies and procedures (including present and functioning as intended; and

responsibility and accountability for execution) « Internal and External Audit carry out

to support the achievement of set objectives independent reviews of internal control
systems, communicating deficiencies to Board
Credit and Risk Committee (BCRC), and Board
Audit and Compliance Committee (BACC) and
the Board; and monitor corrective actions.

Information and Communication: Relevant and
quality information is necessary to effectively carry
out internal control responsibilities in support of the
achievement of the Bank’s objectives. Internal
communication within the Bank (top-down, bottom-
up and across) enables staff receive clear directives
from senior management that control responsibilities Customer complaints

must be taken seriously. External communication There were no customer complaints during the year
enables in-bound communication of relevant under review

external information while providing required

information to external parties.

The key principles relating to information and
communication include:

« Relevantand quality information is used to
support the functioning of the internal control
system;

« Appropriate internal communication of
information, including objectives and
responsibilities for internal control, is used to
support the functioning of the internal control
system; and

« Appropriate communication with external
stakeholders regarding matters affecting the
functioning of the internal control system.

Monitoring Activities: Monitoring is the process of
assessing the effectiveness of internal control system
via on-going and separate evaluations, including the
reporting of findings or observed deficiencies as well
as providing assurance to management and the
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RELATION TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

The Directors accept responsibility for the preparation of the annual consolidated and separate
annual financial statements that give a true and fair view in accordance with the International
Financial Reporting Standards (IFRS) and in the manner required by the Companies and Allied
Matters Act, Cap C.20, Laws of the Federation of Nigeria, 2004, the Financial Reporting Council of
Nigeria Act, 2011, the Banks and other Financial Institutions Act, Cap B3, Laws of the Federation of
Nigeria, 2004 and relevant Central Bank of Nigeria (CBN) Guidelines and Circulars.

The Directors further accept responsibility for maintaining adequate accounting records as
required by the Companies and Allied Matters Act, Cap C.20, Laws of the Federation of Nigeria,
2004 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.

The directors have made assessment of the Group and Bank’s ability to continue as a going
concern and have no reason to believe that the Group and Bank will not remain a going concern
in the year ahead.

SIGNED ON BEHALF OF THE BOARD OF DIRECTORS BY:

o

Anthony Okpanachi Shehu YJhaya I
FRC/2016/CISN/00000015033 FRC/2019/I0ODN/00000019238
Chief Executive Officer Chairman

26 February, 2020 26 February, 2020
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CONSOLIDATED AND SEPARATE STATEMENTS OF FINANCIAL POSITION

KeMG)

KPMG Professional Services Telephone 234 (1) 271 8955
KPMG Tower 234 (1) 271 8599
Bishop Aboyade Cole Street Internet home.kpmg/ng
Victoria Island

PMB 40014, Falomo

Lagos

INDEPENDENT AUDITOR'S REPORT
To the shareholders of Development Bank of Nigeria Plc
Report on the Audit of the consolidated and Separate Financial Statements

Opinion

We have audited the consolidated and separate financial statements of Development Bank of
Nigeria Plc (“the Bank”) and its subsidiary (together, “the group”), which comprise the
consolidated and separate statements of profit or loss and other comprehensive income,
consolidated and separate statements of changes in equity and consolidated and separate
statements of cash flows for the year then ended and notes, comprising significant
accounting policies and other explanatory information as set out on pages 29 to 91.

In our opinion, the accompanying consolidated and separate financial statements give a true
and fair view of the consolidated and separate financial position of the Bank and its
subsidiary as at 31 December 2019 and of its consolidated and separate financial
performance and its consolidated and separate cash flows of the year then ended in
accordance with International Financial Reporting Standards (IFRSs) and in the manner
required by the companies and Allied Matters Act, Cap C.20. Laws of the Federation of
Nigeria, 2004 and the Financial Reporting Council of Nigeria Act 2011, the Banks and other
Financial Institutions Act, Cap B3, Laws of the Federation of Nigeria, 2004 and relevant
Central Bank of Nigeria (CBN) Guidelines and Circulars.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the consolidated and separate Financial Statements section of our report. We
are independent of the Group and Bank in accordance with the International Ethics
Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code)
together with the ethical requirements that are relevant to our audit of the consolidated and
separate financial statements in Nigeria and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that in our professional judgment, were of most
significance in our audit of the consolidated and separate financial statements of the current
period. These matters were addressed in the context of our audit of the financial statements
as a whole and in forming our opinion thereon and we do not provide a separate opinion on
these matters. We have determined that there are no key audit matters to communicate in our
report.
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Other Information

The Directors are responsible for the other information. The other information comprises the
Corporate information, Directors' report, Corporate Governance Report, Report of the
Statutory Audit Committee, Statement of Directors' Responsibilities and other national
disclosures but does not include the consolidated and separate financial statements and our
auditor's report thereon.

Our opinion on the consolidated and separate financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated and separate financial statements, our
responsibility is to read the other information and in doing so, consider whether the other
information is materially inconsistent with the consolidated and separate financial statements
or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this
regard.

Responsibilities of the Directors for the Consolidated and separate Financial Statements
The Directors are responsible for the preparation of consolidated and separate financial
statements that give a true and fair view in accordance with IFRSs and in the manner required
by the companies and Allied Matters Act, Cap C.20, Laws of the Federation of Nigeria, 2004
and the Financial Reporting Council of Nigeria Act, 2011, the Banks and other Financial
Institutions Act, Cap B3, Laws of the Federation of Nigeria, 2004 and relevant Central Bank of
Nigeria (CBN) Guidelines and Circulars 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.

In preparing the consolidated and separate financial statements, the directors are responsible
for assessing the Group (and Bank)'s ability to continue as a going concern, disclosing as
applicable matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Group (and Bank) or to cease operations or
have no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Consolidated and separate Financial
Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and
separate financial statements as a whole are free from material misstatement, whether due to
fraud or error and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but it's not a guarantee that an audit conducted in
accordance with ISAs will always detect material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated
and separate financial statements, whether due to fraud or error, design
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and perform audit procedures responsive to those risks and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than one resulting
from error as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control.

Obtain an understanding of internal control relevant to the audit 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 Group (and Bank)'s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

Conclude on the appropriateness of directors' use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group
(and Bank)'s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the
related disclosures in the consolidated and separate financial statements or if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future events
or conditions may cause the Group (and Bank) to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the consolidated and
separate financial statements, including the disclosures and whether the consolidated
and separate financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with the Audit Committee regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide Audit Committee with a statement that we have complied with relevant
ethical requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our independence and where
applicable, related safeguards.

From the matters communicated with Audit Committee, we determine those matters that were
of most significance in the audit of the consolidated and separate financial statements of the
current period and are therefore the key audit matters. We describe these matters in our
auditor's report unless law or regulation precludes public disclosure about the matter or
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when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.
Report on Other Legal and Regulatory Requirements

Compliance with the requirements of schedule 6 of the Companies and Allied Matters Act,
Cap C.20, Laws of the Federation of Nigeria, 2004.

In our opinion, proper books of account have been kept by the Bank, so far as appears from
our examination of those books and the Bank's statement of financial position and statement
of profit or loss and other comprehensive income are in agreement with the books of
account.

Compliance with Section 27 (2) of the Banks and other Financial Institutions Act Cap B3,

Laws of the Federation of Nigeria, 2004 and Central Bank of Nigeria circular BSD/1/2004

i. The Bank and Group did not pay penalties in respect of any contravention during
the year ended 31 December 2019.

ii. Related party transactions and balances are disclosed in note 32 to the financial
statements in compliance with the Central Bank of Nigeria circular BSD/1/2004.

oW

Kabi O. Okunlola, FCA

FRC/2 ICAN/00000000428

For: KPMG Professional Services
Chartered Accountants

11 March 2020

Lagos, Nigeria
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CONSOLIDATED AND SEPARATE STATEMENTS OF FINANCIAL POSITION CONSOLIDATED AND SEPARATE STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2019

[ Group Bank Bank 1 ).
In thousands of Naira Notes | 31 December 2019 31 December 2019 31 December 2018 Group Bank Bank
Assets In thousands of Naira Note | 31 December 2019 31 December 2019 | 31 December 2018
Cash and cash equivalents 18 132,663,583 130,431,689 63,314,138 Gross earnings 31 46,236,882 45,755,228 30,641,949
Loans and advances to customers 20 101,899,673 101,899,673 28,289,868 InteTestincome 8 46,235,570 45,754,097 30,511,766
Investment securities 19 237,014,094 227,587,961 186,167,762 Interest expense 9 (8,189,474) (8,189,474) (4,342,680)
Investment in subsidiaries 21 - 11,375,000 -
Property and equipment 24 1,058,155 989,172 574,445 Net interest income 38,046,096 37,564,623 26,169,086
Intangible assets 23 106,472 106,472 64,452 Impairment loss on financial assets 10 (1,072,204) (1,067,912) (346,436)
Deferred tax asset 17b 1,567,866 1,546,819 - Net interest income after impairment charge on financial assets 36,973,892 36,496,711 25,822,650
Other assets 22 435,651 426,429 398,102 Guarantee income 1 181 ] _
Total assets 474,745,494 474,363,215 278,808,767 Other income 12 1,131 1,131 130,183
Liabilities Fee and commission expense 13a (133,242) (133,242) (104,999)
Other liabilities 25 5,701,130 5,637,966 831,526 GugragteelPxpense 5ty 550 - '
Employee benefit obligation 2% 1111 ) ) Net operating income 36,841,602 36,364,600 25,847,834
Provision for guarantee 28 449 . _ Personnel expenses 14 (1,659,385) (1,586,311) (1,255,950)
Current income tax liability 17¢ 603,010 600,043 229,109 Depreciation and amortisation $2 (356,274) (350,834) (164,929)
Borrowings 29 308,484,268 308,484,268 151,704,062 Lease expense 15b (4,819) (4,819) -
Total liabilities 314,789,968 314722277 152,764,697 General and administrative expenses 16 (1,874,524) (1,772,543) (1,516,010)
Total expenses (3,895,002) (3,714,507) (2,936,889)
Equity
Share capital 30a 100,000 100,000 100,000 Profit for the year before minimum taxation 32,946,600 32,650,093 22,910,945
Share premium 30b 99,762,570 99,762,570 99,762,570 Minimum taxation 17 (228,776) (228,776) -
EEIEe] Gl SS TR “4omEbo gl lligeeltzet Profit for the year before taxation 32,717,824 32,421,317 22,910,945
Other reserves:
Statutory reserve 30d 18,102,257 18,102,257 8,023,196 Tax credit/(expense) 17 1,193,632 1,175,552 (229,109)
Regulatory risk reserve 30e 1,315,400 1,315,400 467,915 Profit for the year after taxation 33,911,456 33,596,869 22,681,836
Attributable to equity holders of the parent 159,955,526 159,640,938 126,044,070 Profit for the year after taxation attributable to:
— - Owners of the parent 33,911,456 33,596,869 22,681,836
Total liabilities and equity 474,745,494 474,363,215 278,808,767 .Y
L y Non-controlling interests - - -
The financial statements were approved by the Board of Directors on 26 February, 2020 and signed on its behalf by: Other comprehensive income - - -
Additionally certified by: -
Total comprehensive Income 33,911,456 33,596,869 22,681,836
W @5 W ‘ l:t Total comprehensive profit attributable to:
Dr. Shehu YJhaya Anthony 6kpanachi l’toma Ozulumba Owners of the parent 33,911,456 33,596,869 22,681,836
Chairman Managing Director Chief Financial Officer Non-controlling interests : 5 :
FRC/2019/I0ODN/00000019238 FRC/2016/CISN/00000015033 FRC/2017/ICAN/00000016105 L 33,911,456 33,596,869 22,681,836 )

The accompanying notes are an integral part of these consolidated and separate financial statements The accompanying notes are an integral part of these consolidated and separate financial statements
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SEPARATE STATEMENT OF CHANGES IN EQUITY CONSOLIDATED AND SEPARATE STATEMENTS OF CASHFLOWS

For the year ended 31 December 2019 For the year ended 31 December 2019
In thousands of Naira Group Bank Bank
( ) Note| 31 December 2019 31 December 2019 | 31 December 2018
GROUP Cash flows from operating activities
Profit for the year after tax 33,911,456 33,596,869 22,681,836
In thousands of Naira Share Share Statutory | Regulatory risk Retained Total ) .
. . . ) Foreign exchange loss - unrealized 9 (2,343) (2,343) -
Notes Capital Premium Reserve Reserve Earnings equity Impairment on loans and advances to PFls 10 637,460 637,460 95,924
Impairment on other assets 10 434,744 430,452 250,512
Balance as at 1 January 2019 100,000 99,762,570 8,023,196 467,915 | 17,690,389 126,044,070 Depreciation of plant and equipment 15a 324,727 319,287 150,946
Total comprehensive income for the year Amortization of intangibles 15a 31,547 31,547 13,983
Profit for the year | _ _ _ 33,911,456 33,911,456 Interest income on treasury bills 19a (32,600,380) (32,187,248) (25,983,907)
. Interest income on loans and advances to PFls 20a (6,557,456) (6,557,456) (556,210)
Other comprehensive income for the year - . 4 . - - Interest expense on borrowings 29a 8,189,474 8,189,474 4,342,680
Net increase in provision for guarantee 31a 449 - =
Transfer between reserves: Recognition of right-of-use asset: non-cash portion 31b (196,571) - -
Transfer to statutory reserve (see note 30 (d)) - - 10,079,061 - (10,079,061) - A W\ W by 228776 Xy
Transfer to regulatory risk reserve (see note 30 (e)) - - - 847,485 (847,485) - Talx l(inzlome));e):pense 17a (11 93,'632) (11 75"552) 229,109
\ Balance as at 31 December 2019 100,000 99,762,570 18,102,257 1,315,400 40,675,299 159,955,526 ) Loans and advances to PFls
~ Loans disbursed 20a (107,056,996) (107,056,996) (31,011,969)
BANK Loan principal repayments received 20a 33,672,354 33,672,354 3,006,743
In thousands of Naira Share Share Statutory Regulatory ek Retained Total Impairment on placements with local banks in cash and cash equivalents 31a (1,168) 2,818 (250,512)
Gain on disposal of plant and equipment 31b (12) (12) -
Notes Capital Premium Reserve Reserve Earnings equity
Changes in:
Balance as at 1 January 2019 100,000 | 99,762,570 8,023,196 467,915 | 17,690,389 126,044,070 Net ingcrease in other liabilities 31a 4,869,603 4,806,440 405,626
Total comprehensive income for the year Net increase/(decrease) in Employee benefit obligation 31a 1,111 - (230)
Profit for the year _ _ 1 _ 33,596,869 33,596,869 Net increase in Other assets 31a (143,780) (134,558) (338,638)
Lo (65,450,637) (65,198,689) (26,964,107)
Other comprehensive income for the year - - - - - -
Tax paid 17¢ (229,109) (229,109) (41,032)
Transfer between reserves: Interest income received on loans and advances to PFls 20a 5,694,833 5,694,833 357,629
Transfer to statutory reserve (see note 30 (d)) - - 10,079,061 - (10,079,061) - Interest income received on treasury bills 19a 25,345,838 25,310,307 26,289,133
Transfer to regulatory risk reserve (see note 30 (e)) _ - - 847,485 (847,485) - Net cash flows used in operating activities (34,639,074) (34,422,658) (358,377)
Balance as at 31 December 2019 100,000 99,762,570 18,102,257 1,315,400 40,360,712 159,640,939 Cash flows from investing activities
Purchase of treasury bills 19a (261,273,725) (251,224,887) (321,647,652)
In thousands of Naira Share Share Statutory | Regulatory risk Retained Total Proceeds from matured investment in treasury bills 19a 217,248,358 216,248,358 243,936,636
Notes Capital P . R R E . it Investment in subsidiary 21a - (11,375,000) -
apita Nemium ESELVe SSEIVE arnings SquiLy, Purchase of intangible assets 23 (73,567) (73,567) (68,756)
Balance as at 1 January 2018 40,000 39,940,842 1,218,646 84 2,281,255 43,480,827 ;urchas.e.of property and eqUIpnjent ' 31b (446,468) (628,057) (412,275)
ecognition of right-of-use asset: cash portion 24 (59,440) - -
Total comprehensive income for the year Proceeds from disposal of property and equipment 31b 287 287 -
Re-measurement of impairment as at 1 January, 2018 (see note 5.1(c)) - - - - (321) (321) Net cash flows used in investing activities (44,604,555) (47,052,866) (78,192,048)
Profit for the year = = = = 22,681,836 22,681,836 Cash flows from financing activities
Other comprehensive income for the year - = = = = = Long term borrowings received 29 154,706,802 154,706,802 60,413,296
Repayment of principal on borrowings 29a (2,906,475) (2,906,475) -
Transfer between reserves: Repayment of interest on borrowings 29a (3,207,252) (3,207,252) (950,298)
Transfer to statutory reserve (see note 30 (d)) - - 6,804,550 - (6,804,550) - Proceeds from issue of share capital 30b - - 39,360,035
Transfer to regulatory risk reserve (see note 30 (e)) = = = 467,831 (467,831) = Share issue cost 30b - - (118,272)
0000 =00 ea2 6026406 erdilo 1040 chilepir Net cash flows from financing activities 148,593,075 148,593,075 98,704,761
Transactions with equity holders, recorded directly in equity:
Issued shares paid up during the year 60,000 59,821,728 - - - 59,881,728 Net increase in cash and cash equivalents 69,349,445 67,117,551 20,154,336
Total contributions by equity holders (see note 30(i)) 60,000 59,821,728 - - - 59,881,728 Cash and cash equivalents, beginning of year 63,314,138 63,314,138 43,159,802 . .
Cash and cash equivalents, end of year 18 132,663,583 130,431,689 63,314,138 The accompanying notes form an integral
g Balance as at 31 December 2018 100,000 99,762,570 8,023,196 467,915 17,690,388 126,044,070 ) part of these financial statements.
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Notes to the Consolidated and Separate Financial Statements

For the year ended 31 December 2019

1 GENERAL INFORMATION

Development Bank of Nigeria Plc (DBN) is a bank
domiciled in Nigeria. The address of the Bank's
registered office is Plot 1386A Tigris Crescent,
Maitama, F.C.T Abuja, Nigeria. The Bank is a financial
institution set up primarily to bridge the funding
needs of the Micro, Small & Medium Enterprises
(MSMEs) in Nigeria.

The principal mission of the DBN is to increase
financial inclusion by improving access to credit
finance. The Bank will play a focal and catalytic role in
providing funding and risk-sharing facilities to MSMEs
and small corporates through Participating Financial
Institutions (PFls). The operation of the Bank will also
play an important role in developing the Nigerian
financial sector by incentivizing financial institutions,
predominantly deposit-money and microfinance
banks, to lend to the productive sector, using
technical assistance to augment their capacity where
necessary and by providing them with funding
facilities designed to meet the needs of these smaller
clients. It obtained its operating license for wholesale
development finance institution from the Central
Bank of Nigeria on 29 March 2017. The Bank
commenced lending operations on 1 November,
2017.

DBN has one subsidiary, Impact Credit Guarantee
Limited, which was incorporated on 8 March 2019
with the aim to carry on the business of issuing credit
guarantees to participating financial institutions (PFI)
in respect of loans granted to eligible businesses in
the Micro, Small and Medium Enterprises (MSME)
sector.

The consolidated financial statements as at and for

the year ended 31 December 2019 comprise the Bank
and its subsidiary (together referred to as "the Group
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or the DBN Group" and individually as "Group
entities"). The consolidated and separate financial
statements for the year ended 31 December 2019
were approved for issue by the Board of Directors on
26 February 2020. The Group does not have any
unconsolidated structured entity.

2 BASIS OF PREPARATION

The consolidated and separate financial statements
comprise the consolidated and separate statements
of profit or loss and other comprehensive income, the
consolidated and separate statements of financial
position, the consolidated and separate statements of
changes in equity, the consolidated and separate
statements of cash flows and the respective notes.

a Statement of compliance

The consolidated and separate financial
statements are prepared in accordance with
International Financial Reporting Standards
(IFRSs) as issued by the International
Accounting Standards Board (IASB) and
interpretations issued by IFRS Interpretations
Committee (IFRIC) applicable to entities
reporting under IFRS. Additional information
required by national regulations is included
where appropriate. The consolidated and
separate financial statements have been
prepared in the manner required by the
Companies and Allied Matters Act, Cap C.20,
the Financial Reporting Council of Nigeria Act,
2011, the Banks and Other Financial
Institutions Act of Nigeria, and relevant Central
Bank of Nigeria circulars.

b Basis of measurement
These financial statements have been prepared
on the historical cost basis except for the

Our approach Looking to Appendices
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following material items, which are measured
on an alternative basis at each reporting date:
-loans and receivables and debt securities are
measured at amortized cost using effective
interest rate method.-other financial liabilities
that are not classified as at fair value through
profit or loss are measured at amortized cost
using the effective interest rate method.

¢ Use of estimates and judgments

The preparation of the financial statements in
conformity with IFRS requires management to
make judgments, estimates and assumptions
that affect the application of policies and
reported amounts of assets and liabilities,
income and expenses. Actual results may differ
from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the
period in which the estimate is revised, if the
revision affects only that period, or in the
period of the revision and future periods, if the
revision affects both current and future
periods. Information about significant

areas of estimation uncertainties and critical
judgments in applying accounting policies that
have the most significant effect on the
amounts recognised in the financial
statements are described in note 5.

d Functional and presentation currency
These consolidated and separate financial
statements are presented in Naira, which is the
Bank's functional currency. All amounts have
been rounded to the nearest thousand, except
when otherwise indicated.
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—,,('?\\— DBN Bankotngir:g

Acronyms & Overview A New Dawn for 2019 -DBN
Abbreviations MSMEs in Nigeria. @ a Glance

Operating Leadership & How we
Context Governance create value

Notes to the Consolidated and Separate Financial Statements

For the year ended 31 December 2019

3 CHANGES IN ACCOUNTING POLICIES

Except as noted below, the Group has consistently
applied the accounting policies set out in Note 4 to all
periods presented in these consolidated and separate
financial statements. A number of other new
standards are also effective from 1 January 2019 but
they do not have a material effect on the Group's
financial statements.

a Ammendments to IFRS 9 Financial
Instruments - Prepayment features with
negative compensation

The amendment allows financial assets with

prepayment features that permit or require a

party to a contract either to pay or receive

reasonable compensation for the early
termination of the contract (so that, from the
perspective of the holder of the asset there
may be 'negative compensation’), to be
measured at amortised cost or at fair value
through other comprehensive income. The
amendment is required to be applied
retrospectively.

b  IFRIC 23 Uncertainty over Income Tax
Treatments (IFRIC 23)
This interpretation clarifies how to apply the
recognition and measurement requirements in
IAS 12 when there is uncertainty over income
tax treatments. In such a circumstance, an
entity shall recognise and measure its current
or deferred tax asset or liability applying the
requirements in IAS 12 based on taxable profit
(tax loss), tax bases, unused tax losses, unused
tax credits and tax rates determined by
applying this interpretation. This interpretation
addresses: Whether an entity considers
uncertain tax treatments separately; The
assumptions an entity makes about the

N7 | Development
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examination of tax treatments by taxation
authorities; How an entity determines taxable
profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates; and How an
entity considers changes in facts and
circumstances.

The Group has adopted IFRIC 23 effective 1 January
2019.

c IFRS 16 Leases

The Group applied IFRS 16 using the modified
retrospective approach, under which the
cumulative effect of initial application is
recognised in retained earnings at 1 January
2019. Accordingly, the comparative
information presented for 2018 is not restated
—i.e.itis presented, as previously reported,
under IAS 17 and related interpretations. The
details of the changes in accounting policies
are disclosed below. Additionally, the
disclosure requirements in IFRS 16 have not
generally been applied to comparative
information.

i  Definition of a lease

Previously, the Group determined at contract
inception whether an arrangement was or
contained a lease under IFRIC 4 Determining
whether an Arrangement contains a Lease. The
Group now assesses whether a contract is or
contains a lease based on the definition of a
lease, as explained in Note 4.5.

On transition to IFRS 16, the Group elected to
apply the practical expedient to grandfather
the assessment of which transactions are
leases. The Group applied IFRS 16 only to
contracts that were previously identified as
leases. Contracts that were not identified as
leases under IAS 17 and IFRIC 4 were not

Our approach Looking to Appendices
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reassessed for whether there is a lease under
IFRS 16. Therefore, the definition of a lease
under IFRS 16 was applied only to contracts
entered into or changed on or after 1 January
2019,

ii  Asalessee

As a lessee, the Group leases many assets
including branch premises. The Group
previously classified leases as operating or
finance leases based on its assessment of
whether the lease transferred significantly all of
the risks and rewards incidental to ownership
of the underlying asset to the Group. Under
IFRS 16, the Group recognises right-of-use
assets and lease liabilities for most of these
leases — i.e. these leases are on-balance sheet.
The Group entered into some new leases for
office space during the year ended 31
December 2019.

At commencement or on modification of a contract
that contains a lease component, the Group allocates
the consideration in the contract to each

lease component on the basis of its relative stand-
alone prices. However, for leases of branches and
office premises, the Group has elected not to
separate non-lease components and account for the
lease and associated non-lease components as a
single lease component. On transition, for these
leases, lease liabilities were measured at the present
value of the remaining lease payments, discounted at
the Group’s incremental borrowing rate as at 1
January 2019 (see (iv) below). Right-of-use assets are
measured at their carrying amount as if IFRS 16 had
been applied since the commencement date,
discounted using the lessee’s incremental borrowing
rate at the date of initial application. The Bank had
fully prepaid for it's only operating lease as at 1
January 2019 and so there is no impact of IFRS 16 on
opening retained earnings.
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The Group used a number of practical expedients as operating leases under IAS 17. In particular, the Group:
relied on its assessment of whether leases are onerous under IAS 37 Provisions, Contingent Liabilities and
Contingent Assets immediately before the date of initial application as an alternative to performing an
impairment review; did not recognise right-of-use assets and liabilities for leases for which the lease term ends
within 12 months of the date of initial application; did not recognise right-of-use assets and liabilities for leases
of low-value assets as these are recognized as expenses in the year acquired (i.e. IT equipment); — excluded initial
direct costs from measuring the right-of-use asset at the date of initial application; and used hindsight when
determining the lease term.

The group presents right of use assets as a separate class under property and equipment

iii Asalessor

The Group is not required to make any adjustments on transition to IFRS 16 for leases in which it acts as
a lessor. The Group applies IFRS 15 Revenue from Contracts with Customers to allocate consideration

in the contract to each lease and non-lease component.

iv Impact on transition

On transition to IFRS 16, the Group recognised additional right-of-use assets but no lease liabilities as

its operating leases were fully prepaid as at 1 January 2019 with no cancellable lease period. The impact
on transition is summarised below.

In thousands of Naira 1 January 2019

Right-of-use assets presented in property and equipment 106,231
Derecognition of prepaid rent (106,231)

Lease liabilities -
Retained earnings -
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* For the details of accounting policies under IFRS 16
and IAS 17, see Note 4.5 (a, b)

As a result of initially applying IFRS 16, in relation to
the leases that were previously classified as operating
leases, the Group recognized N106 million of right-of-
use assets during the year ended 31 December 2019.
There was no lease liability on adoption of IFRS 16
because the operating leases as at the date of
transition were fully prepaid for.

Also, in relation to those leases under IFRS 16, the
Group has recognized depreciation and interest cost
(lease expense), instead of operating lease expense.
During the period ended 31 December 2019, the
Group recognized N56.4 million of depreciation
charges and N4.8 million of interest cost from the
lease liabilities.

d Annual improvements 2015-2017 cycle
The IASB has issued various amendments and
clarifications to existing IFRS

3.1 Standards and Interpretations not yet
effective

A number of new Standards, Amendments to
Standards, and Interpretations are effective for annual
periods beginning after 1 January 2019 and have not
been applied in preparing these consolidated and
separate financial statements. Those Standards,
Amendments to Standards,

and Interpretations which may be relevant to the
Group (or Bank) are set out below. The Group and
Bank do not plan to adopt these standards early. The
standards will be adopted in the period that they
become mandatory unless otherwise indicated
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a Conceptual Framework amendments
(Amendments to references to conceptual
framework in the IFRS Standards)

The IASB decided to revise the Conceptual
Framework because certain important issues
were not covered and certain guidance was
unclear or out of date. The revised Conceptual
Framework, issued by the IASB in March 2018,
includes:

- A new chapter on measurement;

- Guidance on reporting financial
performance;

- Improved definitions of an asset and a
liability,
and guidance supporting these definitions;
and

- Clarifications in important areas, such as the
roles of stewardship, prudence and
measurement uncertainty in financial
reporting.

The IASB also updated references to the
Conceptual Framework in IFRS Standards by
issuing Amendments to References to the
Conceptual Framework in IFRS Standards. This
was done to support transition to the revised
Conceptual Framework for companies that
develop accounting policies using the
Conceptual Framework when no IFRS Standard
applies to a particular transaction.

Although we expect this to be rare, some
companies may use the Framework as a
reference for selecting their accounting policies
in the absence of specific IFRS requirements. In
these cases, companies should review those
policies and apply the new guidance
retrospectively as of 1 January 2020, unless the
new guidance contains specific scope outs.
This is not expected to have any significant
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impact on the Bank's annual financial
statements. The effective date is 1 January
2020, but earlier application is permitted.

b Amendments to IFRS 3 (Definition of a
Business)

Defining a business is important because the
financial reporting requirements for the
acquisition of a business are different from the
requirements for the purchase of a group of
assets that does not constitute a business. The
proposed amendments are intended to
provide entities with clearer application
guidance to help distinguish between a
business and a group of assets when applying
IFRS 3. In October 2018 the IASB issued this
amendment to make it easier for companies to
decide whether activities and assets they
acquire are a business or

merely a group of assets. The amendments:

« Confirm that a business must include inputs
and a process, and clarified that: () the
process must be substantive and (i) the
inputs and process must together
significantly contribute to creating outputs.

- Narrow the definitions of a business by
focusing the definition of outputs on goods
and services provided to customers and
other income from ordinary activities, rather
than on providing dividends or other
economic benefits directly to investors or
lowering costs; and

- Add a test that makes it easier to conclude
that a company has acquired a group of
assets, rather than a business, if the value of
the assets acquired is substantially all
concentrated in a single asset or group of
similar assets.

The amendments are effective for business

Our approach Looking to Appendices
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combinations for which the acquisition date
is on or after the beginning of the first

after 1 January 2020 and to asset acquisitions
that occur on or after the beginning of that
period. Earlier application is permitted. The
amendment is not expected to

have a significant impact on the annual
financial statements.

¢ Amendments to IAS 1 and IAS 8
(Definition of Material)

The IASB refined its definition of material to
make it easier to understand. It is now aligned
across IFRS Standards and the Conceptual
Framework. The changes in Definition of
Material (Amendments to IAS 1 and IAS 8) all
relate to a revised definition of ‘material’ which
is quoted below from the final amendments
“Information is material if omitting, misstating
or obscuring it could reasonably be expected
to influence decisions that the primary users of
general purpose financial statements make on
the basis of those financial statements, which
provide financial information about a specific
reporting entity.’

The Board has also removed the definition of
material omissions or misstatements from IAS 8
Accounting Policies, Changes in Accounting
Estimates and Errors. The amendments are
effective from 1 January 2020 but may be
applied earlier. However, the Board does not
expect significant change - the refinements
are not intended to alter the concept of
materiality. The amendment is not expected to
have a significant impact on the annual
financial statements.
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d Amendments to IAS 39, IFRS 9 and IFRS 7
(Interest Rate Benchmark Reform)
Amendments to IFRS 9, IAS 39 and IFRS 7 have
now been issued to address uncertainties
related to the ongoing reform of interbank
offered rates (IBOR). The amendments provide
targeted relief for financial instruments
qualifying for hedge accounting in the lead up
to IBOR reform.

The amendments address issues affecting
financial reporting in the period leading up to
IBOR reform, are mandatory and apply to all
hedging relationships directly affected by
uncertainties related to IBOR reform. The
amendments are effective from 1 January
2020. Early application is permitted. The
amendments are not expected to have a
significant impact on the annual financial
statements.

e IFRS 17 Insurance Contracts
IFRS 17 supersedes IFRS 4 Insurance Contracts
and aims to increase comparability and
transparency about profitability. The new
standard introduces a new comprehensive
model (“general model”) for the recognition and
measurement of liabilities arising from insurance
contracts. In addition, it includes a simplified
approach and modifications to the general
measurement model that can be applied in
certain circumstances and to specific contracts,
such as:

- Reinsurance contracts held;

- Direct participating contracts; and

- Investment contracts with discretionary

participation features.

Under the new standard, investment
components are excluded from insurance
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revenue and service expenses. Entities can also
choose to present the effect of changes in
discount rates and other financial risks in profit or
loss or OCl. The new standard includes various
new disclosures and requires additional
granularity in disclosures to assist users to assess
the effects of insurance contracts on the entity’s
financial statements. The entity is in the process
of determining the impact of IFRS 17 and will
provide more detailed disclosure on the impact
in future financial statements. The standard is
effective for annual periods beginning on or after
1 January 2021. Early adoption is permitted. The
amendment is not expected to have a significant
impact on the annual financial statements.

f Amendments to IFRS 10 and IAS 28 (Sale or
Contribution of Assets between an Investor
and its Associate or Joint Venture)

The amendments require the full gain to be
recognized when assets transferred between an
investor and its associate or joint venture meet
the definition of a‘business’under IFRS 3
Business Combinations. Where the assets
transferred do not meet the definition of a
business, a partial gain to the extent of unrelated
investors'interests in the associate or joint
venture is recognized. The definition of a
business is key to determining the extent of the
gain to be recognized.

The IASB has decided to defer the effective date
for these amendments indefinitely. Adoption is
still permitted. When a parent loses control of a
subsidiary in a transaction with an associate or
joint venture (JV), there is a conflict between the
existing guidance on consolidation and equity
accounting. Under the consolidation standard,
the parent recognizes the full gain on the loss of
control. But under the standard on associates

Our approach Looking to
to sustainability the future

and JVs, the parent recognizes the gain only to
the extent of unrelated investors'interests in the
associate or JV. In either case, the loss is
recognized in full if the underlying assets are
impaired.

4 SIGNIFICANT ACCOUNTING POLICIES

The Group has consistently applied the following
accounting policies to all periods presented in these
consolidated financial statements, except if
mentioned otherwise (see also Note 5). Set out below
is an index of the significant accounting policies, the
details of which are available on the pages that follow.

4.1 Basis of consolidation

The financial statements of the subsidiary used to
prepare the consolidated financial statements were
prepared as of the Bank's reporting date.

a Subsidiaries

‘Subsidiaries’are entities controlled by the Group.
The Group ‘controls'an entity if it is exposed to, or
has rights to, variable returns from its
involvement with the entity and has the ability to
affect those returns through its power over the
entity. The Group reassesses whether it has
control if there are changes to one or more of the
elements of control. This includes circumstances
in which protective rights held (e.g. those
resulting from a lending relationship) become
substantive and lead to the Group having power
over an investee.

Changes in the Group's interest in a subsidiary
that do not result in a loss of control are
accounted for as equity transactions
(transactions with owners). Any difference
between the amount by which the non-
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controlling interest is adjusted and the fair value
of the consideration paid or received is
recognised directly in equity and attributed to
the Group. Gains or losses on the partial disposal
(where control is not lost) of the group's interest
in a subsidiary to non-controlling interests are
also accounted for directly in equity.

In the separate financial statements, investments
in subsidiaries and associates are measured at
cost less any accumulated impairment losses
(where applicable).

The financial statements of subsidiaries are
included in the consolidated financial statements
from the date on which control commences until
the date on which control ceases.

b Non-controlling interests

The Group elects on each acquisition to initially
measure non-controlling interests on the
acquisition date at either fair value or at the non-
controlling interest's proportionate share of the
subsidiary's identifiable net assets.

Identifiable assets acquired, liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date, irrespective of the
extent of any non-controlling interest. The excess
of the sum of the consideration transferred
(including contingent consideration), the value of
non-controlling interest recognised and the
acquisition date fair value of any previously held
equity interest in the subsidiary over the fair
value of identifiable net assets acquired is
recorded as goodwill.
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4.2

¢ Common control transactions

Common control transactions, in which the
company is the ultimate parent entity both
before and after the transaction, are accounted
for at book value.

d Loss of Control

On loss of control, the Group derecognizes the
assets and liabilities of the subsidiary, any
controlling interests and the other components
of equity related to the subsidiary. Any surplus or
deficit arising on the loss of control is recognised
in profit or loss. If the Group retains any interest
in the previous subsidiary, then such interest is
measured at fair value at the date that control is
lost. Subsequently, that retained interest is
accounted for as an equity-accounted investee
or in accordance with the Group's accounting
policy for financial instruments depending on
the level of influence retained.

e Transactions eliminated on consolidation
Intra-group balances and transactions, and any
unrealised income and expenses (except for
foreign currency transaction gains or losses)
arising from intra-group transactions, are
eliminated. Unrealised losses are eliminated in
the same way as unrealised gains, but only to the
extent that there is no evidence of impairment.
Accounting policies of subsidiaries have been
changed where necessary to ensure consistency
with the policies adopted by the Group.

Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translated
into the respective functional currencies of
Group companies at the exchange rates at the
date of the transactions. Monetary assets and
liabilities denominated in foreign currencies are

Our approach Looking to Appendices
to sustainability the future

4.3

translated into the functional currency at the
exchange rate at the reporting date. The foreign
currency gain or loss on monetary items is the
difference between the amortised cost in the
functional currency at the beginning of the year,
adjusted for effective interest, impairment and
payments during the year, and the amortised
cost in the foreign currency translated at the spot
exchange rate at the end of the year.

Non-monetary assets and liabilities that are
measured at fair value in a foreign currency are
translated into the functional currency at the
exchange rate when the fair value is determined.
Non-monetary items that are measured based
on historical cost in a foreign currency are
translated at the exchange rate at the date of the
transaction.

Interest

a Effective interest rate

Interest income and expense are recognised in
profit or loss using the effective interest method.
The ‘effective interest rate’is the rate that exactly
discounts estimated future cash payments or
receipts through the expected life of the financial
instrument to:

the gross carrying amount of the financial asset;
or the amortised cost of the financial liability.

When calculating the effective interest rate for
financial instruments other than purchased or
originated credit-impaired assets, the Group
estimates future cash flows considering all
contractual terms of the financial instrument, but
not ECL. For purchased or originated credit
impaired financial assets, a credit-adjusted
effective interest rate is calculated using
estimated future cash flows including ECL.
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The calculation of the effective interest rate
includes transaction costs and fees and points
paid or received that are an integral part of the
effective interest rate. Transaction costs include
incremental costs that are directly attributable to
the acquisition or issue of a financial asset or
financial liability.

b Amortized cost and gross carrying amount
The‘amortized cost’ of a financial asset or
financial liability is the amount at which the
financial asset or financial liability is measured on
initial recognition minus the principal
repayments, plus or minus the cumulative
amortization using the effective interest method
of any difference between that initial amount
and the maturity amount and, for financial assets,
adjusted for any expected credit loss allowance.
The ‘gross carrying amount of a financial asset'is
the amortized cost of a financial asset before
adjusting for any expected credit loss allowance.

¢ Calculation of interest income and expense
The effective interest rate of a financial asset or
financial liability is calculated on initial
recognition of a financial asset or a financial
liability. In calculating interest income and
expense, the effective interest rate is applied to
the gross carrying amount of the asset (when the
asset is not credit impaired) or to the amortized
cost of the liability. The effective interest rate is
revised as a result of periodic re-estimation of
cash flows of floating-rate instruments to reflect
movements in market rates of interest. The
effective interest rate is also revised for fair value
hedge adjustments at the date on which
amortization of the hedge adjustment begins.

However, for financial assets that have become
credit-impaired subsequent to initial recognition,
interest income is calculated by applying the
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effective interest rate to the amortized cost of
the financial asset. If the asset is no longer credit-
impaired, then the calculation of interest income
reverts to the gross basis.

For financial assets that were credit-impaired on
initial recognition, interest income is calculated
by applying the credit-adjusted effective interest
rate to the amortized cost of the asset. The
calculation of interest income does not revert to
a gross basis, even if the credit risk of the asset
improves. For information on when financial
assets are credit-impaired, see Note 4.7(g).

d Presentation

Interest income calculated using the effective
interest method presented in the statement of
profit or loss and OCl includes interest on
financial assets and financial liabilities measured
at amortized cost

Interest expense presented in the statement of
profit or loss and OCl includes:
- financial liabilities measured at amortized
cost; and
- interest expense on lease liabilities
- negative interest on financial assets; and

Interest income and expense on other financial
assets and financial liabilities at FVTPL are
presented in net income and from other financial
instruments at FVTPL (see 4.4). Cash flows related
to capitalized interest are presented in the
statement of cash flows consistently with interest
cash flows that are not capitalized.

Other income presented in the statement of
profit or loss and OCl includes income earned by
the Bank from the Industrial Training Fund (ITF)
Levy for providing relevant training to its staff.

4.4 Netincome from other financial instruments

4.5

at fair value through profit or loss

Net income from other financial instruments at
FVTPL relates to non-trading derivatives held for
risk management purposes that do not form part
of qualifying hedging relationships, financial
assets and financial liabilities designated as at
FVTPL and also non-trading assets mandatorily
measured at FVTPL. The line item includes fair
value changes, interest, dividends and foreign
exchange differences.

Leases

The Group has applied IFRS 16 using the
modified retrospective approach and therefore
the comparative information has not been
restated and continues to be reported under IAS
17 and IFRIC 4. The details of accounting policies
under IAS 17 and IFRIC 4 are disclosed separately.

a Policy applicable from 1 January 2019

At inception of a contract, the Group assesses
whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
for consideration. To assess whether a contract
conveys the right to control the use of an
identified asset, the Group uses the definition of
alease in IFRS 16. This policy is applied to
contracts entered into (or changed) on or after 1
January 2019.
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i Group acting as a lessee

At commencement or on modification of a
contract that contains a lease component, the
Group allocates consideration in the contract
to each lease component on the basis of its
relative standalone price. However, for leases of
branches and office premises the Group has
elected not to separate non-lease components
and accounts for the lease and non-lease
components as a single lease component.

The Group recognizes a right-of-use asset and
a lease liability at the lease commencement
date. The right-of-use asset is initially measured
at cost, which comprises the initial amount of
the lease liability adjusted for any lease
payments made at or before the
commencement date, plus any initial direct
costs incurred and an estimate of costs to
dismantle and remove any improvements
made to branches or office premises.

The right-of-use asset is included in property
and equipment and is subsequently
depreciated using the straight-line method
from the commencement date to the end of
the lease term. In addition, the right-of-use
asset is periodically reduced by impairment
losses, if any, and adjusted for certain
remeasurements of the lease liability.

The lease liability is initially measured at the
present value of the lease payments that are
not paid at the commencement date,
discounted using the interest rate implicit in
the lease or, if that rate cannot be readily
determined, the Group’s incremental
borrowing rate. Generally, the Group uses its
incremental borrowing rate as the discount
rate.

| DBN Development
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The Group determines its weighted average
incremental borrowing rate applied to lease
liabilities by analyzing its borrowings from
various external sources and makes certain
adjustments to reflect the terms of the lease
and type of asset leased.

Lease payments included in the measurement

of the lease liability comprise the following:

- fixed payments, including in-substance fixed
payments;

- variable lease payments that depend on an
index or a rate, initially measured using the
index or rate as at the commencement
date;-amounts expected to be payable
under a residual value guarantee; and

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

The lease liability is measured at amortized
cost using the effective interest method. It is
remeasured when there is a change in future
lease payments arising from a change in an
index or rate, if there is a change in the
Group's estimate of the amount expected to
be payable under a residual value guarantee,
if the Group changes its assessment of
whether it will exercise a purchase, extension
or termination option or if there is a revised
in-substance fixed lease payment.

When the lease liability is remeasured in this
way, a corresponding adjustment is made to
the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the

carrying amount of the right-of-use asset has
been reduced to zero.

The Group presents right-of-use assets in
‘property and equipment’and lease liabilities
in‘other liabilities'in the statement of
financial position.

Short-term leases and leases of low-value
assets

The Group has elected not to recognize
right-of-use assets and lease liabilities for
leases of low-value assets and short-term
leases, including leases of IT equipment. The
Group recognizes the lease payments
associated with these leases as an expense
on a straight-line basis over the lease term

ii Group acting as a lessor

At inception or on modification of a contract
that contains a lease component, the Group
allocates the consideration in the contract to
each lease component on the basis of their
relative stand-alone selling prices. When the
Group acts as a lessor, it determines at lease
inception whether the lease is a finance
lease or an operating lease.

To classify each lease, the Group makes an
overall assessment of whether the lease
transfers substantially all of the risks and
rewards incidental to ownership of the
underlying asset. If this is the case, then the
lease is a finance lease; if not, then it is an
operating lease. As part of this assessment,
the Group considers certain indicators such
as whether the lease is for the major part
of the economic life of the asset.

The Group applies the derecognition and
impairment requirements in IFRS 9 to the net
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The Group further regularly reviews 4.6 Tax expense which deals with taxes levied on a net rather c Deferred tax profits improves. 4.7 Financial assets and financial liabilities
estimated unguaranteed residual values than on a gross amount. Current tax also Deferred tax is recognized in respect of
used in calculating the gross investment in Income tax expense comprises current and includes any tax arising from dividends. temporary differences between the carrying Unrecognized deferred tax assets are reassessed a Recognition and initial measurement
the lease. deferred tax. It is recognized in profit or loss amounts of assets and liabilities for financial at each reporting date and recognized to the The Group initially recognizes loans and
b Policy applicable before 1 January 2019 except to the extent that it relates to items Current income tax is recognized as an expense reporting purposes and the amounts used for extent that it has become probable that future advances, deposits, debt securities issued and
For contracts entered into before 1 January 2019, recognized directly in equity or OCI. for the period and adjustments to past periods, taxation purposes. taxable profits will be available against which subordinated liabilities on the date on which
the Group determined whether the arrangement except to the extent that current tax related to they can be used. they are originated. All other financial
was or contained a lease based on the The Group has determined that interest and items that are charged or credited in OCl or Deferred tax is not recognized for: instruments (including regular-way purchases
assessment of whether: penalties related to income taxes, including directly to equity. Current tax assets and liabilities - temporary differences on the initial recognition Deferred tax is measured at the tax rates that are and sales of financial assets) are recognized on
- fulfilment of the arrangement was uncertain tax treatments, do not meet the are offset only if certain criteria are met. of assets or liabilities in a transaction that is not expected to be applied to temporary differences the trade date, which is the date on which the
dependent on the use of a specific asset definition of income taxes, and therefore has a business combination and that affects when they reverse, using tax rates enacted or Group becomes a party to the contractual
or assets; and accounted for them under IAS 37 Provisions, b Minimum tax neither accounting nor taxable profit or loss; substantively enacted at the reporting date, and provisions of the instrument.
- the arrangement had conveyed a right to Contingent Liabilities and Contingent Assets and The Bank is subject to the Companies Income Tax - temporary differences related to investments in reflects uncertainty related to income taxes, if
use the asset. has recognized the related expenses in ‘other Act (CITA). Total amount of tax payable under subsidiaries to the extent that the Group is able there is any. A financial asset or financial liability is measured
expenses. CITA'is determined based on the higher of two to control the timing of the reversal of the initially at fair value plus, for an item not at fair
i Asalessee components namely Company Income Tax temporary differences and it is probable that The measurement of deferred tax reflects the tax value through profit or loss (FVTPL), transaction
The Group did not have any finance leases a Current income tax (based on taxable income (or loss) for the year); they will not reverse in the foreseeable future; consequences that would follow from the costs that are directly attributable to its
under IAS 17. Assets held under other leases Current income tax comprises the expected tax and Minimum tax (determined as 0.5% of and manner in which the Group expects, at the acquisition or issue. The fair value of a financial
were classified as operating leases and were payable or receivable on the taxable income or turnover). Taxes based on taxable profit for the - taxable temporary differences arising on the reporting date, to recover or settle the carrying instrument at initial recognition is generally its
not recognized in the Group's statement of loss for the year and any adjustment to the tax period are treated as income tax in line with IAS initial recognition of goodwill. amount of its assets and liabilities. For this transaction price. See Note 4.7(f) for a description
financial position. Payments made under payable or receivable in respect of previous 12; whereas Minimum tax which is based on a purpose, the carrying amount of investment of the policy if the fair value of a financial
operating leases were recognized in profit or years. The amount of current tax payable or gross amount is outside the scope of IAS 12 and property measured at fair value is presumed to instrument at initial recognition differs from the
loss on a straight-line basis over the term of receivable is the best estimate of the tax amount therefore, are not presented as part of income Deferred tax assets are recognized for unused tax be recovered through sale, and the Group has transaction price.
the lease. Lease incentives received were expected to be paid or received that reflects tax expense in the profit or loss. losses, unused tax credits and deductible not rebutted this presumption. Deferred tax
recognized as an integral part of the total lease uncertainty related to income taxes, if any. It is temporary differences to the extent that it is assets and liabilities are offset only if certain b Classification
expense, over the term of the lease. measured using tax rates enacted or Where the minimum tax charge is higher than probable that future taxable profits will be Criteria are met. Financial assets
substantively enacted at the reporting date. the Company Income Tax (CIT), the minimum tax available against which they can be used. Future On initial recognition, a financial asset is classified
ii As a lessor charge is recognized in the profit or loss taxable profits are determined based on the as measured at: amortized cost, fair value
When the Group acted as a lessor, it Current income tax consists of Company Income presented above the income tax line as reversal of relevant taxable temporary through other comprehensive income (FVOCI) or
determined at lease inception whether each Tax, Education tax, National Information Minimum tax. differences. If the amount of taxable temporary FVTPL. A financial asset is measured at amortized
lease was a finance lease or an operating lease. Technology Development Agency levy (NITDA) differences is insufficient to recognize a deferred cost if it meets both of the following conditions
To classify each lease, the Group made an and Nigeria Police Trust Fund (PTF) levy. Prior to 31 December 2019, DBN was exempted tax asset in full, then future taxable profits, and is not designated
overall assessment of whether the lease Company Income tax is assessed at 30% from minimum tax in line with section 33 of the adjusted for reversals of existing temporary - asat FVTPL:
transferred substantially all of the risks and statutory rate of total profit whereas Education amended Companies Income Tax Act as it has differences, are considered, based on business - the asset is held within a business model
rewards incidental to ownership of the tax is computed as 2% of assessable profit, NITDA 25% imported equity capital. However, from plans for individual subsidiaries in the Group. whose objective is to hold assets to collect
underlying asset. If this was the case, then the levy is a 1% levy on Profit Before Tax of the Bank 2020 year of assessment, that is 2019 financial Deferred tax assets are reviewed at each contractual cash flows; and the contractual
lease was a finance lease; if not, then it was an and PTF levy is 0.005% of the net profit (defined year end since tax is assessed on a preceding reporting date and are reduced to the extent terms of the financial asset give rise on
operating lease. As part of this assessment, the as profit after tax) of the Bank. The PTF levy is year basis, DBN has applied the minimum tax that it is no longer probable that the related tax specified dates to cash flows that are solely
Group considered certain indicators such as charged on the net profit of the company for the rule in line with the finance act 2020 which benefit will be realized; such reductions are payments of principal and interest (SPPI).
whether the lease was for the major part of the year and therefore falls within the scope of IAS 12 stipulates 0.5% of turnover. reversed when the probability of future taxable
economic life of the asset.
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- Adebtinstrument is measured at FVOCI only
if it meets both of the following conditions
and is not designated as at FVTPL:

- the asset is held within a business model
whose objective is achieved by both
collecting contractual cash flows and selling
financial assets; and

- the contractual terms of the financial asset
give rise on specified dates to cash flows
that are SPPI.

On initial recognition of an equity investment
that is not held for trading, the Group may
irrevocably elect to present subsequent changes
in fair value in OCI. This election is made on an
investment-by-investment basis. All other
financial assets are classified as measured at
FVTPL. In addition, on initial recognition, the
Group may irrevocably designate a financial asset
that otherwise meets the requirements to be
measured at amortized cost or at FVOCI as at
FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would
otherwise arise.

Business model assessment

The Group makes an assessment of the objective of a

business model in which an asset is held at a portfolio

level because this best reflects the way the business is
managed and information is provided to
management. The information considered includes:

- the stated policies and objectives for the
portfolio and the operation of those policies in
practice. In particular, whether management’s
strategy focuses on earning contractual interest
revenue, maintaining a particular interest rate
profile, matching the duration of the financial
assets to the duration of the liabilities that are
funding those assets or realizing cash flows
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through the sale of the assets; how the
performance of the portfolio is evaluated and
reported to the Group’s management;

- therisks that affect the performance of the
business model (and the financial assets held
within that business model) and its strategy for -

- how those risks are managed,;

- how managers of the business are compensated
(e.g. whether compensation is based on the fair
value of the assets managed or the contractual
cash flows collected); and the frequency, volume
and timing of sales in prior periods, the reasons
for such sales and its expectations about future
sales activity.

However, information about sales activity is not
considered in isolation, but as part of an overall
assessment of how the Group's stated objective for
managing the financial assets is achieved and how
cash flows are realized.

The Group's wholesale banking business comprises
primarily loans to PFls that are held for collecting
contractual cash flows. Sales of loans from this
portfolio is very rare.

Certain debt securities are held by Treasury units in a
separate portfolio to meet everyday liquidity needs.
The Group seeks to minimize the costs of managing
these liquidity needs and therefore actively manages
the return on the portfolio. That return consists of
collecting contractual cash flows as well as gains and
losses from the sale of financial assets. These securities
may be sold, but such sales are not expected to be
more than infrequent. The group considers that these
securities are held within a business model whose
objective is to hold assets to collect the contractual
cash flows.

Our approach Looking to
to sustainability the future

Financial assets that are held for trading or managed
and whose performance is evaluated on a fair value
basis are measured at FVTPL because they are neither
held to collect contractual cash flows nor held both
to collect contractual cash flows and to sell financial
assets

Assessment of whether contractual cash flows are
solely payments of principal and interest

For the purposes of this assessment, ‘principal’is
defined as the fair value of the financial asset on initial
recognition.‘Interest’is defined as consideration for
the time value of money and for the credit risk
associated with the principal amount outstanding
during a particular period of time and for other basic
lending risks and costs (e.g. liquidity risk and
administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are
SPPI, the Group considers the contractual terms of the
instrument. This includes assessing whether the
financial asset contains a contractual term that could
change the timing or amount of contractual cash
flows such that it would not meet this condition. In
making the assessment, the Group considers:

- contingent events that would change the
amount and timing of cash flows;

- leverage features;

- prepayment and extension terms;

- termsthat limit the Group’s claim to cash flows
from specified assets (e.g. non-recourse loans);
and
features that modify consideration of the time
value of money (e.g. periodical reset of interest
rates).
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Non-recourse loans

In some cases, loans made by the Group that are
secured by collateral of the borrower limit the Group's
claim to cash flows of the underlying collateral (non-
recourse loans). The group applies judgment in
assessing whether the non-recourse loans meet the
SPPI criterion. The Group typically considers the
following information when making this judgement:

- whether the contractual arrangement specifically
defines the amounts and dates of the cash
payments of the loan;

- thefair value of the collateral relative to the
amount of the secured financial asset;

- the ability and willingness of the borrower to
make contractual payments, notwithstanding a
decline in the value of collateral;

- whether the borrower is an individual or a
substantive operating entity or is a special-
purpose entity;

- the Group's risk of loss on the asset relative to a
full-recourse loan;

- the extent to which the collateral represents all or
a substantial portion of the borrower’s assets; and

- whether the Group will benefit from any upside
from the underlying assets.

Reclassifications

Financial assets are not reclassified subsequent to
their initial recognition, except in the period after the
Group changes its business model for managing
financial assets.

N | Development
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c Derecognition

Financial Assets

The Group derecognizes a financial asset when
the contractual rights to the cash flows from the
financial asset expire (see also 4.7 d), or it
transfers the rights to receive the contractual
cash flows in a transaction in which substantially
all of the risks and rewards of ownership of the
financial asset are transferred or in which the
Group neither transfers nor retains substantially
all of the risks and rewards of ownership and it
does not retain control of the financial asset.

On derecognition of a financial asset, the
difference between the carrying amount of the
asset (or the carrying amount allocated to the
portion of the asset derecognized) and the sum
of (i) the consideration received (including any
new asset obtained less any new liability
assumed) and (i) any cumulative gain or loss that
had been recognized in OCl is recognized in
profit or loss. Any cumulative gain/loss
recognized in OCl in respect of equity
investment securities designated as at FVOCl is
not recognized in profit or loss on derecognition
of such securities. Any interest in transferred
financial assets that qualify for derecognition that
is created or retained by the Group is recognized
as a separate asset or liability.

In transactions in which the Group neither
retains nor transfers substantially all of the risks
and rewards of ownership of a financial asset and
it retains control over the asset, the Group
continues to recognize the asset to the extent of
its continuing involvement, determined by the
extent to which it is exposed to changes in the
value of the transferred asset.

Our approach Looking to
to sustainability the future

Financial liabilities

The Group derecognizes a financial liability when its
contractual obligations are discharged or cancelled,
or expire.

d Modifications of financial assets and
financial liabilities

Financial assets

If the terms of a financial asset are modified,
then the Group evaluates whether the cash
flows of the modified asset are substantially
different.

If the cash flows are substantially different, then
the contractual rights to cash flows from the
original financial asset are deemed to have
expired. In this case, the original financial asset is
derecognized (see 4.7¢) and a new financial asset
is recognized at fair value plus any eligible
transaction costs. Any fees received as part of the
modification are accounted for as follows:

- fees that are considered in determining the fair
value of the new asset and fees that represent
reimbursement of eligible transaction costs are
included in the initial measurement of the
asset; and

- other fees are included in profit or loss as part
of the gain or loss on derecognition.

If cash flows are modified when the borrower is in
financial difficulties, then the objective of the
modification is usually to maximize recovery of the
original contractual terms rather than to originate a
new asset with substantially different terms. If the
Group plans to modify a financial asset in a way that
would result in forgiveness of cash flows, then it first
considers whether a portion of the asset should be
written off before the modification takes place (see

Appendices
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"write-off" policy). This approach impacts the result of
the quantitative evaluation and means that the
derecognition criteria are not usually met in such
cases.

If the modification of a financial asset measured at
amortized cost or FVOCI does not result in
derecognition of the financial asset, then the Group
first recalculates the gross carrying amount of the
financial asset using the original effective interest rate
of the asset and recognizes the resulting adjustment
as a modification gain or loss in profit or loss. For
floating-rate financial assets, the original effective
interest rate used to calculate the modification gain
or loss is adjusted to reflect current market terms at
the time of the modification. Any costs or fees
incurred and modification fees received adjust the
gross carrying amount of the modified financial asset
and are amortized over the remaining term of the
modified financial asset.

If such a modification is carried out because of
financial difficulties of the borrower (see 4.7(g)), then
the gain or loss is presented together with
impairment losses. In other cases, it is presented as
interest income calculated using the effective interest
rate method (see 4.3).

Financial liabilities

The Group derecognizes a financial liability when its
terms are modified and the cash flows of the
modified liability are substantially different. In this
case, a new financial liability based on the modified
terms is recognized at fair value. The difference
between the carrying amount of the financial liability
derecognized and the consideration paid is
recognized in profit or loss. Consideration paid
includes non-financial assets transferred, if any, and
the assumption of liabilities, including the new
modified financial liability.
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If the modification of a financial liability is not
accounted for as derecognition, then the amortized
cost of the liability is recalculated by discounting the
modified cash flows at the original effective interest
rate and the resulting gain or loss is recognized in
profit or loss. For floating-rate financial liabilities, the
original effective interest rate used to calculate the
modification gain or loss is adjusted to reflect current
market terms at the time of the modification. Any
costs and fees incurred are recognized as an
adjustment to the carrying amount of the liability and
amortized over the remaining term of the modified
financial liability by re-computing the effective
interest rate on the instrument.

e Offsetting

Financial assets and financial liabilities are offset
and the net amount presented in the statement
of financial position when, and only when, the
Group currently has a legally enforceable right to
set off the amounts and it intends either to settle
them on a net basis or to realize the asset and
settle the liability simultaneously.

Income and expenses are presented on a net
basis only when permitted under IFRS Standards,
or for gains and losses arising from a group of
similar transactions.

f Fair value measurement

‘Fair value'is the price that would be received to
sell an asset or paid to transfer a liability in an
orderly transaction between market participants
at the measurement date in the principal or, in its
absence, the most advantageous market to
which the Group has access at that date. The fair
value of a liability reflects its non-performance
risk.

When one is available, the Group measures the

Our approach Looking to Appendices
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fair value of an instrument using the quoted
price in an active market for that instrument. A
market is regarded as ‘active’if transactions for
the asset or liability take place with sufficient
frequency and volume to provide pricing
information on an ongoing basis.

If there is no quoted price in an active market,
then the Group uses valuation techniques that
maximize the use of relevant observable inputs
and minimize the use of unobservable inputs.
The chosen valuation technique incorporates all
of the factors that market participants would
take into account in pricing a transaction.

The best evidence of the fair value of a financial
instrument on initial recognition is normally the
transaction price - i.e. the fair value of the
consideration given or received. If the Group
determines that the fair value on initial
recognition differs from the transaction price and
the fair value is evidenced neither by a quoted
price in an active market for an identical asset or
liability nor based on a valuation technique for
which any unobservable inputs are judged to be
insignificant in relation to the difference, then the
financial instrument is initially measured at fair
value, adjusted to defer the difference between
the fair value on initial recognition and the
transaction price. Subsequently, that difference is
recognized in profit or loss on an appropriate
basis over the life of the instrument but no later
than when the valuation is wholly supported by
observable market data or the transaction is
closed out.

If an asset or a liability measured at fair value has
a bid price and an ask price, then the Group

measures assets and long positions at a bid price
and liabilities and short positions at an ask price.
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The fair value of a financial liability with a
demand feature (e.g. a demand deposit) is not
less than the amount payable on demand,
discounted from the first date on which the
amount could be required to be paid.

The Group recognizes transfers between levels of
the fair value hierarchy as of the end of the
reporting period during which the change has
occurred.

g Impairment

See also Note 6.4(c).

The Group recognizes loss allowances for

expected credit loss (ECL) on the following

financial instruments that are not measured at

FVTPL:

- financial assets that are debt instruments; and

- lease receivables;

No impairment loss is recognized on equity
investments.

The Group measures loss allowances at an
amount equal to lifetime ECL, except for the
following, for which they are measured as 12-
month ECL:

- debt investment securities that are determined
to have low credit risk at the reporting date;
and

- other financial instruments (other than lease
receivables) on which credit risk has not
increased significantly since their initial
recognition (see Note 6.4(c).

Loss allowances for lease receivables are always
measured at an amount equal to lifetime ECL -

The Group considers a debt investment security to
have low credit risk when its credit risk rating is
equivalent to the globally understood definition of
‘investment grade’ The Group does not apply the low
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credit risk exemption to any other financial
instruments.

12-month ECL are the portion of lifetime ECL that
result from default events on a financial instrument
that are possible within the 12 months after the
reporting date. Financial instruments for which 12-
month ECL are recognized are referred to as’Stage 1
financial instruments’ Financial instruments allocated
to Stage 1 have not undergone a significant increase
in credit risk since initial recognition and are not
credit-impaired.

Lifetime ECL are the ECL that result from all possible
default events over the expected life of the financial
instrument or the maximum contractual period of
exposure. Financial instruments for which lifetime ECL
are recognized but that are not credit-impaired are
referred to as'Stage 2 financial instruments’ Financial
instruments allocated to Stage 2 are those that have
experienced a significant increase in credit risk since
initial recognition but are not credit-impaired.
Financial instruments for which lifetime ECL are
recognized and that are credit-impaired are referred
to as‘Stage 3 financial instruments’

Measurement of ECL
ECL are a probability-weighted estimate of credit
losses. They are measured as follows:

- financial assets that are not credit-impaired at
the reporting date: as the present value of all
cash shortfalls (i.e. the difference between the
cash flows due to the entity in accordance
with the contract and the cash flows that the
Group expects to receive);

- financial assets that are credit-impaired at the
reporting date: as the difference between the
gross carrying amount and the present value
of estimated future cash flows; and

Our approach Looking to Appendices
to sustainability the future

- undrawn loan commitments: as the present
value of the difference between the
contractual cash flows that are due to the
Group if the commitment is drawn down and
the cash flows that the Group expects to
receive;-

When discounting future cash flows, the following
discount rates are used:

- financial assets other than purchased or
originated credit-impaired (POCI) financial
assets and lease receivables: the original
effective interest rate or an approximation
thereof;

- POClI assets: a credit-adjusted effective interest
rate;

- lease receivables: the discount rate used in
measuring the lease receivable; and

- undrawn loan commitments: the effective
interest rate, or an approximation thereof, that
will be applied to the financial asset resulting
from the loan commitment.

See also Note 6.4(c)(vi).

Measurement of 12-month ECL

12-month ECL is defined as a portion of the lifetime
ECLs that will result if a default occurs in the 12
months after the reporting date (or a shorter period if
the expected life of a financial instrument is less than
12 months), weighted by the probability of that
default occurring. They are not the actual losses on
financial instruments that are forecasted to actually
defaultin the next 12 months.

Measurement of Lifetime ECL

Lifetime ECLs are the ECLs that result from all possible
default events over the expected life of a financial
instrument. They would be estimated based on the
present value of all cash shortfalls over the remaining
expected life of the financial asset, i.e., the difference
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between:
- The contractual cash flows that are due to the
Group under the contract, and
- The cash flows that the Group expects to
receive

As ECLs take into account both the amount and the
timing of payments, a credit loss arises even if the
Group expects to receive all the contractual payments
due, but at a later date. The DBN Group recognizes
lifetime expected credit losses on its loan and debt
portfolios that have had a significant increase in credit
risk since initial recognition with no objective
evidence of impairment. In order to do this,
management develops lifetime Probabilities of
Default (PDs), Exposures At Default (EADs) and Loss
Given Default (LGDs).

Significant increase in credit risk or low credit risk
For its loans to PFls, the Group monitors the credit risk
using its Internal and External Credit Rating assigned
at origination of the loans, each credit rating has an
assigned PD. A change in credit rating that will cause
a movement between grades is considered a
significant increase in credit risk. The Group has a
robust system in place for determining significant
increase in credit risk which are split into quantitative,
qualitative and backstop indicators.

Quantitative indicators
These include the following:

- material breach of contract, such as a default
or delinquency in interest or principal
payments

- the financial asset is 90 days past due except
for specialized loans for which the
presumption is rebutted
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Qualitative indicators
These include the following:
- internal risk classification — Classification as
performing, watchlist and non-performing
- actual or expected significant change in the
financial instrument’s credit rating
- identification of the loan or customer on a
‘Watchlist'or other forbearance indicators
- significant financial difficulty of a borrower or
issuer
- restructure of the facility based on financial
issues with the borrower
- Management override

Backstop indicators
- This applies when the financial asset is 30 days
past due on repayment of principal and
interest.

Forward looking information

In determining whether there has been a significant
increase in credit risk and in determining the
expected credit loss calculation, IFRS 9 requires the
consideration of forward-looking information. The
determination of significant increase in credit risk is
required to include consideration of all reasonable
and supportable information available without undue
cost or effort. This information will typically include
forward-looking information based on expected
macroeconomic conditions and specific factors that
are expected to impact individual portfolios.

The incorporation of forward-looking information
represents a significant change from existing
accounting requirements which are based on
observable events. The use of such forward-looking
information will increase the use of management
judgement and is expected to increase the volatility
of impairment provisions as a result of continuous
changes in future expectations. The forward-looking

Our approach Looking to
to sustainability the future

framework will be based on the Group's economic
expectations, industry and sub-sector-specific
expectations, as well as expert management
judgement.

The forward-looking information adopted in the
Group’s IFRS 9 model include the following: Inflation
rate, USD exchange rate and Real GDP growth.

The list is not exhaustive, and the Group may add or
remove economic indicators as it deems necessary.
The forward looking macro economic indices are
sourced from credible external agencies such as:
Central Bank of Nigeria, (Nigerian) National Bureau of
Statistics, International Monetary Fund, World Bank
and any other online repository of macro-economic
data.

The macro-economic indices are projected for three
possible scenarios being best-estimate, optimistic
and downturn forecasts. The projected macro-
economic indices for the three (3) scenarios are then
probability weighted to arrive at a single scenario
which is used to calculate the ECL.

Default is not specifically defined in IFRS 9. The
Group's definition of default follows CBN prudential
guidelines, which provides that a credit facility is
deemed non-performing when:
- Interest or principal is due and unpaid for 90
days or more
- Interest payment equals to 90 days interest or
more have been capitalized, rescheduled, or
rolled over into a new loan (except when a
loan is rescheduled and treated as a new
facility, but provisioning continues until it is
clear that rescheduling is working at a
minimum for a period of 90 days.
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Restructured financial assets

If the terms of a financial asset are renegotiated or
modified or an existing financial asset is replaced with
a new one due to financial difficulties of the borrower,
then an assessment is made of whether the financial
asset should be derecognized (see 4.6d) and ECL are
measured as follows.

- If the expected restructuring will not result in
derecognition of the existing asset, then the
expected cash flows arising from the modified
financial asset are included in calculating the
cash shortfalls from the existing asset (see Note
6.4(c)(iii)).

- If the expected restructuring will result in
derecognition of the existing asset, then the
expected fair value of the new asset is treated
as the final cash flow from the existing financial
asset at the time of its derecognition. This
amount is included in calculating the cash
shortfalls from the existing financial asset that
are discounted from the expected date of
derecognition to the reporting date using the
original effective interest rate of the existing
financial asset.

Credit-impaired financial assets
At each reporting date, the Group assesses whether
financial assets carried at amortized cost, debt
financial assets carried at FVOCI and finance lease
receivables are credit impaired (referred to as ‘Stage 3
financial assets’). A financial asset is ‘credit-impaired’
when one or more events that have a detrimental
impact on the estimated future cash flows of the
financial asset have occurred. Evidence that a financial
asset is credit-impaired includes the following
observable data:
- significant financial difficulty of the borrower
or issuer;
- a breach of contract such as a default or past-
due event;
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- the restructuring of a loan or advance by the
Group on terms that the Group would not
consider otherwise;

- itis becoming probable that the borrower will
enter bankruptcy or other financial
reorganization; or

- the disappearance of an active market for a
security because of financial difficulties.

A loan that has been renegotiated due to a
deterioration in the borrower’s condition is usually
considered to be credit-impaired unless there is
evidence that the risk of not receiving contractual
cash flows has reduced significantly and there are no
other indicators of impairment. In addition, a retail
loan that is overdue for 90 days or more is considered
credit-impaired even when the regulatory definition
of default is different.

In making an assessment of whether an investment in
sovereign debt is credit-impaired, the Group
considers the following factors.

- The market's assessment of creditworthiness as
reflected in bond yields.

- The rating agencies'assessments of
creditworthiness.

- The country’s ability to access the capital
markets for new debt issuance.

- The probability of debt being restructured,
resulting in holders suffering losses through
voluntary or mandatory debt forgiveness.

- The international support mechanisms in place
to provide the necessary support as‘lender of
last resort’to that country, as well as the
intention, reflected in public statements, of
governments and agencies to use those
mechanisms. This includes an assessment of
the depth of those mechanisms and,

Our approach Looking to
to sustainability the future

irrespective of the political intent, whether
there is the capacity to fulfil the required
criteria.

POCl financial assets

POCI financial assets are assets that are credit-
impaired on initial recognition. For POC| assets,
lifetime ECL are incorporated into the calculation of
the effective interest rate on initial recognition.
Consequently, POCl assets do not carry an
impairment allowance on initial recognition. The
amount recognized as a loss allowance subsequent to
initial recognition is equal to the changes in lifetime
ECL since initial recognition of the asset.

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 assets measured at amortized cost: as
a deduction from the gross carrying amount of
the assets;

- loan commitments and financial guarantee
contracts: generally, as a provision;

- where a financial instrument includes both a
drawn and an undrawn component, and the
Group cannot identify the ECL on the loan
commitment component separately from
those on the drawn component: the Group
presents a combined loss allowance for both
components. The combined amount is
presented as a deduction from the gross
carrying amount of the drawn component.
Any excess of the loss allowance over the gross
amount of the drawn component is presented
as a provision; and

- debt instruments measured at FVOCI: no loss
allowance is recognized in the statement of
financial position because the carrying amount

Appendices
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of these assets is their fair value. However, the
loss allowance is disclosed and is recognized in
retained earnings.

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 assets measured at amortized cost: as
a deduction from the gross carrying amount of
the assets; loan commitments and financial
guarantee contracts: generally, as a provision;

- where a financial instrument includes both a
drawn and an undrawn component, and the
Group cannot identify the ECL on the loan
commitment component separately from
those on the drawn component: the Group
presents a combined loss allowance for both
components. The combined amount is
presented as a deduction from the gross
carrying amount of the drawn component.
Any excess of the loss allowance over the gross
amount of the drawn component is presented
as a provision; and

- debt instruments measured at FVOCI: no loss
allowance is recognized in the statement of
financial position because the carrying amount
of these assets is their fair value. However, the
loss allowance is disclosed and is recognized in
the fair value reserve.

Collateral

The Group obtains collateral where appropriate, from
customers to manage their credit risk exposure to the
customers. The collateral normally takes the form of a
lien over the customer’s assets and gives the Group a

claim on these assets for customers in the event that

the customer defaults. The Group may also use other
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credit instruments, such as derivative contracts in
order to reduce their credit risk. Collateral received in
the form of securities is not recorded on the
statement of financial position. Collateral received in
the form of cash is recorded on the statement of
financial position with a corresponding liability.

Write-off

Loans and debt securities are written off (either
partially or in full) when there is no reasonable
expectation of recovering a financial asset in its
entirety or a portion thereof. This is generally the case
when the Group determines that the borrower does
not have assets or sources of income that could
generate sufficient cash flows to repay the amounts
subject to the write-off. This assessment is carried out
at the individual asset level. Recoveries of amounts
previously written off are recognized when cash is
received and are included in‘impairment losses on
financial instruments’in the statement of profit or loss
and OCI. Financial assets that are written off could still
be subject to enforcement activities in order to
comply with the Group’s procedures for recovery of
amounts due.

Financial guarantee contracts held

The Group assesses whether a financial guarantee
contract held is an integral element of a financial
asset that is accounted for as a component of that
instrument or is a contract that is accounted for
separately. The factors that the Group considers when
making this assessment include whether:

- the guarantee is implicitly part of the
contractual terms of the debt instrument;

- the guarantee is required by laws and
regulations that govern the contract of the
debt instrument;

- the guarantee is entered into
at the same time as and in contemplation of
the debt instrument; and

Our approach Looking to
to sustainability the future

- the guarantee is given by the parent of the
borrower or another company within the
borrower’s group.

If the Group determines that the guarantee is an
integral element of the financial asset, then any
premium payable in connection with the initial
recognition of the financial asset is treated as a
transaction cost of acquiring it. The Group considers
the effect of the protection when measuring the fair
value of the debt instrument and when measuring
ECL.

If the Group determines that the guarantee is not an
integral element of the debt instrument, then it
recognizes an asset representing any prepayment of
guarantee premium and a right to compensation for
credit losses. A prepaid premium asset is recognized
only if the guaranteed exposure neither is credit-
impaired nor has undergone a significant increase in
credit risk when the guarantee is acquired. These
assets are recognized in ‘other assets. The Group
presents gains or losses on a compensation right in
profit or loss in the line item ‘impairment losses on
financial instruments.

4.8 Cash and cash equivalents
Cash and cash equivalents include notes and
coins on hand, balances held with central banks
and local banks and highly liquid financial assets
with original maturities of less than three
months, which are subject to insignificant risk of
changes in their fair value and are used by the
Bank in the management of its short-term
commitments.
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4.9 Property and Equipment
a Recognition and measurement
Items of property and equipment are measured
at cost less accumulated depreciation and
accumulated impairment losses. Cost includes
expenditures that are directly attributable to the
acquisition of the asset. When significant parts of
an item of property or equipment have different
useful lives, they are accounted for as separate
items (major components) of property and
equipment. The gain or loss on disposal of an
item of property and equipment is determined
by comparing the proceeds from disposal with
the carrying amount of property and equipment
and are recognized net within other income in
the statement of profit or loss.

b Subsequent costs

Subsequent costs are included in the asset's
carrying amount or recognized as a separate
asset, as appropriate, only when it is probable
that the future economic benefits associated
with the item will flow to the Group and its cost
can be measured reliably. The costs of the day-
to-day repairs and maintenance of property and
equipment are recognized in statement of profit
or loss during the financial period.

¢ Depreciation

Depreciation is recognized in the statement of
profit or loss on a straight-line basis to write
down the cost of items of property and
equipment, to their residual values over the
estimated useful lives. Leased assets under
finance lease are depreciated over the shorter of
the lease term and their useful lives. Depreciation
begins when an asset is available for use and
ceases at the earlier of the date that the asset is
derecognized or classified as held for sale in
accordance with IFRS 5. A non-current asset or
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disposal group is not depreciated while it is
classified as held for sale.

Leasehold lm Leasehold

Land & H Improvements
Building Over the shorter of
the useful life of the

item or lease term

. A
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Assets Buildings

Over the shorter of
the useful life of the
item or lease term

Vehicles

The asset's residual values and useful lives are
reviewed and adjusted if appropriate, at each date of
the statement of financial position. During the year
ended 31 December 2018, the Bank changed its
accounting policy in respect of the useful life of
Computer equipment; from 5 to 3 years during the
year.

Assets are reviewed for impairment whenever events
or changes in circumstances indicate that the
carrying amount may not be recoverable. An asset’s
carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount. The
recoverable amount is the higher of the asset’s fair
value less costs to sell and value in use.

Capital work in progress is not depreciated. Upon
completion it is transferred to the relevant asset
category. Depreciation methods, useful lives and
residual values are reassessed at each reporting date
and adjusted if appropriate.

Our approach Looking to Appendices
to sustainability the future

d De-recognition

An item of property and equipment is
derecognized on disposal or when no future
economic benefits are expected from its use or
disposal. Any gain or loss arising on de-
recognition of the asset (calculated as the
difference between the net disposal proceeds
and the carrying amount of the asset) is included
in the income statement in the year the asset is
derecognized.

4.10 Intangible assets

Software

a Recognition and measurement

Software acquired by the Bank is stated at cost
less accumulated amortization and accumulated
impairment losses. Expenditure on internally
developed software is recognised as an asset
when the Bank is able to demonstrate its
intention and ability to complete the
development and use the software in a manner
that will generate future economic benefits and
can reliably measure the costs to complete the
development. The capitalized costs of internally
developed software include all costs directly
attributable to developing the software and are
amortized over its useful life. Internally
developed software is stated at capitalized cost
less accumulated amortization and impairment.

b Subsequent costs

Subsequent expenditure on software assets is
capitalized only when it increases the future
economic benefits embodied in the specific
asset to which it relates. All other expenditure is
expensed as incurred.
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¢ Amortization

Amortization is recognised in the income
statement on a straight-line basis over the
estimated useful life of the software, from the
date that it is available for use since this most
closely reflects the expected pattern of
consumption of future economic benefits
embodied in the asset. Software has a finite
useful life, the estimated useful life of software
was changed during the year from five to three
years. Amortization methods, useful lives and
residual values are reviewed at each financial
year-end and adjusted if appropriate.

d De-recognition

An intangible item is derecognized on disposal
or when no future economic benefits are
expected from its use or disposal. Any gain or
loss arising on de-recognition of the intangible
asset (calculated as the difference between the
net disposal proceeds and the carrying amount
of the intangible asset) is included in the
statement of profit or loss in the year the
intangible asset is derecognized.

4.11 Provisions

A provision is recognised if, as a result of a past
event, the Group has a present legal or
constructive obligation that can be estimated
reliably and it is probable that an outflow of
economic benefits will be required to settle the
obligation. Provisions are determined by
discounting the expected future cash flows at a
pre-tax rate that reflects current market
assessments of the time value of money and,
where appropriate, the risks specific to the
liability. The increase in the provision due to
passage of time is recognised as interest
expense.
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4.12 Employee benefits

a Defined contribution plans

A defined contribution plan is a post
employment benefit plan under which an entity
pays fixed contributions into a separate entity
and will have no legal or constructive obligation
to pay further amounts. Obligations for
contributions to defined contribution pension
plans are recognised as an expense in the
income statement when they are due in respect
of service rendered before the end of the
reporting period. Prepaid contributions are
recognised as an asset to the extent that a cash
refund or a reduction in future payments is
available. Contributions to a defined contribution
plan that are due more than 12 months after the
end of the reporting period in which the
employees render the service are discounted to
their present value at the reporting date.

The Group operates a defined contribution
pension scheme for employees. Employees and
the Group contribute 8% and 10% respectively of
the qualifying staff salary in line with the
provisions of the Pension Reforms Act.

b Termination benefits

Termination benefits are payable when
employment is terminated by the Group before
the normal retirement date, or whenever an
employee accepts voluntary redundancy in
exchange for these benefits. The Group
recognizes termination benefits at the earlier of
the following dates: (a) when the Group can no
longer withdraw the offer of those benefits; and
(b) when the Group recognizes costs for a
restructuring that is within the scope of I1AS 37
and involves the payment of termination
benefits. In the case of an offer made to

Our approach Looking to Appendices
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encourage voluntary redundancy, the
termination benefits are measured based on the
number of employees expected to accept the
offer. Benefits falling due more than 12 months
after the end of the reporting period are
discounted to their present value.

¢ Short-term employee benefits

Short-term employee benefit obligations are
measured on an undiscounted basis and are
expensed as the related service is provided. A
liability is recognised for the amount expected to
be paid under short-term cash bonus or profit-
sharing plans if the Bank has a present legal or
constructive obligation to pay this amount as a
result of past service provided by the employee
and the obligation can be estimated reliably.

4.13 Share capital and reserves
a Share issue costs
Incremental costs directly attributable to the
issue of an equity instrument are deducted from
the initial measurement of the equity
instruments.

b Dividend on ordinary shares

Dividends on ordinary shares are recognised in
equity in the period when approved by the
shareholders. Dividends for the year that are
declared after the end of the reporting period are
dealt with in the subsequent events note.

¢ Share premium
Premiums from the issue of shares are reported
in the share premium
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d Regulatory risk reserve

The Nigerian banking regulation requires
Development Financial Institutions (DFIs) to
create a reserve for the difference between
impairment charge determined in line with the
principles of IFRS and impairment charge
determined in line with the prudential guidelines
issued by the Central Bank of Nigeria. This reserve
is not available for distribution to shareholders

e Statutory reserve

In line with the Regulatory and Supervisory

Guidelines for DFls in Nigeria, the Bank maintains

a reserve fund and shall out of its net profit after

taxation and before any dividend is declared,

transfer to the statutory reserves as follows:

- Where the reserve fund is less than the paid-up
share capital, a minimum of 30.0 per cent of
the net profits; or

- Where the reserve fund is equal to or in excess
of the paid-up share capital, a minimum of 15.0
per cent of net profit;

- No transfer to the reserve fund shall be made
until all identifiable losses have been made
good.

- AWholesale Development Finance Institution
shall plough back all its profit after tax to
reserve unless it has met the regulatory
minimum capital of N100 billion or such other
amount as the CBN may specify from time to
time.

f Retained earnings

Retained earnings comprise the undistributed
profits and (losses) from previous periods which
have not been reclassified to any specified
reserves
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4.14

Interest income and expense

Interest income and expense for all financial
assets and financial liabilities carried at amortized
cost are recognized in profit or loss using the
effective interest rate method in line with IFRS 9.
This was also the method used in recognition of
interest income and expense prior to December
31,2018 in line with IAS 39. The effective interest
method is a method of calculating the amortized
cost of a financial asset or financial liability and of
allocating the interest income or interest
expense over the relevant period. The effective
interest rate is the rate that exactly discounts
estimated future cash payments or receipts
through the expected life of the financial
instrument to the gross carrying amount of the
financial asset or the amortized cost of the
financial liability or, when appropriate, a shorter
period to the net carrying amount of the
financial asset or financial liability.

When calculating the effective interest rate, the
Group estimates cash flows considering all
contractual terms of the financial instruments
but does not consider future credit losses. The
calculation includes all fees and commissions
paid or received between parties to the contract
that are an integral part of the effective interest
rate, transaction costs and all other premium or
discounts. Where the estimated cash flows on
financial assets are subsequently revised, other
than impairment losses, the carrying amount of
the financial assets is adjusted to reflect actual
and revised estimated cash flows.

Where financial asset or a group of similar
financial assets have been written down as a
result of an impairment loss, interest income is
recognized using the rate of interest used to

Our approach Looking to Appendices

to sustainability the future

discount the future cash flows for the purpose of
measuring the impairment loss.

4.15 Operating expense

Expenses are decreases in economic benefits
during the accounting period in the form of
outflows, depletion of assets or incurrence of
liabilities that result in decrease in equity, other
than those relating to distributions to equity
participants.

Expenses are recognized on an accrual basis
regardless of the times of spending cash.
Expenses are recognized in the income
statement when a decrease in future economic
benefit related to a decrease in an assets or an
increase of liability has arisen that can be
measured reliably. Expenses are measured at
historical cost. Only the portion of cost of a
previous period that is related to the income
earned during the reporting period is recognized
as an expense. Expenses that are not related to
the income earned during the reporting period,
but expected to generate future economic
benefits, are recorded in the financial statement
as assets. The portion of assets which is intended
for earning income in the future periods shall be
recognized as an expense when the associated
income is earned. Expenses are recognized in the
same reporting period when they are incurred in
cases when it is not probable to directly relate
them to particular income earned during the
current reporting period and when they are not
expected to generate any income during the
coming years.
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4.16 Impairment of non-financial assets

At each reporting date, the Group reviews the
carrying amounts of its non-financial assets
(other than deferred tax assets) to determine
whether there is any indication of impairment. If
any such indication exists, then the asset’s
recoverable amount is estimated. Goodwill is
tested annually for impairment.

For impairment testing, assets are grouped
together into the smallest group of assets that
generates cash inflows from continuing use that
is largely independent of the cash inflows of
other assets or CGUs. Goodwill arising from a
business combination is allocated to CGUs or
groups of CGUs that are expected to benefit
from the synergies of the combination.

The recoverable amount of an asset or CGU is the
greater of its value in use and its fair value less
costs to sell. Value in use is based on the
estimated future cash flows, discounted to their
present value using a pre-tax discount rate that
reflects current market assessments of the time
value of money and the risks specific to the asset
or CGU. An impairment loss is recognised if the
carrying amount of an asset or CGU exceeds its
recoverable amount.

The Group’s corporate assets do not generate
separate cash inflows and are used by more than
one CGU. Corporate assets are allocated to CGUs
on a reasonable and consistent basis and tested
for impairment as part of the testing of the CGUs
to which the corporate assets are allocated.
Impairment losses are recognised in profit or loss.
They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU,
and then to reduce the carrying amounts of the
other assets in the CGU on a pro rata basis.
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An impairment loss in respect of goodwill is not
reversed. For other assets, an impairment loss is
reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that
would have been determined, net of depreciation or
amortisation, if no impairment loss had been
recognised.

4.17 Deposit from customers

The estimated fair value of deposits with no
stated maturity, which includes non-interest-
bearing deposits from customers, is the amount
repayable on demand.

4.18 Financial guarantee contracts

A financial guarantee contract is a contract that
requires the Company (issuer) to make specified
payments to reimburse the holder for a loss it
incurs because a specific debtor fails to make
payment when due in accordance with the
original or modified term of a debt instrument.
Financial guarantee contracts are recognized as a
financial liability at the time the guarantee is
issued. The liability is initially measured at fair
value and subsequently at a higher of:

- The amount determined in accordance with
the expected credit loss model under IFRS 9;
and

- The amount initially recognized less,
where appropriate, the cumulative amount of
income recognized in accordance with the
principles of IFRS 15.

Our approach Looking to
to sustainability the future

4.19 Fees and Commission

Fee and commission income and expense that
are integral to the effective interest rate on a
financial asset or financial liability are included in
the effective interest rate (see 4.3 Interest). If a
loan commitment is not expected to result in the
draw-down of a loan, then the related loan
commitment fee is recognised on a straight-line
basis over the commitment period. Other fee
and commission income — including upfront fee
and guarantee fee — is recognised as the related
services are performed.

Upfront fee is earned at a rate of 0.6% flat on
disbursed loan amount, it is a one off, non-
refundable processing fee charged irrespective
of the tenor of the guarantee. The performance
of this service is at a point in time (at the time the
guarantee is issued) and as such income is
recognised immediately in line with the
requirements of IFRS 15. Guarantee fee is 1% per
annum of disbursed loan amount. This amount
represents the premium paid over the period of
guarantee. The performance of this service is
satisfied over time as such the income is
recognised over the duration of the contract in
line with the IFRS 15 revenue recognition criteria.

A contract with a customer that results in a
recognised financial instrument in the Group’s
financial statements may be partially in the
scope of IFRS 9 and partially in the scope of IFRS
15. If this is the case, then the Group first applies
IFRS 9 to separate and measure the part of the
contract that is in the scope of IFRS 9 and then
applies IFRS 15 to the residual. 'Other fee and
commission expenses relate mainly to
transaction and service fees, which are expensed
as the services are received.
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5 Use of estimates and judgments

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

5.1 Key sources of estimation uncertainty
a Impairment of financial instruments
Loans and advances to PFls (see Note 20) are
accounted for at amortized cost and are
evaluated for impairment on a basis described
in the accounting policy.

The Group reviews its credit portfolio continuously (at
least once in a quarter) with a view to recognising any
deterioration in credit quality. Such reviews
systematically classify credit exposures based on the
perceived risks of default. Some of the criteria
adopted to assess the default risk include, but are not
limited to, repayment performance, borrower's
repayment capacity on the basis of current financial
condition and net realizable value of collateral. The
classifications and provisioning for its MSME loans
take into consideration the cash flows and gestation
period. It is reasonably possible, on the basis of
existing knowledge, that outcomes within the next
financial year that are different from the assumption
could require a material adjustment to the carrying
amount of loans and advances.

N | Development
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b Determination of regulatory risk reserves
Provisions under prudential guidelines are
determined using the time based provisioning
regime prescribed by the revised Central Bank
of Nigeria (CBN) Prudential Guidelines. This is at
variance with the incurred loss model required
by IFRS under the expected credit loss model.
As a result of the differences in the
methodology/provision regime, there will be
variances in the impairment allowances
required under the two methodologies.

Paragraph 12.4 of the revised Prudential Guidelines for
Deposit Money Banks in Nigeria, which is also
applicable to DBN stipulates that banks would be
required to make provisions for loans as prescribed in
the relevant IFRS Standards when IFRS is adopted.
However, banks would be required to comply with
the following:

i Provisions for loans recognized in the profit

and loss account should be determined

based on the requirements of IFRS. However,

the IFRS provisions should be compared with

provisions determined under prudential
guidelines and the expected impact/changes
in general reserve should be treated as follows:

- Prudential Provisions is greater than IFRS
provisions; transfer the difference from the
general reserve to a non-distributable
regulatory reserve.

- Prudential Provisions is less than IFRS
provisions; the excess charges resulting
should be transferred from the regulatory
reserve account to the general reserve to the
extent of the non-distributable reserve
previously recognized.

ii The non-distributable reserve should be
classified under Tier 1 as part of core capital.

Our approach Looking to
to sustainability the future

DBN has complied with the requirements of the
guidelines as follows:

As at 31 December 2019, the difference between the
Prudential provision and IFRS impairment was
N1,315,400,000 (December 2018: N467,915,000)
requiring additional transfer of N847,485,000 million
(December 2018: N467,831,000) to the regulatory risk
reserve as disclosed in the statement of changes in
equity. This amount represents the difference
between the provisions for credit and other known
losses as determined under the prudential guidelines
issued by the Central Bank of Nigeria (CBN) and the
impairment reserve as determined in line with IFRS 9
as at year end. It is reasonably possible, on the basis of
existing knowledge, that outcomes within the next
financial year that are different from the assumption
could require a material adjustment to the value of
the regulatory risk reserve.

Appendices
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Statement of prudential adjustments GROUP BANK BANK
December December | December
In thousands of Naira 2019 2019 2018
Impairment on loans and advances per IFRS (737,340) (737,340) (99,880)
Provision on loans and advances per Prudential Guidelines 2,052,740 2,052,740 567,795
Regulatory Risk Reserve 1315400 1315400 467,915
The movement in the Regulatory risk reserve during the year is shown below:
Balance, beginning of the year 467,915 467,915 84
Transfer during the year 847,485 847,485 467,831
_ Balance, end of the year 1315400 1315400 467,915 |

5.2 Critical accounting judgments in applying
the Bank's accounting policies

Critical accounting judgments made in applying the
Bank's accounting policies include:
a Financial asset and financial liability
classification
DBN's accounting policies provide scope for
assets and liabilities to be designated at

inception into different accounting categories.

b Depreciation and carrying value of
property and equipment
The estimation of the useful lives of assets is
based on management’s judgment. Any
material adjustment to the estimated useful
lives of items of property and equipment will
have an impact on the carrying value of these
items.
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Determination of impairment of property and
equipment and intangible assets

Management is required to make judgments
concerning the cause, timing and amount of
impairment. In the identification of impairment
indicators, management considers the impact of
changes in current competitive conditions, cost of
capital, availability of funding, technological
obsolescence, discontinuance of services and other
circumstances that could indicate that impairment
exists. This requires management to make significant
judgments and estimates concerning the existence of
impairment indicators, separate cash generating
units, remaining useful lives of assets, projected cash
flows and net realisable values. Management's
judgment is also required when assessing whether a
previously recognised impairment loss should be
reversed.

¢ Recognition of deferred assets
Deferred tax assets were recognised on the
basis described in note 4.6©. Information
about assumptions made in the recognition of
deferred tax assets and availability of future
taxable profit against which tax losses carried
forward can be used is included in Note 17(b).
The Directors have adopted the current tax
practice of carrying forward commencement
losses indefinitely for the purpose of
determining the unrelieved losses carried
forward applicable for deferred tax. Actual
results may differ from these estimates based
on the interpretation by the tax authorities.
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d Determination of fair value of financial
instruments
The Group's accounting policy on fair value
measurements is discussed in note 4.7(f). The
Group measures fair values using a fair value
hierarchy which reflects the significance of
inputs used in making the measurements. IFRS
7 specifies a hierarchy of valuation techniques
based on whether the inputs to those
valuation techniques are observable or
unobservable. Observable input reflect market
data obtained from independent sources;
unobservable inputs reflect the Bank's market
assumptions. These two types of inputs have
created the following fair value hierarchy:

Level 1: Inputs that are quoted market prices
(unadjusted) in an active market for identical
instruments.

Level 2: Inputs other than quoted prices
included within Level 1 that are observable
either (i.e. as prices) or indirectly (i.e. derived from
prices). This category includes instruments
valued using: quoted market prices in active
markets for similar instruments; quoted prices for
identical or similar instruments in markets that
are considered less than active; or other valuation
techniques where all significant inputs are
directly or indirectly observable from market
data.

Level 3: inputs that are unobservable. This
category includes instruments for which the
valuation technique includes inputs not based
on observable data and the unobservable inputs
have a significant effect on the instrument's
valuation. This category includes instruments
that are valued based on quoted prices for
similar instruments for which significant
unobservable adjustments or assumptions are
required to reflect differences between the

| DBN = Rigers

instruments.

The determination of fair value for financial assets and
liabilities for which there is no observable market
price requires the use of valuation techniques. For
financial instruments that trade infrequently and have
little price transparency, fair value is less objective and
requires varying degrees of judgment depending on
liquidity, concentration, uncertainty of market factors,
pricing assumptions and other risks affecting the
specific instrument.

e Provisions and contingencies
In the measurement of provisions and
contingencies, the Group estimates the
amount of the liability using judgment. The
provisions and contingencies recognised by
the Group are mostly with regards to litigations
and claims. In making the estimates, the Group
relied on the advice of their internal and
external legal counsel.

f Uncertainty over income and deferred
taxes
Tax laws may be complex and unclear and may
result in uncertainty about taxable income, tax
deductions, unused tax losses or credits, and
tax base of assets and liabilities. This could
impact current and /or deferred taxes in the
financial statements. Judgement is applied on
the transactions and calculations for which the
ultimate tax determination is uncertain during
the ordinary course of business.

Our approach Looking to Appendices
to sustainability the future

6 Financial Risk Management

6.1 Introduction and overview

The Group defines risk as the possibility of losses or
profits foregone, which may be caused by internal or
external factors. The aim is to achieve an appropriate
balance between risk and return and minimize
potential adverse effects on the Group’'s financial
performance. This note presents information about
the Group's exposure to financial risks, its risk
management policies/frameworks, processes for
measuring and managing these risks, and its
management of capital.

6.2 Enterprise risk management (ERM)

The underlying premise of the Group's Enterprise

Risk Management is that every entity exists to provide

value for its stakeholders. The Group faces uncertainty

that presents both risk and opportunities in pursuit of
its mandate and these uncertainties can either erode

or enhance value. Managing the enterprise risk in a

consistent, efficient and sustainable manner is a

critical priority, as the business environment faces

unprecedented levels of complexity, changing
geopolitical threats, new regulations and increasing
shareholder demand. The Group seeks to achieve an
appropriate balance between risk and reward in its
business and strategy, and continues to build and
enhance the risk management capabilities that will
assist it in achieving its mandate in a controlled and
risk cautious environment. The main benefits and
objectives of the ERM Framework include the
following:

- It provides a platform for the Board and
Management to confidently make informed
decisions regarding the trade-off between risk
and reward;

- Italigns business decisions at the operating level
to the appetite for risk;
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- It balances operational control with the
achievement of strategic objectives;

- Itenables Management to systematically identify
and manage significant risks on an aggregate
basis; and

- It minimizes operational surprises and related
costs or losses.

The Group has made significant progress in its risk
management process. Its revised framework (ERM
Framework) addresses specific risk areas such as
credit, market, liquidity, operational, compliance and
reputational risks. Also, the following stand alone

- policies were introduced:

- The Information Security Risk Framework.

- Business Continuity Management Policy.

- Stress Testing Framework.

IFRS 9 Impairment Policy and Model Documentation

To ensure seamless service and to manage security
threats before they cause harm to the information
technology and assets of the Bank, the Bank
subscribed and implemented three major ISO
standards and certifications, the standards are:

» 15027001 Certification: The standard for
Information Security;

« 1SO 22301 Certification: The standard for
Business Continuity Management; and

« 1SO 20000 Certification: Information
Technology Service Standard.
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6.3 Risk management governance structure

The following Management committees, comprising
of senior management staff support the
Management Committee in performing its risk
management roles:
a Asset and Liability Management
Committee (ALCO)
The Asset and Liability Committee (ALCO) is
responsible for market, liquidity and
investment risk management. The committee
is responsible for implementing the Asset and
Liability Management (ALM) policy.

b Management Credit and Risk Committee
(MCRCQ)
The Committee is responsible for managing
credit and other risks comprising of ;
Operational risks, Strategic risk, concentration
risk, Reputational Risk, Legal Risk, Information
security risk, Business Continuity Management,
etc. Reports, deliberation and decisions at the
committee are inputs to the quarterly Board
Credit and Risk Committee (BCRC) reports.

The Group has exposures to the following risks from
- financial instruments:
- Credit risk
- Liquidity risk
- Market risk
- Operational risk-

Our approach Looking to
to sustainability the future

6.4 Credit Risk Management

Credit risk is the risk that a borrower or counterparty
may not be able to honour its repayment obligations
as and when due and in accordance with agreed loan
terms and conditions; thereby exposing the Group to
the risk of loss of earnings, capital impairment. Credit
risks arise anytime the Group's funds are extended,
committed, invested or otherwise exposed through
actual or implied contractual agreements.

The Group's Risk Management philosophy is that
moderate and guarded risk attitude will ensure
sustainable growth in shareholder value and
reputation. Extension of credit is guided by the Credit
Policy Manual, which sets out specific rules for risk
origination and management of the loan portfolio.
The Policy also sets out the risk governance structure
and the roles and responsibilities of different
individuals and committees involved in the credit
process.

The Group recognizes the fact that one of its main
assets is its loan portfolio. Therefore, it actively
safeguards and strives to continually improve the
health of the portfolio. All PFl applications are
scrutinized and it is ensured that they meet the
eligibility criteria, execute the Master Lending
Agreement and have no exceptions during due
diligence and rigorous analysis is conducted before
loan disbursement. Non-eligible PFls are weeded out
through the administration of preliminary eligibility
criteria questionnaire and eligibility due diligence.
Loans disbursed to on-boarded PFls are constantly
monitored to identify possible signs of impairment.

The Group's Credit risk capital computation is in line
with the CBN Guidance Notes on the Calculation of
Capital Requirement for Credit Risk using the
Standardized Approach. However, the goal of DBN is

s
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to apply sophisticated but realistic credit models and
systems to monitor and manage credit risk. Ultimately
these credit models and systems would form the
foundation when applying the internal rating-based
approach to the calculation of capital requirements.
The development, implementation and application of
these models would be guided by the DBN Group’s
Basel Il framework and strategy.

The pricing of each credit granted is cost based and
also reflects the level of risk inherent in the obligor.
Subject to competitive forces, the Group implements
a consistent pricing model for loans to PFls. Each PFI's
interest is guarded at all times and collateral quality is
never the sole reason for a positive credit decision.

Provisions for credit losses meet both prudential
guidelines set forth by the Central Bank of Nigeria,
both for loans for which specific provisions exist as
well as for the portfolio of performing loans, and IFRS
9 Expected Credit Loss (ECL) model. Development
Bank of Nigeria PIc’s credit process requires rigorous
proactive and periodic review of the quality of the
loan portfolio. This helps us to identify and remediate
credit issues proactively.

The Management Credit and Risk Committee and
Board Credit and Risk Committee perform reviews of
the quality of our loan portfolio on a monthly and
quarterly basis respectively. These are in addition to
daily reviews performed by our Risk Management
Department.
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a Principal Credit Policies
The following are the principal credit policies:

i Credit Policy Manual

The core objective is to define in detail, the
credit process and outline objectives, scope
and responsibilities. This helps reduce bias and
subjectivity in the credit decisions made at
various levels of authority. The guidelines and
requirements set forth in this policy are
structured to maintain quality assets through a
systematic approval process and a
comprehensive system of requirements for
credit monitoring and management. Embedded
within the Credit Policy Manual are the different
Internal Rating Models e.g. CAMELS used in
determining the credit rating of PFls and an
independent servicer quality rating is also
adopted for the purpose of assessing the PFIs’
credit and loan administration and collection
strength.

ii Collateral Management Policy and
Procedure
The objective of this policy is to ensure there are
appropriate collaterals for all funds on-lent to
end-borrowers through PFls to minimize the risk
of credit loss in the event of a default by a PFI.
The Policy proffers the collateral acceptable as
security from PFls based on their category.

iii Enterprise-wide Risk Management Policy
The core objective is to provide a reasonable
degree of assurance to the Board of Directors
that the risks threatening the Group's
achievement of its vision are identified,
measured, monitored and controlled through an
effective integrated risk management system
covering credit, market, operational, interest rate,
liquidity and other material risks.

Our approach Looking to Appendices
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b Credit process

The credit process starts with the assessment of
PFls. Credit is initiated by the Relationship
Management team and the proposed credit is
subjected to review and approval by applicable
credit approval authorities. Further to
appropriate approval, loans are disbursed to
beneficiaries that meet pre-disbursement
requirements. On-going management of loans is
undertaken by both the Relationship
Management team and the Risk Management
team.

If a preliminary analysis of a loan request by the
Credit Operations Department indicates that it
merits further scrutiny, it is then analysed in
greater detail by the department, with further
detailed review by Risk Management. The
concurrence of Risk Management must be
obtained for any credit extension. If the loan
application passes the detailed analysis it is then
submitted to the appropriate approval authority
for the size of the facilities.

i Credit risk measurement

Risk Rating Methodology
The credit rating of the PFI plays a fundamental
role in final credit decisions as well as in the
terms offered for successful loan applications.
The Group employs a robust credit rating system
in the determination of the PFI risks and this
allows the maintenance of asset quality at a
desired level.

The objective of the guideline on Risk Rating
contained in the Credit Risk Manual is to ensure
reliable and consistent PFI Risk Ratings and
Facility Risk Ratings throughout the Group. The
Risk rating methodology incorporates credit risk
rating models which estimate risk of PFI default
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All the Group's businesses that extend credit are
subject to the Credit Policy Manual.

Credit Risk Rating Models in Development Bank of
Nigeria Plc

The Group's risk rating model for measuring the risk of
PFls is based on the CAMELS Rating system.

Risk Rating Process

All PFls are subjected to the Risk Rating Process. The
Risk Rating Process is an end-to-end process and
includes models, guidelines, support adjustments,
collateral adjustments, process controls, as well as any
other defined processes that a PFl undertakes in order
to arrive at the risk ratings.

Responsibilities of Business Units and Independent
Risk Management

The Business unit and independent risk management
have a joint responsibility for the overall accuracy of
risk ratings assigned to obligors and facilities.

Risk Rating Scale and external rating equivalent
The Group plans to operate a 10-point risk rating
scale in line with those of international rating
agencies, which will provide sufficient granularity to
ensure better diversification of the risk profile of the
Group's portfolios while avoiding excessive rating
concentrations. The grade is composed of numbers
from 1to 10 (or AAA to D). The risk rating scale and
the external rating equivalent is detailed beside:
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( Grade  Scale Explanatory Note

1+ PFls are judged to be of the highest quality, subject to the lowest level of credit risk.

1

1- PFls are judged to be of high quality and are subject to very low credit risk.

2+

2

2- PFls are judged to be upper-medium grade and are subject to low credit risk.

3+

- PFls are judged be medium-grade and subject to moderate credit risk and as such may possess certain

3- speculative characteristics.

4+

4

4- PFls are judged to be speculative and are subject to substantial credit risk.

5+

5

5- PFls are considered speculative and are subject to high credit risk.

6+

Grade Explanatory Note

6

6- PFls are judged to be speculative of poor standing and are subject to very high credit risk.

7

PFls are highly speculative and are likely in, or very near, default, with some prospect of recovery of

8 principal and interest.

9 PFls are the lowest rated and are typically in default, with little prospect for recovery of principal or interest.
\ 10 Lost.

ii Credit Risk Control & Mitigation policy
Authority Limits on Credit
The highest credit approval authority is the Board
of Directors, supported by the Board Credit and
Risk Committee and further by the Management
Credit and Risk Committee. The principle of
central management of risk and decision
authority is maintained by the Group.

Collateral Policy

It is the Group's policy that all credit exposures are
adequately collateralised. Credit risk mitigation is an
activity of reducing credit risk in an exposure or
transferring it to counterparty, at facility level, by a
safety net of tangible and realizable securities
including approved third-party guarantees/
insurance.

Strategies for risk reduction at the transaction level
differ from that at the portfolio level. At transaction
level, the most common technique used is the
collateralization of the exposures, by first priority
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claims or obtaining a third party guarantee. Other  jii  Credit Quality
techniques include buying a credit derivative to The following table sets out information
offset credit risk at transaction level. At portfolio about the credit quality of financial assets
level, asset securitisation, credit derivatives etc. measured at amortised cost. Unless specifically indicated, for financial
are used to mitigate risks in the portfolio. assets, the amounts in the table represent gross carrying amounts.
Explanation of the terms’Stage 1;'Stage 2'and ‘Stage 3'is included in
Collateral acceptable as security from PFls for Note 4.7(g).
funds on-lend to end-borrowers shall include:
- Treasury Bills, FGN or State Government
Bonds; p N
A gg(r);\)/(e))r;ate Bonds (Investment grade & Group 31 Dec 2019
- Marketable securities (Stocks & Shares) of In thousands of Naira Stage 1 Stage2 | Stage3 Total
Investment grade companies; Loans and advances to customers at amortised cost
- Legal Mortgage on quality residential or (B) - Low-fair risk 55,895,609 - -| 55,895,609
business premises; (B-) Higher risk 46,741,404 - -| 46,741,404
- Legal Mortgage or debenture on PF| Gross loans 102,637,013 - -| 102,637,013
assets; Loss allowance (737,340) - - (737,340)
- Equitable Mortgages on quality real Carrying amount 101,899,673 - - 101,899,673
estates
and legal mortgage on other locations;
- Equitable Mortgages on other locations;
- Guarantees: Personal, Corporate and Bank : Bank S
Guarantee: and In thousands of Naira Stage 1 Stage 2 Stage 3 Total
- NoBESion of DEN i tereston [ her L] & Loans and advances to customers at amortised cost
securities pledged by end-borrowers to ®)- L‘?"V*fa”' risk SsEusiets - i 55895600
PFls, registered in the National Collateral (B Higher risk AT - oIS O
Registry (NCR). Gross loans 102,637,013 - -1102,637,013
Loss allowance (737,340) - - (737,340)
Carrying amount 101,899,673 - -1101,899,673
Credit related commitments
It is the Group’s policy that all credit exposures are 31 Dec 2018
adequately collateralised. Credit risk mitigation is In thousands of Naira Stage1 | Stage2 | Stage3 Total
an activity of reducing credit risk in an exposure. Loans and advances to customers at amortised cost
(B) - Low-fair risk 12,926,650 - - 12,926,650
(B-) Higher risk 15,463,098 - - 15,463,098
Gross loans 28,389,748 - -| 28,389,748
Loss allowance (99,880) (99,880)
Carrying amount 28,289,868 - -| 28,289,868
. J
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¢ Amounts arising from ECL

i Significant increase in credit risk
When determining whether the risk of default on
a financial instrument has increased significantly
since initial recognition, the Group considers
reasonable and supportable information that is
relevant and available without undue cost or
effort. This includes both quantitative and
qualitative information and analysis, based on
the Group’s historical experience and expert
credit assessment and including forward-looking
information. The objective of the assessment is to
identify whether a significant increase in credit
risk has occurred for an exposure by comparing:

- the remaining lifetime probability of default
(PD) as at the reporting date; with

- the remaining lifetime PD for this point in time
that was estimated at the time of initial
recognition of the exposure (adjusted where
appropriate for changes in prepayment
expectations).

The Group uses three criteria for determining whether
there has been a significant increase in credit risk:
- a quantitative test based on movement in PD;
- qualitative indicators; and
- a backstop of 30 days past due

Generating the term structure of PD

Credit risk grades are a primary input into the
determination of the term structure of PD for
exposures. The Group collects performance and
default information about its credit risk exposures. For
some portfolios, information purchased from external
credit reference agencies is also used.

Determining whether credit risk has increased

significantly
The Group assesses whether credit risk has increased

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

significantly since initial recognition at each reporting
date. As a general indicator, the credit risk of a
particular exposure is deemed to have increased
significantly since initial recognition if, the exposure is
more than 30 days past due on the contractual
amount.

Credit risk may also be deemed to have increased
significantly since initial recognition based on
qualitative factors linked to the Group’s credit risk
management processes that may not otherwise be
fully reflected in its quantitative analysis on a timely
basis. This will be the case for exposures that meet
certain heightened risk criteria, such as placement on
a watch list. Such qualitative factors are based on its
expert judgement and relevant historical experiences.

The Group identifies key drivers behind changes in
credit risk for portfolios. Generally, a significant
increase in credit risk is assessed based on the
estimation of PDs and consideration of qualitative
factors, each of which are designed to reflect forward-
looking information, on an individual instrument basis
as described above. However, if the Group identifies a
key driver that is not considered in the individual
assessment on a timely basis, then the Group will
evaluate whether there is reasonable and supportable
information that enables it to make an additional
assessment on a collective basis with respect to all or
some of a portfolio. This may lead to the Group
concluding that a segment or proportion of a
portfolio has undergone a significant increase in
credit risk.

As a backstop, the Group considers that a significant
increase in credit risk occurs no later than when an
asset is more than 30 days past due. Days past due are
determined by counting the number of days since
the earliest elapsed due date in respect of which full
payment has not been received. Due dates are

Our approach Looking to Appendices
to sustainability the future

determined without considering any grace period
that might be available to the borrower. Management
overlays may be applied to the model outputs if
consistent with the objective of identifying a
significant increase in credit risk

If there is evidence that there is no longer a significant
increase in credit risk relative to initial recognition,
then the loss allowance on an instrument returns to
being measured at 12-month ECL. Some qualitative
indicators of an increase in credit risk, such as
delinquency or forbearance, may be indicative of an
increased risk of default that persists after the
indicator itself has ceased to exist. In these cases, the
Group determines a probation period during which
the financial asset is required to demonstrate good
behaviour to provide evidence that its credit risk has
declined sufficiently. When the contractual terms of a
loan have been modified, evidence that the criteria
for recognising lifetime ECL are no longer met
includes a history of up-to-date payment
performance against the modified contractual terms

The Group monitors the effectiveness of the criteria
used to identify significant increases in credit risk by
regular reviews to confirm that:-the criteria are
capable of identifying significant increases in credit
risk before an exposure is in default;

- the criteria do not align with the pointin time
when an asset becomes 30 days past due;

- the average time between the identification of
a significant increase in credit risk and default
appears reasonable;

- exposures are not generally transferred directly
from 12-month ECL measurement to credit
impaired; and

- there is no unwarranted volatility in loss
allowance from transfers between 12-month
PD (Stagel) & lifetime PD (Stage2).
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ii Definition of default

The Group considers a financial asset to be in

default when:

- the borrower is unlikely to pay its credit
obligations to the Group in full, without
recourse by the Group to actions such as
realising security (if any is held);

- the borrower is more than 90 days past due on
any material credit obligation to the Group.
Overdrafts are considered as being past due
once the customer has breached an advised
limit or been advised of a limit smaller than the
current amount outstanding; or

- itis becoming probable that the borrower will
restructure the asset as a result of bankruptcy
due to the borrower’s inability to pay its credit
obligations.

In assessing whether a borrower is in default, the
Group considers indicators that are:

- qualitative: e.g. breaches of covenant;

- quantitative: e.g. overdue status and non-
payment on another obligation of the same
issuer to the Group; and

- based on data developed internally and
obtained from external sources.

Inputs into the assessment of whether a financial
instrument is in default and their significance may
vary over time to reflect changes in circumstances.

iii Incorporation of forward-looking
information
The Group formulates three economic scenarios:
a base case, which is the central scenario,
developed internally based on consensus
forecasts, and two less likely scenarios, one
upside and one downside scenario. The central
scenario is aligned with information used by the
Group for other purposes such as strategic
planning and budgeting. External information
considered includes economic data and
forecasts published by governmental bodies and
monetary authorities in the countries where the
Group operates, supranational organisations
such as the OECD and the International
Monetary Fund, and selected private-sector and
academic forecasts.

Due to limited historical internal forecasts, the
International Monetary Fund's forecast on GDP and
Inflation for Nigeria was taken as the central scenario,
while internal forecast was made on exchange rates.
Assumptions of 10% deterioration in the forecasted
GDP, Inflation and exchange rates were taken as the
downside scenario and 10% improvements in the
forecasted economic variables were taken as the
upside scenario. Scenario probability weights were
taken as 309%:40%:30% for Upside, Central and
Downside respectively. There were no changes in
significant assumptions within the period.

2019

2018

Upside | Central

Downside | Upside | Central | Downside

Scenario probability weighting 30% 40%

30% 30% 40% 30%

_\\é//_ | DBN Development
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Periodically, the Group carries out stress testing of
more extreme shocks to calibrate its determination of
the upside and downside representative scenarios. A
comprehensive review is performed at least annually
on the design of the scenarios by a panel of experts
that advises the Group's senior management.

The Group has identified and documented key drivers
of credit risk and credit losses for each portfolio of
financial instruments and, using an analysis of
historical data, has estimated relationships between
macro-economic variables and credit risk and credit
losses. The key drivers for credit risk for wholesale
portfolios are: GDP, inflation rates and exchange rates.

iv Sensitivity of ECL to future economic
conditions
The ECL are sensitive to judgements and
assumptions made regarding formulation of
forward looking scenarios and how such
scenarios are incorporated into the calculations.
IFRS 9 [B5.5.51] states that an entity need not
undertake an exhaustive search for information
but shall consider all reasonable and supportable
information that is available without undue cost
or effort and that is relevant to the estimate of
expected credit losses. In addition, an entity is
not required to incorporate forecasts of future
economic conditions over the entire life of a
financial instrument. Rather, it suffices for an
entity to extrapolate projections for periods that
are far in the future from available information.

The Group has opted for the bottom-up approach
(this approach entails adjusting the components of
ECL (Exposure At Default, EAD, Loss Given Default,
LGD, and Probability of Default, PD) for Forward
Looking Information (FLI) such that upon arriving at
the ECL, it would need no further adjustment for FLIs)
by using logistic regression to incorporate FLI into PD
estimation. However, the Group will manually adjust
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the base case EAD and LGD estimates for periods
where these parameters are expected to be
significantly different from their historical averages
based on forward-looking macroeconomic
information.

v Modified financial assets

The contractual terms of a loan may be modified
for a number of reasons, including changing
market conditions, customer retention and other
factors not related to a current or potential credit
deterioration of the customer. An existing loan
whose terms have been modified may be
derecognised and the renegotiated loan
recognised as a new loan at fair value in
accordance with the accounting policy set out in
Note 4.7d.

When the terms of a financial asset are modified

and the modification does not result in

derecognition, the determination of whether the

asset’s credit risk has increased significantly

reflects comparison of:

- its remaining lifetime PD at the reporting date
based on the modified terms; with

- the remaining lifetime PD estimated based on
data on initial recognition and the original
contractual terms.

When modification results in derecognition, a new
loan is recognised and allocated to Stage 1 (assuming
itis not credit-impaired at that time).

The Group renegotiates loans to customers in
financial difficulties (referred to as ‘forbearance
activities’) to maximise collection opportunities and
minimise the risk of default. Under the Group's
forbearance policy, loan forbearance is granted on a
selective basis if the debtor is currently in default on
its debt or if there is a high risk of default, there is

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

evidence that the debtor made all reasonable efforts
to pay under the original contractual terms and the
debtor is expected to be able to meet the revised
terms.

The revised terms usually include extending the
maturity, changing the timing of interest payments
and amending the terms of loan covenants. Both
retail and corporate loans are subject to the
forbearance policy. The Group Credit Committee
regularly reviews reports on forbearance activities.

For financial assets modified as part of the Group's
forbearance policy, the estimate of PD reflects
whether the modification has improved or restored
the Group’'s ability to collect interest and principal and
the Group’s previous experience of similar
forbearance action. As part of this process, the Group
evaluates the borrower’s payment performance
against the modified contractual terms and considers
various behavioural indicators.

Generally, forbearance is a qualitative indicator of a
significant increase in credit risk and an expectation of
forbearance may constitute evidence that an
exposure is credit-impaired (see Note 4.7(g)). A
customer needs to demonstrate consistently good
payment behaviour over a period of time before the
exposure is no longer considered to be credit-
impaired/in default or the PD is considered to have
decreased such that it falls within the 12-month PD
ranges for the asset to be considered Stage 1.

vi Measurement of ECL

The key inputs into the measurement of ECL are
the term structure of the variables below. The
parameters are generally derived from internally
developed statistical models and other historical
data and they are adjusted to reflect forward-
looking information

Our approach Looking to Appendices

to sustainability the future

- Probability of default (PD);
- Loss given default (LGD); and
-Exposure at default (EAD).

ECL for exposures in Stage 1 are calculated by
multiplying the 12-month PD by LGD and EAD.
Lifetime ECL are calculated by multiplying the lifetime
PD by LGD and EAD.

PD is an estimate of the likelihood of default over a
given time horizon, which are calculated based on
statistical rating models, and assessed using rating
tools tailored to the various categories of
counterparties and exposures. These statistical
models are based on internally compiled data
comprising both quantitative and qualitative factors.
Where it is available, market data may also be used to
derive the PD for large corporate counterparties. If a
counterparty or exposure migrates between rating
classes, then this will lead to a change in the estimate
of the associated PD. PDs are estimated considering
the contractual maturities of exposures and estimated
prepayment rates. The methodology for estimating
PDs is discussed above under the heading
‘Generating the term structure of PD’

LGD is the measure of the proportion of the
outstanding balance that the Bank stands to lose in
the event of a default. Multi-year LGD is a collection of
LGD values referring to different time periods over the
lifetime of a financial instrument. The Group
determines LGD based on the following: market value
of collateral, collateral haircut, direct recovery cost,
time to recovery, unsecured recovery and effective
Interest Rate.

EAD represents the expected exposure in the event of
a default. The Group derives the EAD from the current
exposure to the counterparty and potential changes
to the current amount allowed under the contract
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and arising from amortisation. The EAD of a
financial asset is its gross carrying amount at the
time of default. For lending commitments, the
EADs are potential future amounts that may be
drawn under the contract, which are estimated
based on historical observations and forward-
looking forecasts. For financial guarantees, the
EAD represents the amount of the guaranteed
exposure when the financial guarantee becomes
payable. For some financial assets, EAD is
determined by modelling the range of possible
exposure outcomes at various points in time
using scenario and statistical techniques.

vii Discount rate

IFRS 9 provides guidance on the discount rate to
be used to factor in time value of money into
ECL:-Generally, ECL shall be discounted using EIR
at initial recognition or current EIR if the exposure
has variable interest rate-For purchased or
originated credit-impaired financial instruments,
credit-adjusted EIR at origination will be used in
discounting,

For the purpose of multi-year ECL computation,
the Effective Interest Rate (EIR) is used as the
discount rate.

Our approach Looking to Appendices
to sustainability the future

viii Loss allowance

The following tables show reconciliations from the
opening to the closing balance of the loss allowance
by class of financial instrument. The basis for
determining transfers due to changes in credit risk is
set out in our accounting policy; see Note 4.7.

As described above, and subject to using a

maximum of a 12-month PD for Stage 1 financial

assets, the Group measures ECL considering the

risk of default over the maximum contractual

period (including any borrower’s extension

options) over which it is exposed to credit risk,

even if, for credit risk management purposes, the

Group considers a longer period. The maximum

contractual period extends to the date at which

the Group has the right to require repayment of

an advance or terminate a loan commitment or

guarantee.

Where modelling of a parameter is carried out on

a collective basis, the financial instruments are

grouped on the basis of shared risk

characteristics, which may include: instrument

type, credit risk grade, collateral type, LTV ratio for
retail mortgages, date of initial recognition,

remaining term to maturity, industry and

geographic location of the borrower. The

groupings are subject to regular review to ensure

that exposures within a particular group remain

appropriately homogeneous. For portfolios in

respect of which the Group has limited historical
data, external benchmark information is used to
supplement the internally available data. \

Group
2019
in thousands of Naira Stage1 | Stage2 | Stage3 Total
Loans and advances to customers at amortized cost
Balance at 1 January 99,880 - - 99,880
Transfer to Stage 1 - - - -
Transfer to Stage 2 - - - -
Transfer to Stage 3 - - - -
Loans disbursed during the year 775,961 - - 775,961
Loan repayments received during the year (138,501) - - (138,501)
Balance at 31 December 737,340 - - 737,340
Bank
2019
in thousands of Naira Stage1 | Stage2 | Stage3 Total
Loans and advances to customers at amortized cost
Balance at 1 January 99,880 - - 99,880
Transfer to Stage 1 - - - -
Transfer to Stage 2 - - - -
Transfer to Stage 3 - - - -
Loans disbursed during the year 775,961 - - 775,961
Loan repayments received during the year (138,501) - - (138,501)
Balance at 31 December 737,340 - - 737,340 J
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4 N\
2018 Group Note | Cash and cash equivalents | Loans and advances to PFls Investment securities Other assets
in thousands of Naira Stage 1 | Stage2 | Stage3 Total
Loans and advances to customers at amortized cost In thousands of Naira 31 Dec 2019 31 Dec 2019 31 Dec 2019 31 Dec 2019
Balance at 1 January 3,635 - - 3,635
Transfer to Stage 1 - - - - Carrying amount 132,663,583 101,899,673 237,014,094 4,609
Transfer to Stage 2 - - - -
Transfer to Stage 3 - - - - Collectively impaired:
Remeasurement of loss allowance 321 - - 321 Cash and cash equivalents 18 | 132,915,255 - - -
Loans disbursed during the year 95,924 - - 95,924 Performing loans and advances 20 - 102,637,013 - -
Balance at 31 December 99,880 - - 99,880 Investment securities 19 - - 237,447,679 -
Other assets - - - 4,609
Group Gross amount 132,915,255 102,637,013 237,447,679 4,609
2019
in thousands of Naira Total Allowance for impairment (251,672) (737,340) (433,585) -
Investment securities Carrying amount 132,663,583 101,899,673 237,014,094 4,609
Balance at 1 January 8 Total carrying amount - amortised cost 132,663,583 101,899,673 237,014,094 4,609
Additions to investment securities 433,585
Redemption of investment securities (8 Bank Note | Cash and cash equivalents Loans and advances to PFls Investment securities Other assets
Balance at 31 December 433,585
Placements In thousands of Naira 31 Dec 201931 Dec2018| 31 Dec2019 | 31 Dec2018 | 31 Dec2019 | 31 Dec2018 | 31Dec2019| 31 Dec2018
Balance at 1 January 250,504 )
RS Ve Em ST S 251672 Carrying amount 130,431,689 63,314,138 101,899,673 28,289,868 227,587,961 186,167,762 4,339 5517
Redemption of investment securities (250,504) - - -
Balance at 31 December 251,672 Collectively |mpa|lred:
Cash and cash equivalents 18 130,679,375| 63,564,642 - - - -
Bank Performing loans and advances 20 - -| 102,637,013 28,389,748 - -
2019 2018 Investment securities 19 . - - - | 228021240 | 186,167,770 -
in thousands of Naira Total Total Other assets - - - - - 4,339 5,517
Investment securities Gross amount 130,679,375| 63,564,642| 102,637,013 28,389,748 228,021,240 | 186,167,770 4,339 5,517
Balance at 1 January 8 -
Additions to investment securities 433,279 8 Allowance for impairment (247,686) (250,504) (737,340) (99,880) (433,279) ®) i
Redemption of investment securities ) - Carrying amount 130,431,689| 63,314,138 101,899,673 | 28,289,868 | 227,587,961 | 186,167,762 4,339 5,517
Balance at 31 December 433,279 8
(_ Total carrying amount - amortised cost 130,431,689 63,314,138 101,899,673 | 28,289,868 | 227,587,961 | 186,167,762 4,339 5,517 )
AT Balances included in Other Assets above are those subject to credit risks. The tables above shows a worst-case scenario of credit risk exposure to the Group and Bank as at 31
Balgr?ce at 1.January — 200 = December 2019 and 31 December 2018, without taking account of any collateral held or other credit enhancements attached. The exposures set out above are based on net
Additions to investment securities 247,686 | 250,504 amounts reported in the statements of financial position. The Directors are confident in their ability to continue to control exposure to credit risk which can result from both
Redemption of investment securities (250,504) its Loans and advances portfolio and Investment securities.
L Balance at 31 December 247,686 | 250,504
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The movement in the allowance for impairment in respect of loans and advances during the year was as follows:
(" 3\
Specific IFRS 9 ECL
In thousands of Naira Impairments Impairments
Balance at 1 January 2019 = (99,880)
Impairment loss recognised = (737,340)
Amounts written off = 99,880
o (737,340)

Cash and cash equivalent: The Group held cash and cash equivalents with maturity profile of less than 3 months with local banks and the Central Bank of Nigeria (CBN),

assessed to have good credit ratings

Investment securities: The Group limits its exposure to credit risk by investing in highly liquid money market instruments issued by the Central Bank of Nigeria. The Bank did
not have any held to maturity investments that were impaired as at 31 December 2019 (2018:Nil)
Other assets: The Group's other asset is made up of prepaid office rent, month-end cash advances to staff and advanced professional fees. The credit risk on this is considered

low.

e Concentration of credit risk

The Group monitors concentrations of credit risk by sector and by geographic location. An analysis of concentrations of credit risk at the reporting date is shown below:

( \
Group Note Cash and cash equivalents Loans and advances to PFls Investment securities Other assets
In thousands of Naira 31 Dec 2019 31 Dec 2019 31 Dec 2019 31 Dec 2019
Carrying amount 130,431,689 101,899,673 237,014,094 4,609
Concentration by sector:
Finance 130,132,477 101,899,673 = -
Government 299,212 237,014,094 -
Others - - 4,609
130,431,689 101,899,673 237,014,094 4,609
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4 N\
Concentration by location:
In thousands of Naira 31 Dec 2019 31 Dec 2019 31 Dec 2019 31 Dec 2019
Abuja 299,212 211,879 237,014,094 4,609
North East - - - -
North West = 468,575 = =
North Central - - - -
South South - 3,448,138 = =
South West 130,132,477 97,771,081 - -
L 130,431,689 101,899,673 237,014,094 4,609 )
Concentration by location for loans and advances are measured based on the location of the borrower. Concentration by location for Investment securities are measured based
on the location of the issuer
4 N\
Bank Note Cash and cash equivalents | Loans and advances to PFls Investment securities Other assets
In thousands of Naira 31Dec2019 | 31Dec2018| 31Dec2019 | 31Dec2018 | 31 Dec2019 | 31 Dec 2018 |31 Dec 2019 |31 Dec 2018
Carrying amount 130,431,689 63,564,642 101,899,673 28,289,868 227,587,961 186,167,770 4,339 5517
Concentration by sector:
Finance 130,132,477 63,513,788 101,899,673 28,289,368 = = = =
Government 299,212 50,854 = - 227,587,961 186,167,770 =
Others - - - - - - 4,339 551
130,431,689 63,564,642 101,899,673 28,289,868 227,587,961 186,167,770 4,339 551
Concentration by location:
In thousands of Naira 31Dec2019 | 31Dec2018 | 31 Dec 2019 31 Dec2018 | 31 Dec 2019 | 31 Dec 2018 |31 Dec 2019 |31 Dec 2018
Abuja 299,212 50,854 211,879 = 227,587,961 186,167,770 4,339 5517
North East - - 282,899 - - - -
North West - 468,575 848,696 = 5 = =
North Central - - 3,111,885 - - - -
South South = 3,448,138 5,092,176 = = = =
South West 130,132,477 63,513,788 97,771,081 18,954,211 = = = =
L 130,431,689 63,564,642 101,899,673 28,289,368 227,587,961 186,167,770 4,339 5517 )

Concentration by location for loans and advances are measured based on the location of the borrower. Concentration by location for Investment securities are measured based

on the location of the issuer
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f Estimate of the fair value of collateral and
other security enhancements
The general creditworthiness of a customer
tends to be the most relevant indicator of credit
quality of a loan extended to it. However,
collateral provides additional security and the
Group generally requests that corporate
borrowers provide it. The Group may take
collateral in the form of a first charge over real
estate, floating charges over all corporate assets

and other liens and guarantees. The Group does not
sell or repledge the collateral in the absence of
default by the owner of the collateral. In addition to
the Group's focus on credit worthiness, the Group
aligns with its credit policy guide to periodically
update the validation of collaterals held against all
loans to customers. For impaired loans, the Group
obtains appraisals of collateral because the fair value
of the collateral is an input to the impairment
measurement.

Our approach Looking to
to sustainability the future

There is no collateral held against other financial
assets. There were also no repossessed collateral
during the year.

The table below sets out the carrying amount and the
value of identifiable collateral held against loans and
advances to customers measured at amortised cost.
For each loan, the value of disclosed collateral is
capped at the nominal amount of the loan that it is
held against.

Group 31 December 2019

in thousands of Naira Carrying Amount Collateral
Stages 1 and 2 101,899,673 103,692,064
Stage 3 = =
Bank 31 December 2019 31 December 2018

in thousands of Naira Carrying Amount Collateral Carrying Amount Collateral
Stages 1and 2 101,899,673 103,692,064 28,289,868 42,943,329

Stage 3

.

6.5 Market risk management

Market risk is the risk that movements in market
factors, such as foreign exchange rates and interest
rates, credit spreads and equity prices, will reduce the
Group's income or the value of its portfolios. The
Group is mainly exposed to market risk arising from
non-traded interest rate risk in its banking book.

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019

Market risk management and control

The Group’s ability to effectively identify, assess,
monitor and manage market risks involved in its
activities is critical to its soundness and profitability.
The Group is exposed to market risk mainly through
adverse movements in interest rates. Market risk is
managed in line with the approved Asset and Liability
Management (ALM) Policy. The limits and thresholds
contained in the policy are monitored by the Risk
Management department to ensure compliance.

The market risk exposure limits, or any changes to
them, are proposed by the Head, Treasury and
Investments and then reviewed by the Chief Risk
Officer, who then presents the proposed review for
the consideration of the Board Credit and Risk
Committee, the committee thereafter recommend
the amendment(s) for Board approval. The size of
each limit is based on, among other factors,
underlying liquidity, risk appetite, as well as legal
limitations on individual positions imposed by
authorities in Nigeria.
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All' market risks are reported to the Asset and Liability
Committee (ALCO) monthly and Board Credit and Risk
Committee (BCRC) quarterly with recommendations
made concerning the risk profile including risk
appetite, limits and utilization. The Heads of Business,
assisted by the Risk Management Department, is
accountable for all market risks associated with its
activities.

The Group has a dedicated risk team with the sole
responsibility of implementing the market risk section
of the Enterprise Risk Management Framework. Risk
of losses arising from future potential adverse
movements in market rates, prices and volatilities are
measured using a VaR methodology. VaR, in general, is
a quantitative measure of market risk that applies
recent historic market conditions to estimate the
potential future loss in market value that will not be
exceeded in a set time period at a set statistical
confidence level.

Identifying the growing importance of market risks in
the Group's operations, management has continued
to ensure adequate internal controls and capital
resources to address these risks. A range of tools for
managing market risk are used, including:

- Stress/Scenario testing

Stress testing provides an indication of the potential
size of losses that could arise in extreme conditions. It
helps to identify risk concentrations across business
lines and assist management in capital planning
decisions.

In line with the Board approved Stress Testing
Framework, a consistent stress testing methodology is
applied to the Balance sheet. The stress testing
methodology assumes that scope for management
action would be limited during a stress event,
reflecting the decrease in market liquidity that often

_\\é//_ | DBN Development
SN Bank of Nigeria
TS

occurs. The Group performs two main types of
stress/scenario testing. Firstly, risk factor stress testing,
where extended historical stress moves are applied to
each of the main risk categories, which include
interest rate, liquidity and credit spread risk. Secondly,
multi-factor scenarios that simulate past periods of
significant market disturbance and hypothetical
extreme yet plausible events.

Stress scenarios are regularly updated to reflect
changes in risk profile and economic events. Regular
stress test scenarios are applied to interest rates, credit
spreads and liquidity risk. Ad hoc scenarios are also
prepared reflecting specific market conditions and for
particular concentrations of risk that arise within the
businesses.

- Risk limits

Risk limits are set and reviewed at least annually to
control treasury activities in line with the defined risk
appetite of the Group. Criteria for setting risk limits
include relevant market analysis, market liquidity and
business strategy. Appropriate performance triggers
are also used as part of the risk management process.

a Interest Rate Risk

Interest rate risk is the exposure of the Group's
financial condition to adverse movements in interest
rates, yield curves and credit spreads. The Group is
exposed to interest rate risk through the interest
bearing assets and liabilities in its book. Interest rate
risk is the risk to earnings or capital arising from
movement of interest rates. It generally arises from:

- Repricing risk: risks related to the timing
mismatch in the maturity and repricing of assets and
liabilities and off balance sheet short and long term
positions

Our approach Looking to
to sustainability the future

- Basisrisk: risks arising from hedging exposure
to one interest rate with exposure to a rate which
reprices under slightly different conditions-Yield
curve risk: risks arising from changes in the slope and
the shape of the yield curve

- Optional risk: risks arising from options,
including embedded options

Interest rate risk arises when there is a mismatch
between positions which are subject to interest rate
adjustments within a specified period. The most
important source of interest rate risk is the Group's
lending, funding and investment activities, where
fluctuations in interest rates are reflected in carrying
values of these instruments as well as interest margins
and earnings.

The objective for management of interest rate risk in
the banking book is to ensure a higher degree of
interest rate mismatch margin stability and lower
interest rate risk over an interest rate cycle. This is
achieved by hedging material exposures with the
external market.

The Group's operations are subject to the risk of
interest rate fluctuations to the extent that interest-
earning assets and interest-bearing liabilities mature
or re-price at different times or in differing amounts.
In the case of floating rated assets and liabilities, the
Group is also exposed to basis risk, which is the
difference in re-pricing characteristics of the various
floating rate indices, such as the 90-day Treasury Bills,
10 year Bond and different types of interest. These
risks impact both the earnings and the economic
value of the Group. Overall non-trading interest rate
risk positions are managed by Treasury, which uses
investment securities and advances to banks to
manage the overall position arising from the non-
trading activities.
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Interest-rate risk is monitored with a Repricing Gap
report and Sensitivity Analysis of the Net Gap Position.
Also, a limit framework is in place to ensure that
retained risk remains within approved appetite.
A summary of the Group’s interest rate gap position on financial instruments is as follows:
4 N\
Re-pricing period
31 December 2019
Total amount
sensitive to Non rate Carrying
In thousands of Naira Note| Up to 1 month 1-3months | 3-6months | 6-12months Over 1 year rate sensitive amount
Cash and balances with banks 18 - - - - Y 1,390,490 1,390,490
Placements with Banks 18 111,568,447 19,956,318 o = S 131,524,765 131,524,765
Investment securities 19 29,856,039 33,832,519 41,682,693 131,642,844 - 237,014,094 237,014,094
Loans and advances 20 3,882,159 19,596,832 2,982,544 5,597,793 69,840,345 101,899,673 101,899,673
Other assets 22 - - - = = 4,609 4,609
145,306,645 73,385,669 44,665,236 137,240,636 69,840,345 470,438,532 1,395,099 471,833,631
Other liabilities 25 y - - - = (5,701,130) (5,701,130)
Employee benefit obligation 26 - - - - (1,111) (1,111)
Provision for guarantee 28 - - - - = (449) (449)
Borrowings 29 (6,354) - (5,059,853) (5,519,219) | (297,923,740) | (308,509,166) (308,484,268)
(6,354) - (5,059,853) (5,519,219) | (297,923,740) | (308,509,166) (5,702,690) | (314,186,958)
L Total interest re-pricing gap 145,300,290 73,385,669 39,605,383 131,721,418 | (228,083,394) 161,929,366 (4,307,591) 157,646,673)
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31 December 2019

Total amount

sensitive to Non rate Carrying
In thousands of Naira Note | Upto 1 month | 1-3 months | 3-6 months | 6-12 months Over 1 year rate sensitive amount
Cash and balances with banks 18 - - - - - - 330,193 330,193
Placements with Banks 18 110,392,864 19,956,318 3 = 2 130,101,496 = 130,349,182
Investment securities 19 25,691,464 28,570,960 41,682,693 131,642,844 o 227,587,961 = 227,587,961
Loans and advances 20 3,882,159 19,596,832 2,982,544 5,597,793 69,840,345 101,899,673 2 101,899,673
Other assets 22 - - - - - - 4339 4339
139,966,487 68,124,111 44,665,236 137,240,636 69,840,345 459,589,130 334,532 | 460,171,348
Other liabilities 25 - - - - - - (5,637,966) (5,637,966)
Borrowings 29 (6,672) - (5,034,637) (5519219)| (297,923,740) | (308,484,268) - | (308,484,268)
(6,672) o (5,034,637) (5,519,219)| (297,923,740) | (308,484,268) (5,637,966) | (314,122,234)
Total interest re-pricing gap 139,959,815 68,124,111 39,630,599 131,721,418| (228,083,394) 151,104,862 (5,303,434) | 146,049,114
Re-pricing period
31 December 2018
Total amount

sensitive to Non rate Carrying
In thousands of Naira Note | Upto 1 month | 1-3 months | 3-6 months | 6-12 months Over 1 year rate sensitive amount
Cash and balances with banks 18 - - - 106,987 106,987
Placements with Banks 18 63,457,655 - 63,457,655 - 63,207,151
Investment securities 19 15,284,166 24,787,279 146,096,325 186,167,770 = 186,167,762
Loans and advances 20 - 92,820 913,030 3,946,667 23,437,231 28,389,748 = 28,289,868
Other assets 22 5517 5517
78,741,821 24,880,099 913,030 150,042,992 23,437,231 278,015,172 112,504 | 277,777,285
Other liabilities 25 = = = (794,021) (794,021)
Borrowings 29 (771,916) = (150,932,146) (151,704,062) - | (151,704,062)
(771,916) - (150,932,146) | (151,704,062) (794,021) | (152,498,083)
Total interest re-pricing gap 77,969,905 24,880,099 913,030 150,042,992( (127,494,916) 126,311,110 (681,517) | 125,279,202
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Group Interest sensitivity analysis - 31 December 2019
Impact on net interest income of +/-100 basis points
changes in rates over a one year period (N'000)

Cashflow interest rate risk

100 basis
100 basis points
points decline increase in
in rates rates

Time Band
Less than 3 months (2,055,150) 2,055,150
6 months (388,313) 388,313
12 months (1,309,474) 1,309,474
(3,752,937) 3,752,937

Bank Interest sensitivity analysis - 31 December 2019
Impact on net interest income of +/-100 basis points

changes in rates over a one year period (N'000)

Cashflow interest rate risk

100 basis
100 basis points
points decline increase in
in rates rates

Time Band
Less than 3 months (2,055,150) 2,055,150
6 months (388,313) 388,313
12 months (1,309,474) 1,309,474
(3,752,937) 3,752,937

Bank Interest sensitivity analysis - 31 December 2018

Impact on net interest income of +/-100 basis points
changes in rates over a one year period (N'000)

Cashflow interest rate risk

. 100 basis
100 basis points
points decline increase in
in rates rates

Time Band
Less than 3 months (616,830) 616,330
6 months (478,271) 478,271
12 months (418,958) 418,958
(1,514,059) 1,514,059

The table above sets out the impact on net interest income of a 100 basis points parallel
downward shift or upward shift in interest rates. A parallel increase in yields by 100 basis points
would lead to an increase in net interest income while a parallel fall in yields by 100 basis points
would lead to a decline in net interest income. The interest rate sensitivities are based on

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019
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simplified scenarios and assumptions, including that
all positions will be retained and rolled over upon
maturity. The figures represent the effect of
movements in net interest income based on the 100
basis point shift in interest rate and subject to the
current interest rate exposures. However, the effect
has not taken into account the possible risk
management measures undertaken by the Group to
mitigate interest rate risk. In practice, the Assets and
Liability Committee, ALCO seeks proactively to
manage the interest rate risk profile to minimize
losses and optimise net revenues. The projections also
assume that interest rates on various maturities will
move within similar ranges and therefore do not
reflect any potential effect on net interest income in
the event that some interest rates may change and
others remain unchanged.

b  Foreign Exchange Risk

Foreign Exchange risk is the exposure of the Group's
financial condition to adverse movements in
exchange rates. The Group is minimally exposed to
the financial risk related to the fluctuation of foreign
exchange rates. This is because its revenues, capital
expenditures are principally based in Naira. A
significant change in the exchange rates between the
Naira (N) (functional and presentation currency)
relative to the US dollar would have an insignificant
effect on operations, financial position and cash flows.
The Group did not enter into any forward exchange
contracts to manage currency risk fluctuations. The
table below summarises financial instruments at
carrying amount, categorised by currency:

s
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(Financial instruments by currency
Group
In thousands of Naira Total Naira N Uss GBP
31 December 2019
Cash and cash equivalents 132,663,583 132,511,441 151,482 660
Investment securities 237,014,094 237,014,094 = 5
Loans and advances 101,899,673 101,899,673 - -
Other assets 4,609 4,609 = 2
471,581,959 151,482 660
471,429,817
Borrowings 308,484,268 308,484,268 - -
Other liabilities 5,677,546 5,677,546 - -
314,161,814 314,161,814 - -
Net Local Currency Exposure 157,420,145 157,268,003
Net Foreign Currency Exposure 151,482 660
Bank
In thousands of Naira Total Naira N Uss$ GBP £
31 December 2019
Cash and cash equivalents 130,431,689 130,279,547 151,482 660
Investment securities 227,587,961 227,587,961 = 3
Loans and advances 101,899,673 101,899,673 = 5
Other assets 4339 4339 - -
459,923,662 | 459,771,520 151,482 660
Borrowings 308,509,166 308,509,166 - -
Other liabilities 5,619,168 5,619,168 - -
314,128,334 314,128,334 - -
Net Local Currency Exposure 145,795,328 145,643,186
Net Foreign Currency Exposure 151,482 660
In thousands of Naira Total Naira N Us $ GBP £
31 December 2018
Cash and cash equivalents 63,314,138 63,310,495 3,643 -
Investment securities 186,167,762 186,167,762 - -
Loans and advances 28,289,868 28,289,868 - -
Other assets 5517 5517 - -
277,777,285 277,773,642 3,643 -
Borrowings 151,704,062 151,704,062 - -
Other liabilities 794,021 794,021 - -
152,498,083 152,498,083 - -
Net Local Currency Exposure 125,279,201 125,275,558
Net Foreign Currency Exposure 3,643 -
PR e | DBN wocsceies
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6.6 Liquidity risk management

Liquidity Risk is the current or prospective risk to
earnings and capital arising from the Group's inability
to meet its liabilities when they fall due without
incurring unacceptable losses. Liquidity risk is
considered a major risk for the Group. It arises when
the cushion provided by the liquid assets are not
sufficient enough to meet its obligation. The Group is
managed to preserve a high degree of liquidity so
that it can meet its obligations at all times including
periods of financial stress.

The Group has a liquidity management framework
embedded in the Asset and Liability Manual (ALM)
based on a statistical model underpinned by
conservative assumptions with regard to cash inflows
and the liquidity of liabilities. In addition, liquidity
stress tests assuming extreme scenarios such as
suspension of inflows from developmental partners,
full utilization of credit lines, systemic crisis and loss of
placements in the money market are performed.
These stress tests specify additional liquidity
requirements to be met by holdings of liquid assets.

Liquidity has consistently been above the minimum
liquidity ratio and the recommendations/action plan
arising from routine stress tests are adhered to.
Funding and liquidity risk management activities are
centralized within Treasury. We believe that a
centralized approach to funding and liquidity risk
management enhances our ability to monitor
liquidity requirements, maximizes access to funding
sources, minimize borrowing costs and facilitates
timely responses to liquidity events. However, the Risk
Management Department analyse and monitors our
liquidity risk and ensures excess liquidity is
maintained.
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The Board approved the ALM Manual, including The expected cash flows on some financial assets and  sold to meet liquidity requirements. (" Bank h
estab|i§hing I.iquid.ity risk tolerance levels. The Group's financial liabilities vary significantly from the. 31 December 2019 Carrying | Gross nominal
ALCO, in conjunction with the Board and its contractual cash flows. For example, borrowings due Quantifications In thousands of Naira Note amount | inflow/(outflow) | Up to 1 month | 1-3 months | 3-6 months 6 - 12 months Over 1 year
committees, monitors our liquidity position and to foreign development finance institutions are The Group has adopted both qualitative and T
. ' . L . : A . A - Non-derivative asset:
reviews the impact of strategic decisions on our expected to remain stable or increase and quantitative approaches to measuring liquidity risk.
liquidity. Liquidity positions are measured by unrecognised loan commitments are not all expected  Specifically, the Bank adopted the following 18 330,193 334,913 334,913 > - - -
calculating the Group's net liquidity gap and by to be drawn down immediately. As part of the approaches; Placements with banks 18 130,101,496 130,349,182 109,711,899 19,956,318 - 680,965 -
comparing selected ratios with targets as specified in management of liquidity risk arising from financial a) Funding and Liquidity planning; Investment securities 19 227,587,961 243,260,356 26,124.743 28,570,960 41,682,693 146,881,960 _
thel AtMimanualiAlsojalliquidity Contingency liabilities, the Group olds liguid assets comprising b)  Liquidity Gap Analysis; and Loans and advances 20 | 101,899,673 98,703,405 3,108,118 | 18,048,749 2,208,502 4,823,751 70,514,286
Funding Plan is in place. Cash and balances with banks and debt securities ¢) Ratio Analysis.
issued by federal government, which can be readily s Other assets 22 e bl e 3 u u .
459,923,662 472,652,196 139,284,013 66,576,028 43,891,195 152,386,675 70,514,286
a Residual contractual maturities of financial assets and liabilities N erivegiveaailies
- ~ Other liabilities 25 (5,637,966) (1,704,358) (3,933,608) (1,704,358) = = =
Group : . Borrowings 29 | (308,484,268) |  (396,692,805) . - | (9,973,281) (15,876,000) | (370,843,524)
31 December 2019 Carrying | Gross nominal
In thousands of Naira Note amount | inflow/(outflow) [Up to 1 month | 1-3 months | 3-6months | 6-12months Over 1 year (314,122,234) | (398,397,163) (3,933,608) | (1,704,358) | (9,973,281) (15,876,000) | (370,843,524)
Gap (asset - liabilities) 774,045,896 871,049,359 143,217,621 68,280,386 53,864,476 168,262,675 441,357,810
Non-derivative asset: Cumulative liquidity gap 143,217,621 | 211,498,006 | 265,362,482 433,625,157 | 874,982,967
Cash and balances with banks 18 1,390,490 1,395,210 1,395,210 3 = - - \_ )
Placements with banks 18 131,273,093 131,541,132 109,711,899 21,148,268 = 680,965 = ( - - N
Investment securities 19 237,014,094 253,423,584 26,124,743 28,570,960 46,065,858 152,662,023 - Carrying |  Gross nominal
31 December 2018 Note amount | inflow/(outflow) |Up to 1 month | 1 -3 months 3-6 months | 6-12 months Over 1 year
Loans and advances 20 101,899,673 98,703,405 3,108,118 18,048,749 2,208,502 4,823,751 70,514,286 -
In thousands of Naira
Other assets 22 4,609 4,609 4,609 - - 3 =
471,581,959 485,067,941 140,344,580 67,767,977 48,274,360 158,166,738 70,514,286 Non-derivative asset:
Non-derivative liabilities: Cash and balances with banks 18 106,987 106,987 106,987 S S S =
Other liabilities 25 (5,701,130) (5,701,330) (3,996,972) (1,704,358) - - - Placements with banks 18 63,207,151 63,457,655 63,457,655 = = - -
Provision for guarantees 28 (449) (449) _ ] _ - (449) Investment securities 19 186,167,762 204,902,674 24,544,665 28,895,000 16,492,149 | 134,970,860 -
Borrowings* 29 (308,484,268) (396,692,805) - - (9,973,281) (15,876,000) (370,843,524) Loans and advances 20 28,289,868 31,769,108 1,319,635 2,428,346 4,721,988 11,839,855 11,459,284
(314,185,847) (402,394,584) (3,996,972) (1,704,358) (9,973,281) (15,876,000) | (370,843,973) Other assets 22 5,517 5,517 5,517 = = = =
Gap (asset - liabilities) 785,767,806 887,462,525 | 144,341,552 | 69,472,335 58,247,641 | 174,042,738 | 441,358,259 277,777,285 | 300,241,941 89,434,459 | 31,323,346 21,214,137 | 146,810,715 11,459,284
L Cumulative liquidity gap 144,341,552 | 213,813,887 272,061,528 446,104,266 887,462,525) Non-derivative liabilities:
. _ - _ _ _ ) - Other liabilities 25 (831,527) (831,527) - (831,527) - - -
Contamed within the borrowings gross nominal outﬂoyv |5.a total interest payable of N97,468,568,000 (Current Portion: N13,356,905,000) Borrowings 29 | (151,704.062) (212,439,568) _ B (1,214,332) (1,221,004) | (210,004,232)
aﬂd prInCIpa| payab|e Of N299,224,237,000 (Current por’EIOﬂ. N] 2,492,376) (152,535,589) (213’271'095) - (831,527) (1,214,332) (1,221'004) (210’004'232)
Gap (asset - liabilities) 430,312,874 513,513,036 89,434,459 32,154,873 22,428,468 148,031,719 221,463,516
Cumulative liquidity gap 89,434,459 121,589,332 144,017,800 292,049,519 513,513,035
. J

ANNUAL INTEGRATED & STATUTORY REPORT 2019

71N

N2 Development
©= | DBN Bank of Nigeria

My
£y

| DBN = Rigers

ANNUAL INTEGRATED & STATUTORY REPORT 2019




Acronyms & Overview
Abbreviations

A New Dawn for
MSMEs in Nigeria.

2019 - DBN
@ a Glance

Operating Leadership & How we
Context Governance create value

Notes to the Consolidated and Separate Financial Statements

For the year ended 31 December 2019

7 Capital management

The Group's objectives when managing capital (Tier 1
and Tier 2 capital), which is a broader concept than
the ‘equity’on the face of the statement of financial
position, are:

- To comply with the capital requirements set by
the Central Bank;

- To safeguard the Group's ability to continue as
a going concern so that it can continue to
provide returns for shareholders and benefits
for other stakeholders; and

- To maintain a strong capital base to support
the development of its business.

The capital adequacy ratio is the quotient of the
capital base of the Group and the Group's risk
weighted asset base. In accordance with Central Bank
of Nigeria regulations, a minimum capital adequacy

Reserve is excluded from the capital computation.
Standardized approach has been adopted in
computing the risk weighted assets for Credit,
Operational and Market Risk.

The CBN Basel Il regulatory capital requirements are
strictly observed when managing capital and this
comprises of two tiers: Tier 1 capital (only permanent
shareholder's equity and disclosed reserves) and Tier 2
capital. Tier 1 capital comprises share capital, share
premium, retained earnings and reserves created by
appropriations of retained earnings; the carrying
amount of intangible assets is deducted in arriving at
Tier 1 capital. The Group is expected to maintain a
minimum ratio of Tier | capital to total assets of 5%.
Tier 2 capital includes the Group's qualifying loan
capital and shall not exceed 33.33% of Tier 1 capital.

The Basel Il capital adequacy ratio was 140.52% as at
31 December 2019 (31 December 2018: 323.19%),

Our approach Looking to
to sustainability the future

treatment of IFRS expected credit loss for regulatory
purposes. Banks were directed to use the balance in
regulatory risk reserve as at 1 January, 2018 to offset
the impact of IFRS 9 expected credit loss amount as at
transition date. Where the additional ECL provision is
higher than the balance in regulatory risk reserve, the
excess shall be amortized in line with the transitional
arrangements.

Transitional arrangement of the ECL accounting
provisions for regulatory capital purpose:

Using the static approach requires banks to hold
static the 'Adjusted Day One Impact' and amortize on
a straight-line basis over the four-year transition
period by writing back to the Tier 1 capital as
indicated in the table below. The Adjusted Day One
Impact for the Bank is N0.237m which is the
difference between the opening transitional
adjustment of N0.321m, see note 17 (a), and the
balance in the regulatory risk reserve as at 31

ratio of 10% is to be maintained by Development with Bank above the CBN minimum capital adequacy =~ December 2017 of N0O.84m.
Financial Institutions. Following the CBN guideline on requirements of 10%. The Central Bank of Nigeria
regulatory capital computation, the Regulatory Risk issued a circular on 18 October 2018 relating to the
e A
Period Provision to be written back Bank
Year 1 (31 December 2018) 3/5 of Adjusted Day One Impact NO.142m
Year 2 (31 December 2019) 2/5 of Adjusted Day One Impact N0.95m
Year 3 (31 December 2020) 1/5 of Adjusted Day One Impact NO.47m
Year 4 (31 December 2021) Nil
. J
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The following table provides an overview of the capital levels and risk-weighted assets (RWA):
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Vs

With adjusted day 1 impact

.

In thousands of Naira Note 31 December 2019 31 December 2019 1January 2019 31 December 2018
Tier 1 capital

Ordinary share capital 30a 100,000 100,000 100,000 100,000
Share premium 30b 99,762,570 99,762,570 99,762,570 99,762,570
Retained earnings 30c 40,675,299 40,675,299 17,690,389 17,690,389
Statutory reserve 30d 18,102,257 18,102,257 8,023,196 8,023,196
Transitional adjustment = 95 142 =
Tier 1 Capital Before Regulatory Deduction 158,640,126 158,640,221 125,576,297 125,576,155
Less:

Intangible assets (106,472) (106,472) (64,452) (64,452)
Deferred tax assets (1,567,866) (1,567,866) = =
Investment in subsidiary - 50% (5,687,500) (5,687,500) - -
Eligible Tier 1 Capital 151,278,288 151,278,383 125,511,845 125,511,703
Tier 2 Capital Before Regulatory Deduction

Tier 2 Capital (restricted to 1/3 of Tier 1 Capital) 50,421,053 50,421,053 39,680,808 39,680,808
Less:

Investment in subsidiary - 50% (5,687,500) (5,687,500) = =
Eligible Tier 2 Capital 44,733,553 44,733,553 39,680,808 39,680,808
Total Eligible Capital 196,011,841 196,011,936 165,192,653 165,192,511

J

As shown above, DBN currently has a capital adequacy ratio of 144.86% (2018: 324.11%), which is significantly above the set benchmark of 10% for Development Finance
Institutions.
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4 N\
Risk-weighted assets
Risk-weighted Amount for Credit Risk 96,507,328 96,507,328 31,474,632 31,474,632
Risk-weighted Amount for Operational Risk 42,979,964 42,979,964 19,637,714 19,637,714

Risk-weighted Amount for Market Risk - - - ,

Total weighted risk assets 139,487,292 139,487,292 51,112,346 51,112,346
Capital ratios
L Risk-weighted Amount for Market Risk 140.52% 140.52% 323.20% 323.19% )

Operational Risk Capital Charge computation used for Capital Adequacy Ratio calculation Gross Income Calculation for Basic Indicator Approach

1 In thousands of Naira )
Particulars Year - 1 Year - 2 Year - 3
Interest Income 6,050,245 30,511,766 45,754,097
Interest Expenses (889,105) (4,342,680) (8,212,029)
Net Interest Income 5,161,140 26,169,086 37,542,068

Fees and Commission Income - - .

Fees and Commission Expenses = (104,999) (133,242)
Net Fees and Commission Income B (104,999) (133,242)
Any other operating income (please specify) = 130,183 3,707
Total net non-interest income S 25,184 (129,535)
Net Fees and Commission Income 5,161,140 26,194,270 37,412,533
Capital Charge for Operational Risk (Average of Year 1-3 Total Gross Income)*15% 3,438,397
Operational Risk Calibrated Risk-weighted Amount using Basic Indicator Approach 42,979,964
. J

As shown above, DBN currently has a capital adequacy ratio of 140.52% (2018: 323.19%), which is significantly above the set benchmark of 10% for
Development Finance Institutions.

My Devel t
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Notes to the Consolidated and Separate Financial Statements
For the year ended 31 December 2019

Regulatory Minimum Capital Requirement

As a Wholesale Development Finance Institution, the Central Bank of Nigeria (CBN) requires DBN to maintain a minimum capital
(i.e. minimum shareholders' fund) of N100,000,000,000 (One Hundred Billion Naira) payable over a maximum period of four (4) years.

% ~
Timeline Cumulative
Before the grant of Approval in Principle (AIP) 20,000,000
March 2018 40,000,000
March 2019 70,000,000
y March 2020 100,000,000 )

As at 31 December 2019, DBN has met the minimum capital requirement of N100,000,000,000 (One hundred Billion Naira),
ahead of the March 2020 deadline as specifically advised to Development Bank of Nigeria Plc, by the CBN.

z
8 Interest income GROUP BANK BANK
31 December 31 December 31 December

In thousands of Naira 2019 2019 2018
Placements with banks 18a 7,077,734 7,009,393 3,971,649
Investment in Treasury Bills 19a 32,600,380 32,187,248 25,983,907
Loans and advances to Participating Financial Institutions (PFls) 20a 6,557,456 6,557,456 556,210
46,235,570 45,754,097 30,511,766

Total interest income, calculated using the effective interest rate method reported above that relate to financial assets carried at amortized cost are
N46.24 billion and N45.75billion (31 December 2018: N30.51) for Group and Bank respectively.

SAZ Devel t
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9 Interest expense GROUP BANK BANK

31 December

31 December

31 December

In thousands of Naira 2019 2019 2018
Borrowings* 29a 8,187,131 8,187,131 4,342,680
Lease expense 4,819 4,819 =
8,191,950 8,191,950 4,342,680

The amount reported above is calculated using the effective interest method, and relates to borrowings
10 Impairment loss on financial assets GROUP BANK BANK

31 December

31 December

31 December

In thousands of Naira Notes 2019 2019 2018
Loans and Advances to PFls: Stage 1 20(b) 637,460 637,460 95,924
Other assets 31 434,744 430,452 250,512
1,072,204 1,067,912 346,436

11 Guarantee Income GROUP BANK BANK
31 December 31 December 31 December

In thousands of Naira Notes 2019 2019 2018
Upfront fee 180 - -
Guarantee fee 1 = -

181 - -

Upfront fee is earned at a rate of 0.6% flat on disbursed loan amount, it is a one off, non-refundable processing fee charged irrespective of the

tenor of the guarantee. Guarantee fee is 1% per annum of disbursed loan amount for the guarantee of loans.

ANNUAL INTEGRATED & STATUTORY REPORT 2019
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~
12 Otherincome GROUP BANK BANK
31 December 31 December 31 December
In thousands of Naira Notes 2019 2019 2018
Interest earned on offer proceeds - - 130,278
Other sundry incomes 1,131 1,131 2
Loss on foreign exchange balances - - (97)
1,131 1,131 130,183 )
Other income earned during the year largely relates to a refund earned by the Bank from the Industrial Training Fund (ITF)
Levy for providing relevant training to its staff.
S
13 Fees and commission & Guarantee expenses
Fees and commission GROUP BANK BANK

31 December

31 December

31 December

In thousands of Naira 2019 2019 2018
Custodian fees on treasury bills 133,242 133,242 104,999

133,242 133,242 104,999
Guarantee expenses GROUP BANK BANK

31 December

31 December

31 December

In thousands of Naira 2019 2019 2018
Guarantee fees 360 - -
360

W

I,
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14 Personnel expenses The remuneration paid to directors are as follows:
( GROUP BANK BANK / GROUP BANK BANK

31 December

31 December

31 December

In thousands of Naira 2019 2019 2018
Wages and salaries 966,033 911,168 714,008
Pension contribution 48,999 46,405 35,893
Other allowances 644,353 628,738 506,049
1,659,385 1,586,311 1,255,950
The number of employees, excluding the non-executive directors in employment as at:
GROUP BANK BANK
31 December 31 December 31 December
2019 2019 2018
Executive Management 1 1
Senior Management 16 3 13
Middle Management 8 7
Officer 17 16
42 37 25
GROUP BANK BANK

31 December

31 December

31 December

2019 2019 2018
Below N1,000,000 =
N1,000,001 - N 3,000,000 - - -
N3,000,001 - N 6,000,000 5 5
N6,000,001 - N 9,000,000 6 5
N9,000,001 - N 15,000,000 7 7
N15,000,001 and above 24 20 14
42 37 25

ANNUAL INTEGRATED & STATUTORY REPORT 2019
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31 December

31 December

31 December

2019 2019 2018
Fees as director 55,000 55,000 58,650
Other Allowances 28,850 28,850 18,700
Other Directors' emolument 137,050 137,050 130,719
220,900 220,900 208,069
Highest paid director 137,050 137,050 130,719

Fees and other emoluments disclosed above include amounts
paid to: Chairman 10,200 10,200 10,200

.
15 Depreciation and amortization

( GROUP BANK BANK
31 December 31 December 31 December
a. Inthousands of Naira Notes 2019 2019 2018
Amortization of intangibles 23 31,547 31,547 13,983
Depreciation of property and equipment 24 324,727 319,287 150,946
356,274 350,834 164,929

71N 7N
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16 General and administrative expenses

ANNUAL INTEGRATED & STATUTORY REPORT 2019

For the year ended 31 December 2019

Taxation

( GROUP BANK BANK a. Tax Expense
4
31 December 31 December 31 December GROUP BANK BANK
g’f:;:’z::ds of Naira 112:)3 122:)(9) ;(;172 In thousands of Naira 31 December 31 December 31 December
! d ! 2019 2019 2018
Business promotion and advertisement 370,094 370,094 426,608 TP
Donations 35,250 35,250 42,000 Minimum Tax 228776 228776 B
Legal and secretarial fees 19,651 s 7,868 228,776 228,776 -
Electricity expenses 11,150 11,150 7,138 ii Current Tax
Audit fees 19,000 15000 10,500 Tertiary Education Tax 43,135 43,135 -
Professional services 381,449 358,596 483,215 NITDA Levy (see note 17¢) 329468 326,501 229109
Other expenses 83,543 80,274 15,592 Nigerian Police Trust Fund levy 1,631 1,631 -
Other Board expenses 88,985 88,985 31,824
Newspapers and .pe.riodicals 9,542 9,542 5,139 iii Deferred Tax
Corporate subscriptions EiCe 5453 155 Deferred Tax credit (see (b) below) (1,567,866) (1,546,819) -
Office consumables 15,657 15,657 10,077 (1,193,632) (1,175,552) 229,109
Staff welfare 13,553 13,553 5,269
Inst‘Jrance Expenses 56,238 54,703 39,653 (964,856) (946,776) 229,109
Maintenance 12,136 11,747 4877
Stationery, IT and Communication expenses 130,835 128,207 52,934 Reconciliation of effective tax rate - Group 31 December
R o S m—
ecruitment & Training, Subscription and Contract cos / , g
Director Emolument agnd expenies 82,350 82,350 77,349 PRONRRSEtax 32,946,600
Bank Charges 6,653 6,641 2,145 - - -
- Income tax using the domestic corporation tax rate @ 30% 30% 9,883,980
Foreign exchange loss 2,343 2,343 = Tox oot of
1,876,867 1,774,886 1,516,010 =
N Non-deductible expenses 1.9% 630,675
Tax exempt income -30.0% (9,867,588)
Current year utilized loss -2.0% (647,067)
Minimum tax 0.7% 228,776
Information technology tax levy 1.0% 329,468
Education tax 0.1% 43,135
Nigerian Police Trust Fund levy 0.0% 1,631
Recognition of previously unrecognized deferred tax asset -5.0% (1,631,272)
Changes in estimates relating to prior years 0.2% 63,406
-3% (964,856)
|\

_\\6//_ | DBN Development
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e R i i o
Reconciliation of effective tax rate - Bank December 31 December There are no unrecognized deferred tax asset during the year ended 31 December 2019 (31 December 2018: N1,631,273,000)
In thousands of Naira 2019 2018 ( GROUP BANK BANK )
Profit before tax 32,650,093 22,910,945 31 December December 31 December
In thousands of Naira 2019 2019 2018
Income tax using the domestic corporation tax rate @ 30% 30% 9,795,028 30% 6,873,284 Unutilized capital allowances 142,912 142,912 -
Tax effect of: Provisions 751,685 751,685 -
Non-deductible expenses 1.8% 595,688 1.4% 313,657 Unrealised foreign exchange difference (362) (362) s
Tax exempt income -29.8% (9,743 ,648) -34.0% (7,795,172) Unrelieved tax losses 673,631 652,584 =
Current year utilized loss -2.0% (647,067) 2.7% 608,231 1,567,866 1,546,819 B
Minimum tax 0.7% 228,776 0.0% =
Infi tion technol tax | 1.0% 326,501 1.0% 229,109 ) )
i Ormz_j ON SCINoogy Tax &y > 4 The movement in the deferred tax asset during the year was as follows: GROUP BANK BANK
Education tax 0.1% 43,135 0.0% -
31 December December 31 December
Nigerian Police Trust Fund levy 0.0% 1,631 0.0% = In thousands of Naira 2019 2019 2018
Recognition of previously unrecognized deferred tax asset -5.0% (1,631,272) 0.0% - .
Balance, beginning of the year - - -
Changes in estimates relating to prior years 0.3% 84,453 0.0% S Recognized in profit or loss:
\ -3% (946,776) 1% 229,109 ) Recognition of previously unrecognized deferred tax asset 1,631,272 1,631,272 =
Unutilized capital allowances 85,283 85,283 =
b Deferred tax asset Provisions 477,726 477,726 -
Sianif ud ) ired ) ) o Unrealized foreign exchange difference (393) (393) =
ignificant management judgment is required to re;pgmzed in the accounts since the timing of the Unrelieved tax losses (626,021) (626,021) =
determine the amount of deferred tax assets that can utilization of the deferred tax assets has become Bal dofth 1567.866 1546819
be recognized, based upon the likely timing and the certain. Refer to note 5.2(d) for significant judgment \ 2IQICQ,ENC of the year 267, 246, -
level of future taxable profits together with future tax and estimate related to the computation of the
planning strategies. The deferred tax assets of the unrecognized deferred tax assets.
Group Wthh relates pnmanly to timing difference in A Current income tax liability
the recognition of unrelieved tax losses have been
recognized in these financial statements. The Group's ( GROUP BANK BANK )
deferred tax asset balance is as a result of unutilized
capital allowances and tax losses, resulting from ‘ 31 December December 31 December
significant tax exempt income on government In thousands of Naira 2019 2019 2018
securities. Despite the Group making an accounting Balance, beginning of the year 229,109 229,109 41,032
profit (profit before tax) of N32.72 billion (Bank: N32.42 e e —]
billion); it made a taxable profit of N2.127 billion — -
- . Minimum tax 228,776 228,776 =
(Bank: N2.127 billion); this was a result of the tax
: ] . Current tax 374,234 371,267 229,109
exemption granted to treasury bills (as the Group's
major source of income was its investment income Tax paid (229,109) (229,109 (41,032)
on treasury bills). Deferred tax assets have been L 603,010 600,043 229,109
Sy, | DBN evelopment =::::::= | DBN bevelormont ANNUAL INTEGRATED & STATUTORY REPORT 2019
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4 N\
GROUP BANK BANK 19  Investment securities
31 December 31 December 31 December ( GROUP BANK BANK
In thousands of Naira 2019 2019 2018
Office rent 12900 14900 57073 31 December 31 December 31 December
Business promotion and advertisement 370,094 370,094 426,608 In thousands of Naira A 2010 AL
Donations 35,250 35,250 42,000 Investments in treasury bills (measured at amortized cost) 237,447,679 228,021,240 186,167,770
Legal and secretarial fees 19,651 R 7.868 Less: Allowance for impairment (433,585) (433,279) (8)
Electricity expenses 11,150 11,150 7,138 \ 237,014,094 227,587,961 186,167,762
Audit fees 19,000 15,000 10,500
Professional services 381,449 358,596 483,215 a. Movement in Investment Securities
L Other expenses ) e
GROUP BANK BANK
18 Cash and cash equivalents 31 December 31 December 31 December
GROUP BANK BANK A In thousands of Naira 2019 2019 2018
31 December 31 December 31 December Opening balance 186,167,762 186,167,762 108,761,980
In thousands of Naira 2019 2019 2018 Purchase Oftl’eaSUry bills 261 ,273,725 251 ,224,887 321 ,647,652
Interest income on treasury bills (see note 8 32,600,380 32,187,248 25,983,907
Treasury Single Account with Central Bank of Nigeria (i) 289,715 289,715 49,730 - : ed ury LY ) 25345,538) 25310307) 26289133)
nterest receive
i igeria (ii 497 497 1,12 — —— —
Other current account balaljces with Central Bank of Nigeria (ii) 9,49 9,49 125 Maglirity ol ireasur)BIG (017.248358) (016,248358) (043,936,636)
Current account balances with local banks 1,091,278 33?)0'199831 10566'9]2; Less: Allowance for impairment (433,577) (433,271) (8)
1:330.490 ’ ’ (| Closing balance 237,014,003 227,587,961 186,167,762 |
Placements with local banks (iii) 131,524,765 130,349,182 63,457,655
132,915,255 130,679,375 63,564,642
Less: Allowance for impairment (251,672) (247,686) (250,504)
L 132,663,583 130,431,689 63,314,138

(I) This represents balances held in the Treasury Single Account with the Central Bank of Nigeria and available for the Group and Bank's use.
(i) This represents balances in development partners collection accounts with the Central Bank of Nigeria available for the Group and Bank's use without restriction
(iii) Placements with local banks comprise deposits with maturity of less than 90 days from the value date of the instruments.

( Movement in Placements with local banks GROUP BANK BANK A
31 December 31 December 31 December
In thousands of Naira 2019 2019 2018
Opening 63,457,655 63,457,655 42,796,131
Purchase of placements with local banks 855,878,413 854,771,171 682,008,572
Interest Income earned on placements with local banks 7,077,734 7,009,393 3,971,649
Proceeds from matured placements with local banks (788,682,326) (788,682,326) (665,173,660)
Interest received (6,206,711) (6,206,711) (145,037)

L Closing 131,524,765 130,349,182 63,457,655 )

N2 Development
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4
20  Loans and advances to customers Movement in allowances for impairment GROUP BANK BANK
e N
GROUP BANK BANK 31 December 31 December 31 December
31 December 31 December 31 December In thousands of Naira 2019 2019 2018
In thousands of Naira Notes 2019 2019 2018
Loans and advances to PFls at amortised cost 102,637,013 102,637,013 28,389,748 Balance at 1 January _= 99,880 99,880 3,635
Less: Allowance for impairment (see (b)) (737,340) (737,340) (99,380) iimeas;ﬂergent of E)ecember 3)1 2007 ingbalimen - 21
arge for the year (see note 10 637,460 637,460 95,924
L 101,899,673 101,899,673 28,289,868 ) G g Y
L osing balance 737,340 737,340 99,880
The carrying value of the loans and advances approximate the fair value of the loans
. ‘ 21 Investment in Subsidiary
a. Movement in Loans and advances to PFls at amortised cost allsdbsitliaries
4 \
GROUP BANK BANK ( 31 December 2019
31 December 31 December 31 December In thousands of Naira Notes % Holding Cost Impairment Carrying Value
In thousands of Naira 2019 2019 2018
S——— R nEE S Impact Credit Guarantee Limited 100 11,375,000 - 11,375,000
fincipd ales 2 : 100 | 11,375,000 - 11,375,000
Impairment (99,880) (99,880) (3,635) N
Interest 201,058 201,058 2477
Opening 28,289,868 28,289,868 181,663 \ ) ] o
, - b. Movement in gross investment in subsidiary
December 2017 impairment re-measurement = = 321 y
Impairment charge during the year (637,460) (637,460) (95,924) BANK
Loans disbursed 107,056,996 107,056,996 31,011,969 31 December 31 December
Interest income on loans 6,557,456 6,557,456 556,210 In thousands of Naira 2019 2018
Loan principal payments received (33672,354) (33672,354) (3.006,743) Balance as at the beginning of the year - =
Inter.est received (5,694,833) (5,694,833) (357,629) Additions 11.375,000 _
Closing 101,899,673 101,899,673 28,289,868 t Balance as at end of year 11,375,000 _
Closing - Loans and advances to PFls 101,899,673 101,899,673 28,289,868
Principal 101,573,332 101,573,332 28,088,810
Impairment (737,340) (737,340) (99,880) c. General information about the subsidiary
Interest 1,063,681 1,063,681 201,058 i Impact Credit Guarantee Limited
L ) This wholly owned subsidiary, incorporated on 8 March 2019 as a limited liability company, was set up to carry on the business of issuing credit guarantees to

ANNUAL INTEGRATED & STATUTORY REPORT 2019
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participating financial institutions (PFI) in respect of loans granted to eligible businesses in the Micro, Small and Medium Enterprises (MSME) sector. The
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Condensed results of consolidated entity - Impact Credit Guarantee Limited
Statement of Profit or Loss and Other Comprehensive Income
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Our approach
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Looking to
the future

y
31 31

December December

In thousands of Naira 2019 2018
Interest Income 481,473 _
Guarantee Fee Income 181 =
Guarantee Expense 360 e
Operating Income 482,014 )
Impairment loss on financial assets 4,292 -
Personnel Expenses 73,074 -
Depreciation Expenses 5,440 -
General & Administrative Expenses 101,981 4
Total Expenses 184,787 y
Profit for the period before taxation 297,227 -
Tax expense (2,965) -
Profit for the period after taxation 294,262 -
Other comprehensive income for the period, net of tax - -
Total comprehensive income for the period 294,262 -

@ ANNUAL INTEGRATED & STATUTORY REPORT 2019
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For the year ended 31 December 2019
Statement of Financial Position
4 N\
31 31
December December
In thousands of Naira 2019 2018
Assets
Cash and cash equivalents 2,231,894 -
Investment securities 9,426,133 -
Property and equipment 68,982 =
Intangible assets -
Other assets 9,222 =
Total Assets 11,736,231 -
Liabilities
Other liabilities 63,164 -
Employee benefit obligation 1,111 =
Current income tax payable (18,080) -
Provision for guarantee 449 -
Total Liabilities 46,644 -
Equity
Share capital 100,000 =
Share premium 11,275,000 =
Retained earnings 314,588 -
Total Equity 11,689,588 =
L Total liabilities and equity 11,736,232 = )
%@::: | DBN Ef:fé?ﬁ;;g?% %é::: | DB Eﬁ:fé?ﬁg:%?é ANNUAL INTEGRATED & STATUTORY REPORT 2019 @
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22 Other assets

e N
GROUP BANK BANK
In thousands of Naira 31 December 31 December 31 December
Financial assets Notes 2019 2019 2018
Cash Advances 4339 4339 5,268
Fee Receivables 270 - -
Other Receivables - p 249
4,609 4,339 5,517
Non-financial assets
Prepaid expenses 94,017 90,131 162,098
WHT receivables 337,025 331,959 230,487
431,042 422,090 392,584
L Total 435,651 426,429 398,102 )
23 Intangible Assets
( \
GROUP BANK BANK
31 December 31 December 31 December
In thousands of Naira Notes 2019 2019 2018
Cost
Opening Balance 79,832 79,832 11,076
Additions 73,567 73,567 68,756
Closing Balance 153,399 153,399 79,832
Amortization
Opening Balance 15,380 15380 1397
Charge during the period 15 31,547 2154 13083
Closing balance 46,927 46,927 15,380
Carrying amount as at 1 January 2019 64,452 64,452 9,679
Carrying amount as at 31 December 2019 106,472 106,472 64,452
\ J/
Intangible assets include software and licences i)  There were no liens or encumbrances on intangible v)  There are no internally generated intangible assets
) There were no impairment losses on intangible assets assets as at the year end (31 December 2018: Nil) vi)  No leased assets are included in the above intangible
during the year (31 December 2018: Nil) iv)  Allintangible assets are non-current. All intangible assets account.
i)  There were no capitalized borrowing cost related to assets have finite useful lives and are amortized over vii  There are no capital commitments as at year end (31

acquisition of intangible assets during the year. (31
December 2018: Nil)

ANNUAL INTEGRATED & STATUTORY REPORT 2019

three years.

December 2018: Nil; 31 December 2017: Nil)

N2 | Development
—,,9\\- DBN Bank of ng:f:i{

For the year ended 31 December 2019

24 Property and equipment

~
Group Motor Office | Computer | Furniture Leasehold | RightofUse | Workin
inithotisands encig Note Vehicles | Equipment | Equipment | &Fittings | improvement |Assets (ROU) | Progress Total
Cost
Balance as at 1 January 2019 536,198 64,772 82,081 43,479 40,015 - - 766,545
Recognition of right-of-use asset on initial application of IFRS 16 - - - 106,231 - 106,231
Additions during the period 208,794 29,447 113,318 32,265 56,750 256,011 5,894 702,479
Disposals - - (413) - - - (413)
Balance as at 31 December 2019 744,992 94,219 194,986 75,744 96,765 362,242 5,894 1,574,842
Accumulated Depreciation
Balance as at 1 January 2019 138,605 13,426 23,007 7,289 9,772 - - 192,099
Charge for the year 15 152,345 16,314 46,740 12,230 40,671 56,426 = 324,727
Disposals - - (138) - - - (138)
Balance as at 31 December 2019 290,950 29,740 69,609 19,519 50,443 56,426 - 516,687
Carrying amount as at 1 January 2019 397,593 51,346 59,074 36,190 30,243 106,231 - 680,677
L Carrying amount as at 31 December 2019 454,042 64,479 125,377 56,225 46,322 305,816 5,894 1,058,155 )
) There were no impairment losses on any class of i)  There were no liens or encumbrances on assets as at v)  The Right of Use (ROU) asset relates to the DBN's lease

property and equipment during the year.

(31 December 2018: Nil)

There were no capitalized borrowing cost related to iv)
acquisition of property and equipment during the

year. (31 December 2018: Nil)

the year end. No assets have been pledged as security
for borrowing. (31 December 2018: Nil)

There were no capital commitments as at year end.
(31 December 2018: Nil)

of its Abuja and Lagos offices

4 )
Bank Motor Office | Computer | Furniture Leasehold | Right of Use Work in
In thousands of naira Note Vehicles | Equipment | Equipment | &Fittings | improvement |Assets(ROU) | Progress Total
Cost
Balance as at 1 January 2019 536,198 64,772 82,081 43,479 40,015 - - 766,545
Recognition of right-of-use asset on initial application of IFRS 16 - - - - - 106,231 - 106,231
Additions during the period 135,074 28,949 113,318 32,061 56,750 256,011 5,894 628,057
Disposals - - (413) - - - - (413)
Balance as at 31 December 2019 671,272 93,721 194,986 75,540 96,765 362,242 5,894 1,500,420
Accumulated Depreciation
Balance as at 1 January 2019 138,605 13,426 23,007 7,289 9,772 - - 192,099
Charge for the year 15 146,947 16,283 46,740 12,220 40,671 56,426 - 319,287
Disposals - - (138) - - - - (138)
Balance as at 31 December 2019 285,552 29,709 69,609 19,509 50,443 56,426 - 511,248
Carrying amount as at 1 January 2019 397,593 51,346 59,074 36,190 30,243 106,231 - 680,677
G Carrying amount as at 31 December 2019 385,720 64,012 125,377 56,031 46,322 305,816 5,894 989,172 )
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P
Motor Office| Computer | Furniture Leasehold | Right of Use Work in

I ieEaEEe Note Vehicles | Equipment | Equipment | &Fittings | improvement |Assets(ROU) | Progress Total
Cost
Balance as at 1 January 2018 279,603 27,253 33,808 13,605 - - - 354,269
Additions during the period 256,595 37,519 48,273 33,548 36,340 - - 412,275
Reclassifications - - - (3,675) 3,675 - - -
Balance as at 31 December 2018 536,198 64,772 82,081 43,478 40,015 - - 766,544
Accumulated Depreciation
Balance as at 1 January 2018 31,457 3,691 4,500 1,505 = - - 41,153
Charge for the year 15 107,148 9,735 18,507 6,885 8,671 - - 150,946
Reclassifications - - - (1,101) 1,101 = < -
Balance as at 31 December 2018 138,605 13,426 23,007 7,289 9,772 - - 192,099
Carrying amount as at 1 January 2018 248,146 23,562 29,308 12,100 = - - 313,116
Carrying amount as at 31 December 2018 397,592 51,346 59,073 36,189 30,244 - 4 574,445

(&

) There were no impairment losses on any class of iii)  There were no liens or encumbrances on assets as at v)  The Right of Use (ROU) asset relates to the DBN's lease

property and equipment during the year.

(31 December 2018: Nil) for borrowing. (31 December 2018: Nil)

i)  There were no capitalized borrowing cost related to iv)  There were no capital commitments as at year end. (31

acquisition of property and equipment during the December 2018: Nil)

year. (31 December 2018: Nil)

the year end. No assets have been pledged as security

of it's Abuja and Lagos offices.

a) Work in Progress
e ™
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira 2019 2019 2018
Leasehold Improvement 3,843 3,843 -
Office Equipment 1,156 1,156 -
Furniture and Fittings 895 895 -
5,894 5,894 o
. J
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25 Other liabilities
( N\
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira 2019 2019 2018
Financial Liabilities
Audit fees 19,500 19,500 15,000
Accrued directors emolument - - 26,000
Accrued performance bonus (see note (i)) 628,738 628,738 611,208
Payables to vendors 714313 655,935 141,813
Sundry creditors - Other payables USD 179,996 179,996 -
Lease liability 201,391 201,391 =
Deposit from Participating Financial Institutions 3,933,608 3,933,608 =
5,677,546 5,619,168 794,021
Non Financial liabilities
PAYE payable 4,579 966 142
NHF payable 32 1 32
WHT payable 17,887 17,831 18,016
NSITF payable 543 - 3,095
ITF payable 543 - 16,220
23,584 18,798 37,505
L Total 5,701,130 5,637,966 831,526

i. Accrued performance bonus relates to accrual for 5% of the Bank's profit in respect of employee performance bonus approved by the Directors
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26 Employee benefit obligation

p

GROUP BANK BANK

31 31 31

December December December

In thousands of Naira 2019 2019 2018

Defined pension contribution

Opening balance - - 230

Additions during the year 1,111 - 35,893

Payments - - (36,123)

§ Balance, end of the year 1,111 - -

27 Deposit for shares

z

GROUP BANK BANK

31 31 31

December December December

In thousands of Naira Notes 2019 2019 2018

Balance, beginning of the year - - 20,639,965

Additions = - -

Transfer to share capital and premium (see note 30(b)(i)) - - (20,639,965)

L Balance, end of the year - - -

28 Provision for guarantee

4

GROUP BANK BANK

31 31 31

December December December

In thousands of Naira Notes 2019 2019 2018

Balance, beginning of the year - - -

Guarantee expense for the period 360 = =

Deferred Guarantee Income 89 2 -

Claims paid during the period - - -

Balance, end of the year 449 - -

.

This amount represents the total provisions for guarantees initially recognized, less the cumulative amounts of income recognized with respect to
guarantee contracts entered into by the Group.
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29 Borrowings MSMEs in Nigeria. The exposure of borrowings to
interest rate risks and liquidity risks can be found at
Borrowings comprise loans from the Federal Note 6.5a and Note 6.6 respectively. The Federal
Government of Nigeria, received and to be repaid in Government of Nigeria obtained the financing from
Naira, for on-lending to Participating Financial the International Development Partners, and the
Institutions, who on-lend these funds to eligible carrying amounts are as analysed below:
( N\
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira 2019 2019 2018
International Bank for Reconstruction and Development (IBRD)
(see note (i) 134,397,521 134,397,521 38,521,098
Agence Francaise de developpement (AFD) (see note (ii) 29,384,615 29,384,615 14,519,544
KfW German Development Bank (see note (jii) 58,135,863 58,135,863 61,814,573
African Development Bank (AfDB) (see note (iv) 72,019,793 72,019,793 27,242,684
African Development Fund (Fund of AfDB) (see note (iv) 14,546,476 14,546,476 9,606,163
( Balance, end of the year 308,484,268 308,484,268 151,704,062 |

The Bank has not had any defaults of principal, interest or other breaches with respect to their liabilities during the year.

) The amount due to International Bank for
Reconstruction and Development (IBRD) of
N134.4 billion (Principal: N129,182,985,
Interest: N5,214,536) represents the carrying
amount of the first, second, third and fourth
drawdown of the World Bank's US$480 million
commitment to the Federal Government of
Nigeria ("FGN"). A subsidiary agreement exists
between the FGN and DBN denominated in
Naira, in respect of this borrowing. The purpose
of the borrowing is to provide funds to Micro,
Small and Medium Scale Enterprises (MSMEs)
through eligible Participating Financial
Institutions (PFls). The first tranche of the
borrowing was received on 29 August 2017
and the loans are repayable (in Naira) in 42

N7 | Development
=,©\\= DBN Bank of Nigeria
i

semi-annual instalments; with a moratorium of
5 years on principal repayment. The interest
rate is 4 % per annum; and the last repayment
date of the facility is 15 October 2036.

i)  The amount due to Agence Francaise de
developpement ("AFD") of N29.4 billion
(Principal: N27,784,545, Interest: N1,600,070)
represents the carrying amount of the first and
second drawdown of the AFD's $130 million
commitment to the Federal Government of
Nigeria ("FGN"). A subsidiary agreement exists
between the FGN and DBN denominated in
Naira, in respect of this borrowing. The purpose
of the borrowing is to provide funds to Micro,
Small and Medium Scale Enterprises (MSMEs)

iii)

through eligible Participating Financial
Institutions (PFls). The first tranche of the
borrowing was received on 7 September 2017
and the loan is repayable (in Naira) in 20 semi-
annual instalments, with the first payment due
on 31 October 2020 and last due on 30 April
2030.The interest rate is 3.55 % per annum.

The amount due to KIW German Development
Bank ("KfW") of N58.1 billion (Principal:
N58,129,509, Interest: N6,354) represents the
carrying amount of the N24.4billion first

tranche, N11.4billion second tranche,
N11.1billion third tranche and N11.2billion fourth
tranche of total drawdown of the KfW's $200
million commitment to the Federal Government

Appendices
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of Nigeria ("FGN") and Development Bank of
Nigeria ("DBN"). Although, the Development
Bank of Nigeria and the Federal Government of
Nigeria ("FGN") are both named borrowers in the
borrowing agreement with the foreign
development partner; the funds are received
directly from KfW by the FGN; who undertakes to
provide the funding to DBN. The purpose of the
borrowing is to provide funds to Micro, Small and
Medium Scale Enterprises (MSMEs) through
eligible Participating Financial Institutions (PFls).
The first tranche of the borrowing was received
on 12 October 2017 and the loan is repayable (in
Naira) in semi-annual instalments, with the first
payment due on 30 December 2019 and last due
on 30 December 2029. The interest rate is 3.99 %
per annum.

a Movement in borrowings

iv)

The amount due to African Development Bank
("AfDB") of N72 billion (Principal: N69,764,965,
Interest: N2,254,828) represents the carrying
amount of the first and second drawdown of the
AfDB's $400 million commitment to the Federal
Government of Nigeria ("FGN") and
Development Bank of Nigeria ("DBN"). Although,
the Development Bank of Nigeria and the
Federal Government of Nigeria ("FGN") are both
named borrowers in the borrowing agreement
with the foreign development partner; the funds
are received directly from AfDB by the FGN; who
undertakes to provide the funding to DBN.The
inflows were received on 27 March, 2018 and 10
October, 2019 and the loans are repayable (in
Naira) in semi-annual instalments over 15 years in
30 equal instalments with the last instalment due
on 15 October 2034. The interest rate is 4 % per

Our approach Looking to Appendices
to sustainability the future

annum. African development fund ("ADF") is a
special fund of the African Development Bank
("AfDB"). The N14.5 billion (Principal: N14,362,233,
Interest: N184,243) ADF represents the carrying
amount of the first, second and third tranches of
the ADF borrowing commitment to the Federal
Government of Nigeria ("FGN") and
Development Bank of Nigeria ("DBN"). The actual
inflow of the three tranches were received on 31
January 2018, 9 April, 2018 and 11 October 2019
respectively and the loans are repayable (in
Naira) in semi-annual instalments over 15 years in
30 equal instalments with the last instalment due
on 15 October 2044. The interest rate is 1 % per
annum.

( GROUP BANK BANK )
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
Principal 147423910 147,423,910 87,010,614
Interest 4,280,152 4,280,152 887,770
Opening 151,704,062 151,704,062 87,898,384
Long term debt inflow 154,706,802 154,706,802 60,411,962
Long term principal repayment (2,906,475) (2,906,475) -
Interest expense for the year 8,187,131 8,187,131 4,342,680
Interest paid (3,207,252) (3,207,252) (950,298)
Closing 308,484,268 308,484,268 151,702,728
Principal 299,224,237 299,224,237 147,423,910

L Interest 9,260,031 9,260,031 4,280,152 |

The carrying amount of the borrowings approximate the fair value of the borrowings
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30 Capital and reserves
a Ordinary share capital
( \
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
Authorised ordinary share capital
100,000,000 shares of N1 each 100,000 100,000 100,000
100,000 100,000 100,000
Issued and paid up: 100,000,000 ordinary shares at N1 each
Opening balance 100,000 100,000 40,000
Addition (see b(i) below) - - 60,000
Closing balance 100,000 100,000 100,000

.

Addition relates to the payment for the 60 million ordinary shares allotted to the Federal Ministry of Finance Incorporated (MOFI), Nigeria Sovereign

Investment Authority (NSIA), African Development Bank and European Investment Bank during the year ended 31 December 2018. The holders of ordinary

shares are entitled to receive dividends as declared from time to time, and are entitled to one vote per share at meetings of the Bank. All ordinary shares

rank equally with regard to the Bank's residual assets

b Share premium

GROUP BANK BANK

31 31 31

December December December

In thousands of Naira Notes 2019 2019 2018
Balance, beginning of the year 99,762,570 99,762,570 39,940,842
Additions to share capital (see b(i) below) - - 59,940,000

Share issue costs - - (118,272)

L Balance, end of the year 99,762,570 99,762,570 99,762,570

J

The share premium of N99,762,570,000 represents a premium of N998 per share on 100 million ordinary shares paid up by the Bank's shareholders as at the

year ended 31 December 2018.

N7 | Development
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I) Proceeds from issue of share capital
4 N\
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
Proceeds from issue of shares - 39,360,035
Transfer from deposit for shares - 20,639,965
- 60,000,000
Applied to:
Share capital (see note (a)) 3 (60,000)
Share premium (see note (b)) - (59,940,000)
- (60,000,000)

¢ Retained earnings

This account represents the retained earnings of the Group and Bank up to the statement of financial position date. The movement in this account

during the year was as follows:

4 N\
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
Balance, beginning of the year 17,690,386 17,690,386 2,281,255
Re-measurement of impairment as at 1 January, 2018 (see note 5.1(c)) - - (321)
Profit for the year 33,911,459 33,596,871 22,681,836
Transfer to statutory reserves (see note 30(d)) (10,079,061) (10,079,061) (6,804,550)
Transfer to regulatory risk reserves (see note 30(e)) (847,485) (847,485) (467,831)
Balance, end of the year 40,675,299 40,360,711 17,690,389

L J
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d Statutory Reserves

Nigerian banking regulations require the Bank to make an annual appropriation to a statutory reserve. As stipulated by S.16(1) of the Banks and Other
Financial Institution Act of Nigeria, an appropriation of 30% of profit after tax is made if the statutory reserve is less than paid-up share capital and 15% of
profit after tax if the statutory reserve is greater than the paid up share capital.

As at 31 December 2019, the Bank's statutory reserves is less than its paid up share capital of N100 billion; hence 30% of the profit after tax was
appropriated to the Statutory Reserve.

( N\
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
Balance, beginning of the year 8,023,196 8,023,196 1,218,646
Transfer from appropriation (see note 30(c)) 10,079,061 10,079,061 6,804,550
Balance, end of year 18,102,257 18,102,257 8,023,196

.

e Regulatory risk reserves

The regulatory risk reserve represents the difference between the impairment on loans and advances computed under Nigeria GAAP based on the Central

Bank of Nigeria prudential guidelines and the expected credit loss model required by IFRS 9 for the years ended 31 December 2018 and 31 December 2019.

As at 31 December 2019, the Bank's NGAAP provision was higher than the IFRS impairment; hence, a transfer of N847.485 million (2018: N467.831 million)

was made to the Regulatory risk reserve

p
GROUP BANK BANK

31 31 31

December December December

In thousands of Naira Notes 2019 2019 2018
Balance, beginning of the year 467,915 467,915 84
Transfer from appropriation (see note 30(c)) 847,485 847,485 467,831

L Balance, end of year 1,315,400 1,315,400 467,915
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31 Cash flow workings
a  Changes in working capital
( GROUP BANK BANK )
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
i Other liabilities
Opening 831,527 424,566 831,526 424,566
Movement 4,869,603 406,961 4,806,440 406,953
Closing 25 5,701,130 831,527 5,637,966 831,527
i Employee benefit obligation
Opening - - 230
Movement 1,111 - (230)
Closing 26 1,111 - -
i Other assets
Opening 398,102 398,102 59,464
Recognition of right-of-use asset on initial application of IFRS 16 24 (106,231) (106,231) -
Movement 143,780 134,558 338,638
Closing 22 435,651 426,429 398,102
iv_Provision for guarantee
Opening - - -
Movement 449 3 -
Closing 28 449 d -
v Impairment loss on financial assets - Other Assets
Opening 250,512 250,512 -
Movement 434,744 430,452 250,512
Closing 685,256 680,964 250,512
Impairment loss on financial assets - Cash and cash equivalent 18 251,672 247,686 125,256
Impairment loss on financial assets - Investment Securities 19 433,585 433,279 125,256
vi Impairment loss on placements with local banks
Opening 250,504 250,504 8)
Movement 1,168 (2,818) 250,512
Closing 18 251,672 247,686 250,504
| J
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b Property and equipment
i Gain on disposal of property and equipment
p
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
Proceeds from disposal 287 287 -
Cost of assets 413 413 -
Accumulated depreciation (138) (138) -
Carrying value 275 275 =
L Gain on disposal 12 12
ii Purchase of property and equipment
p
Additions to property and equipment 702,479 628,057 412,275
Additions: Right of Use Assets (see bii) below) (256,011) (256,011) -
Purchase of property and equipment 446,468 372,046 412,275
(&
¢ Right of Use Assets (ROU) and Payment of lease liability
-
GROUP BANK BANK
31 31 31
December December December
In thousands of Naira Notes 2019 2019 2018
. Payment of principal and interest on lease liability
Interest payment on lease liability 4819 4819 _
Payment of lease liabilities 54,621 54,621 -
59,440 59,440 =
i Additions to right of use asset (ROU):
Cash portion 59,440 59,440 ;
Non-cash portion 196,571 196,571 -
24 256,011 256,011 =

The cash portion of the addition to ROU assets represents actual cash payments made
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d. Gross earnings b Bank
-
GROUP BANK BANK
31 31 31 i Transactions with key management personnel
December December December The Bank's key management personnel and persons connected with them, are also considered to be related parties for disclosure purposes. Key management
In thousands of Naira Notes 2019 2019 2018 personnel includes close members of family of key personnel and any entity over which key management personnel exercises control. The key management
Interest income 46,235,570 45,754,097 30,511,766 personnel has been identified as the Managing director of the Bank. The Bank did not have any transactions with key management personnel except for the
R e 181 _ } following compensation disclosed below:
: 7 N
Other income 1,131 1,131 130,183 BANK BANK
Closing 46,236,882 45,755,228 30,641,949
\ 31 31
December December
‘ In thousands of Naira 2019 2018
32 Related party transactions a. Group close m.embers oLfathly of key personnel and Salaries and wages 130,142 124126
i.Transactions with key management any entity over which key management : —
: Pension contribution 6,908 6,593
Parties are considered to be related if one party has personnel personnel exercises control. The key . ™ 050 D
the ability to control the other party or exercise management pgrsonnel has been identified as \ z J J
influence over the other party in making financial and The Group's key management personnel and the Managing director of the Group. The Group p \
operational decisions, or one other party controls persons connected with them, are also did not have any transactions with key BANK
both. The definition includes directors and key considered to be related parties for disclosure management personnel except for the 31
management personnel. purposes. Key management personnel includes following compensation disclosed below: In thousands of Naira Relationship Nature Note | December 2018
Ve N\ Related entities
BANK
Additional borrowings received | 29 154,706,802
In thousands of Naira 31 December 2018 A
Federal Government of Nigeria (represented by the Sharehold Princioal repavments made | 29 2906475
Salaries and wages 130,142 Minister of Finance) arenolder [l E(ERy UG
Pension contribution 6,908 Interest expense incurred | 29 8,187,131
S 137,050) L Interest repayments made 29 3,207,252 )
ii  Other related parties and balances are listed below:
4 )
( BANK ) BANK
) — 31
In thousands of Naira Relationship Nature | Note | 31 December 2018 !
sonco @ - In thousands of Naira Relationship Nature Note | December 2018
Related entities —
Related entities
Additional borrowings received| 29 154,706,802 ~ ' '
Additional borrowings received | 29 60,411,962
Federal G t of Nigeri ted by th Principal repayments made 29 2,906,475 Lo
el Govamene e’ Mg (iaresemtes o) i SRy eI EREY AECLIE RSOSSN @NTgRIE (eaiEsem iz 3/ i Shareholder Interest expense incurred | 29 4,342,680
Minister of Finance) Minister of Finance)
Interest expense incurred 29 8,187,131
Interest repayments made 29 950,298
Interest repayments made 29 3,207,252 \ y
\ J
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33 Events after the reporting date

There were no events after the end of the reporting
period which could have a material effect on the
financial statements of the Bank which have not been
recognised and/or disclosed in the financial

34 Commitments

The Group has the commitment of the Federal Government of Nigeria (FGN) who is to
provide loan funding for on-lending to MSMEs. To achieve this, the FGN is in contract with
the following foreign development partners to obtain the financing for the loan funding:

statements.

4 )
Foreign Development Partner
In thousand dollars Amount
World Bank 480,000
KfW (German Development Bank) 200,000
Agence Francaise de developpement 130,000
African Development Bank 450,000

1,260,000
L J

The funds are long tenor loans to the Group and will be drawn down contingent upon meeting certain disbursement linked
indicators. See note 29 for details of drawdown on borrowings as at 31 December 2019.
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35. The following table shows the analysis of assets and liabilities and on the basis of their current/ non-current classification.

e 2
Group 31 December 2018
In thousands of Naira Note Amount Current Non Current
Assets
Cash and cash equivalents 18 132,663,583 132,663,583 =
Investment securities 19 237,014,094 237,014,094 =
Loans and advances to customers 20 101,899,673 28,380,826 73,518,847
Investment in subsidiaries 21 = ~ -
Deferred tax asset 17b 1,567,866 = 1,567,866
Other assets 22 435,651 435,651 =
Intangible assets 23 106,472 - 106,472
Property and equipment 24 1,058,155 - 1,058,155
Total Assets 474,745,494 398,494,154 76,251,340
Liabilities
Other liabilities 25 5,701,130 5,701,130 -
Employee benefit obligation 26 1,111 1,111 -
Provision for guarantee 28 449 449 =
Current income tax liability 17¢ 603,010 603,010 -
Borrowings 29 308,484,268 25,512,907 282,971,361

L Total Liabilities 314,789,968 31,818,607 282,971,361 )

A
Zn

| DB Development
Bank of Nigeria
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e \ e \
Group 31 December 2019 Group
In thousands of Naira Note Amount Current Non Current In thousands of Naira Note Amount Current Non Current
Assets Assets
Cash and cash equivalents 18 130,431,689 130,431,689 Cash and cash equivalents 18 63,314,138 63,314,138 -
Investment securities 19 227,587,961 227,587,961 Investment securities 19 186,167,762 186,167,762 -
Loans and advances to customers 20 101,899,673 101,899,673 Loans and advances to customers 20 28,289,868 4,852,637 23,437,231
Investment in subsidiaries 21 11,375,000 11,375,000 Investment in subsidiaries 21 - - -
Deferred tax asset 17b 1,546,819 1,546,819 Other assets 22 398,102 318429 79,673
Other assets 22 426,429 426,429 Intangible assets 23 64,452 - 64,453
Intangible assets 23 106,472 106,472 Property and equipment 24 574,445 - 574,445
Property and equipment 24 989,172 989,172 Total Assets 278,808,767 254,652,966 24,155,801
Total Assets 474,363,215 358,446,079 115,917,136

Liabilities

Liabilities Other liabilities 25 831,526 831,527 -
Other liabilities 25 5,637,966 5,637,966 Current income tax liability 17¢ 229,109 229,109 -
Current income tax liability 17¢ 600,043 600,043 Borrowings 29 151,704,062 771916 150,932,146
Borrowings 29 308,484,268 25,512,907 282,971,361 Total Liabilities 152,764,698 1,832,552 150,932,146
Total Liabilities 314,722,277 31,750,916 282,971,361

\ y,

36 Dividend
The directors have not proposed any dividend in the year ended 31 December 2019 (31 December 2018: Nil).
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37 Changes in presentation and classification of comparatives

Certain changes were made to the presentation and classification of line items on the consolidated and separate statement of cash flow. The changes were made in order
to achieve fairer presentation and had no impact on the net assets of profit for the year as previously reported. Further details are shown below:

Group

In thousands of Naira

Cash flows from operating activities:

Interest expense on borrowings 4,342,680

Total Impact on net cash flows used in operating

activities 4,342,680

Net Cash flows used in investing activities

Cash flows from financing activities

Repayment of interest on borrowings (950,298)

Proceeds from long term borrowing (3,392,382)

Total impact on net cash flows from financing activities (4,342,680)

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

a. Proceeds from long term borrowings which was previously presented as a net figure has been split into interest expense on borrowings, repayment of interest on
borrowings and proceeds from long term borrowings.

Ml Devel t
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VALUE ADDED STATEMENT VALUE ADDED STATEMENT
4 )\ ( )\
Group Bank
In thousands ofNaira 31 December 2019 % In thousands ofNaira 31 December 2019 % 31 December 2018 %
Gross income 46,236,882 Gross income 45,755,228 30,511,766
Interest expense (8,191,950) Interest expense (8,191,950) (4,342,680)
Impairment loss on loans (1,072,204) Impairment loss on loans (1,067,912) (346,436)
Bought in materials and services (1,893,040) Bought in materials and services (1,859,681) (1,516,010)
35,079,688 34,635,685 24,306,639
Applied to pay: Applied to pay:
Employees Employees
- Employees as personnel expenses 1,659,385 4% - Employees as personnel expenses 1,586,311 5% 1,255,950 5%
Government Government
TEREeR (1,193,632) 3% - Taxation (1,175,552) -3% 229,109 1%
Retained in business Retained in business
Replacement of property and equipment/Intangibles 702,479 2% Replacement of property and equipment/Intangibles 628,057 2% 164,929 1%
- Increase in reserves 33,911,456 97% - Increase in reserves 33,596,869 97% 22,656,652 93%
0, 0,
35,079,688 100% 34,635,685 100% 24,306,640 100%
g J g J

This statement represents the distribution of the wealth created through the use of the Group's assets and its employees' efforts
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p
Group
In thousands of Naira 31 December 2019
ASSETS EMPLOYED
Assets
Cash and balances with central banks 132,663,583
Investment securities 237,014,094
Loans and advances 101,899,673
Investment in subsidiaries -
Deferred tax asset 1,567,866
Other assets 435,651
Intangible assets 106,472
Property and equipment 1,058,155
Total assets 474,745,494
Liabilities
Other liabilities 5,701,130
Employee benefit obligation 1,111
Deposit for shares =
Provision for guarantee 449
Current income tax payable 603,010
Borrowings 308,484,268
L Total liabilities 314,789,968
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Group

In thousands of Naira 31 December 2019
Equity

Share capital 100,000
Share premium 99,762,570
Retained earnings 40,675,299
Other reserves:

Statutory reserves 18,102,257
Regulatory risk reserve 1,315,400
Total equity 159,955,526

Total liabilities and equity 474,745,494
Gross income 46,236,882
Profit/(Loss) before income tax 32,946,600
Taxation 1,193,632
Profit/(Loss) for the year 33,911,456

\ J/
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FINANCIAL SUMMARY FINANCIAL SUMMARY
p
BANK BANK
In thousands of Naira 31 December 2019 31 December 2018 31 December 2017 31 December 2016 31 December 2015 In thousands of Naira 31 December 2019 31 December 2018 31 December 2017 31 December 2016 31 December 2015
ASSETS EMPLOYED ASSETS EMPLOYED
Assets Equity
Cash and cash equivalents 130,431,689 63,314,138 43,159,800 19,600,122 19,991,920 Share capital 100,000 100,000 40,000 20,000 10,000
Investment securities 227,587,961 186,167,762 108,761,980 = = Share premium 99,762,570 99,762,570 39,940,842 19,978,284 =
Loans and advances 101,899,673 28089 868 182,306 ) B} Retained earnings 40,360,711 17,690,389 2,281,255 (562,169) (167,033)
Investment in subsidiaries 11,375,000 S = = = Other reserves:
Deferred tax asset 1,546,819 = - - - Statutory reserves 18,102,257 8,023,196 1,218,646 = S
Other assets 426,429 398,102 59,457 23,100 1,408 Regulatory risk reserve 1,315,400 467,915 84 N _
Intangible assets 106472 64,452 9679 3 - Total equity 159,640,938 126,044,070 43,480,827 19,436,115 (157,033)
Property and equipment 989,172 574,445 313,116 = -
Total assets 474,363,215 278,808,767 152,486,338 19,623,222 19,993,328 Total liabilities and equity 474,363,215 278,808,767 152,486,338 19,623,222 19,993,328
Liabilities
Gross income 45,755,228 30,641,949 6,050,245 53,217 =
Accruals and other payables 5,637,966 831,526 424 565 164,546 152,930
Employee benefit obligation - - 230 22,561 7431 Profit/(Loss) before income tax 32,650,093 22,910,945 4,103,186 (395,136) (160,453)
Deposit for shares - - 20,639,965 - 19,990,000
Current income tax payable 600,043 229,109 41,032 = - Taxation 1,175,552 (229,109) (41,032) - _
Borrowings 308,484,268 151,704,062 87,899,719 = =
iabiliti 14,722,277 152,764,697 1 11 187,107 20,1 1
Total liabilities 314722, 2276469 09,005 87.10 015036 Profit/(Loss) for the year 33,596,869 22,681,836 4,062,154 (395,136) (160,453)
g
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GRI DISCLOSURE INDIVIDUAL DISCLOSURE ITEMS LOCATION IN REPORT

GRI 102-1 Name of organization Page 6

102-2 Activities, brand, products and Page 14

102-3 Location of headquarters Page 16

102-4 Location of operations Page 16

102-5 Nature and ownership of firm Page 6

102-6 Markets served including geo locations, products and services Page 16, 18, 28,75-76
offered, types of customers & beneficiaries

Scale of organisation- number of employees, number of Page 16, 28-29
operations, net revenues, quantity of products services offered

Total number of employees -by employment contract Page 54
permanent & temporary by gender, region, employment type

Description of organization’s value chain (business model) Page 27

Significant changes to the organizations structures - changes in Page 27-29, 50-51
location, operations, facility openings, closings, expansions
share capital structure, relationships with suppliers/vendors,

102-11 Approach to risk management Page 33

102-12 List of externally developed economic, environmental, and Page 60-63
social charters to which organization subscribes to

102-14 Sustainability statement from most senior decision Page 11,25
maker-CEO/Chairman

102-15 Key impacts, risks and opportunities Page 74, 30-32

102-17 Description of internal and external mechanisms Page 44
for ethical/unlawful behavior (whistleblowing)

102-18 Governance structure Page 43

102-19-23 Reporting structure Page 36
102-40-44 Stakeholder engagement Page 72-73
404-1-3 Employee Training and Education Page 54-56
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