NIGERIA TRUST FUND

FINANCIAL MANAGEMENT

NTF Resources

The Nigeria Trust Fund (NTF) is a special fund administered by
the Bank. The Fund’s resources primarily consist of subscrip-
tions by the Federal Republic of Nigeria. The NTF was estab-
lished in 1976, for an initial period of thirty (30) years, when an
agreement establishing the NTF was executed between the
Bank and the Federal Republic of Nigeria, with a provision for
extension by mutual agreement. After two annual extensions
in 2006 and 2007, the operation of the NTF was extended for
ten years with effect from April 26, 2008, following a positive
evaluation of its performance during the initial thirty (30) years
of operation. Following the approval of the Federal Govern-
ment of Nigeria, the Agreement was extended for an addi-
tional period of five years starting from April 25, 2018.

Loan Products

NTF provides financing in the form of loans to the least devel-
oped and low-income regional member countries at conces-
sionary rates in order to enhance economic development and
social progress in Africa. In the past the NTF has provided
concessional financing exclusively to public sector operations.
However, for the extension period to 2018, the Fund's mandate
has been expanded to cover financial support to private sector
operations as well, including the microfinance subsector.

Investments

The cash and treasury investments of the NTF, all denominated
in US Dollars, amounted to UA 95.79 million on December
31, 2020 compared to UA 103.20 million at the end of 2019.
Investment income for 2020 was UA 0.95 million, represent-
ing a return of 0.93 percent, on an average liquidity level of
UA 101.73 million, compared to an income of UA 2.82 million
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representing a return of 2.64 percent on an average liquidity
of UA 106.80 million in 2019. The portfolio outperformed its
benchmark in 2020 by 31 basis points.

Loan Portfolio

Cumulative loans signed, net of cancellations, as of December
31, 2020 amounted to UA 353.12 million. No new operations
were approved or signed in 2020. Table 1.7 below presents the
evolution of loans approved, loans and the undisbursed bal-
ances from 2016 to 2020. As of December 31, 2020 there were
35 active loans with an outstanding amount of UA 78.46 million
and 55 fully repaid loans amounting to UA 177.47 million.

Disbursements

Disbursements decreased from UA 12.40 million in 2019
to UA 10.65 million in 2020. As of December 31, 2020,
cumulative disbursements amounted to UA 301.02 million
(2019: UA 290.37 million). A total of 73 loans amounting to
UA 255.80 million were fully disbursed as of December 31,
2020, representing 84.98 percent of cumulative disbursements
on that date. Figure 1.4 shows the evolution of loan disburse-
ments and repayments over the past five years.

Repayments

Principal loan repayments amounted to UA 5.16 million in 2020
compared to UA 4.00 million in 2019, representing an increase
of 29 percent over the previous year. Cumulative repayments
as of December 2020 stood at UA 202.74 million.

Risk Management Policies and Processes

The NTF, like the Bank, seeks to reduce its exposure to risks
that are not essential to its core business of providing devel-
opment-related assistance, such as liquidity, currency and
interest rate risks. The Fund follows stringent risk management
procedures in managing these risks. Note C to the Financial
Statements of the Fund provides the details of the risk man-
agement policies and practices employed by NTF.

Table 1.7
Lending Status, 2016-2020
(UA millions)

2020 2019 2018 2017 2016
Loans Approved - 4.00 13.30 - 18.46
Disbursements 10.65 12.40 10.97 7.41 10.98
Undisbursed Balances 52.10 62.75 57.80 68.77 60.81
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FINANCIAL RESULTS Figure 1.4 Loan Disbursements and
Repayments, 2016-2020
The NTF's revenue for 2020 was UA 2.14 million representing a (UA millions)

decrease of 48.01 percent from UA 4.10 million earned in 2019, 15

mainly due to a decline in market interest rates. @ Disbursements

. L . @ Loan Repayments
NTF's income before distributions approved by the Board of
Governors increased by UA 0.02 million from UA 2.90 million in 1

2019 to UA 2.92 million in 2020.

Administrative expenses representing the NTF's share of the
total shareable expenses of the ADB Group, decreased by
UA 0.39 million from UA 0.82 million in 2019 to UA 0.43 million
in 2020. As noted earlier, the NTF's share of the total shareable
expenses of the ADB Group is based on a predetermined
cost-sharing formula, which is driven by the relative level of
certain operational volume indicators and relative balance
sheet-size. However, the NTF's share of total administrative
expenses is capped at no more than 20 percent of its gross
income in any year.

The NTF's reserves net of cumulative currency translation
adjustments decreased by 9.2 percent from UA 49.69 million at
the end of 2019 to UA 45.14 million as of December 31, 2020.

2020 2019 2018 2017 2016
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Nigeria Trust Fund

Balance sheet
As at 31 December 2020
(UAthousands - Note B)

ASSETS 2020 2019
DUE FROM BANKS 2,550 2,439
INVESTMENTS (Note E) 93,241 100,760
ACCOUNTS RECEIVABLE
Accrued income and receivables on loans (net) 362 1,010
Accrued income on investments 87 252
Other receivables 514 210
963 1,472
LOANS (Notes C & F)
Disbursed and outstanding (net) 77,703 74,798
TOTAL ASSETS 174,457 179,469
The accompanying notes to the financial statements form part of this statement.
LIABILITIES & EQUITY
ACCOUNTS PAYABLE 733 1,189
EQUITY (Note G)
Capital 128,586 128,586
Reserves:
Retained earnings 151,033 148,403
Cumulative Currency Translation Adjustment (Note B) (105,895) (98,709)
Total reserves 45,138 49,694
Total Equity 173,724 178,280
TOTAL LIABILITIES & EQUITY 174,457 179,469

The accompanying notes to the financial statements form part of this statement.
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Income statement

for the year ended 31 December 2020
(UA thousands - Note B)
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2020 2019
INCOME (Note H)
Income and charges on loans 1,191 1,287
Income from investments 946 2,816
Total income 2,137 4,103
EXPENSES
Administrative expenses (Note ) (428) (821)
Bank charges and sundry losses (69) (18)
Total expenses (497) (839)
Write-back/ (Provision) for impairment on loan principal and charges (Notes B, C & F) 1,280 (363)
Total expenses and provision for impairment 783 (1,202)
Income before distributions approved by the Board of Governors 2,920 2,901
Distributions of income approved by the Board of Governors (Note G) (290) (266)
NET INCOME FOR THE YEAR 2,630 2,635
The accompanying notes to the financial statements form part of this statement.
Statement of comprehensive income
for the year ended 31 December 2020
(UA thousands - Note B)
2020 2019
NET INCOME FOR THE YEAR 2,630 2,635
Other comprehensive income
Currency translation adjustment (7,186) 1,017
TOTAL COMPREHENSIVE INCOME FOR THE YEAR (4,556) 3,652
The accompanying notes to the financial statements form part of this statement.
Statement of change in equity
for the year ended 31 December 2020
(UAthousands - Note B) .
Cumulative
Currency
Retained Translation
Capital Earnings Adjustment Total Equity
BALANCE AT JANUARY 1, 2019 128,586 145,768 (99,726) 174,628
Net income for the year - 2,635 - 2,635
Currency translation adjustment - - 1,017 1,017
BALANCE AT DECEMBER 31, 2019 128,586 148,403 (98,709) 178,280
BALANCE AT JANUARY 1, 2020 128,586 148,403 (98,709) 178,280
Net income for the year - 2,630 - 2,630
Currency translation adjustment - - (7,186) (7,186)
BALANCE AS AT DECEMBER 31, 2020 128,586 151,033 (105,895) 173,724

The accompanying notes to the financial statements form part of this statement.
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Statement of cash flows

For the year ended 31 December 2020
(UA thousands - Note B)

2020 2019
CASH FLOWS FROM:
OPERATING ACTIVITIES:
Net income 2,630 2,635
Adjustments to reconcile net income to net cash provided by operating activities:
(Write-back)/Provision for impairment on loan principal and charges (1,280) 363
Unrealized losses/(gains) on investments 45 (79)
Changes in accrued income and receivables on loans 1,321 (201)
Changes in net current assets (564) 447
Net cash from in operating activities 2,152 3,165
INVESTING, LENDING AND DEVELOPMENT ACTIVITIES:
Disbursements on loans (10,648) (12,398)
Repayment of loans 5,160 4,004
Investments maturing after 3 months of acquisition:

At fair value through profit or loss 13,803 5,642
Net cash (used in)/generated from investing, lending and development activities 8,315 (2,752)
Effect of exchange rate changes on cash and cash equivalents (4,028) 627
Net (decrease)/increase in cash and cash equivalents 6,439 1,040
Cash and cash equivalents at the beginning of the year 11,112 10,072
Cash and cash equivalents at the end of the year 17,551 11,112
COMPOSED OF:

Investments maturing within 3 months of acquisition 15,001 8,673
Cash 2,550 2,439
Cash and cash equivalents at the end of the year 17,551 11,112
SUPPLEMENTARY DISCLOSURE
1. Operational cash flows from interest

Interest received 1,839 1,086
2. Movement resulting from exchange rate fluctuations on loans (3,169) 536

The accompanying notes to the financial statements form part of this statement.
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Notes to the financial statements
for the year ended 31 December 2020

Note A - Nature of Operations

The Nigeria Trust Fund (the Fund or NTF) was established under an agreement signed on 26 February, 1976 (the Agreement)
between the African Development Bank (ADB or the Bank) and the Federal Republic of Nigeria. The ADB, headquartered in
Abidjan, Céte d'lvoire, manages the resources of the Fund on behalf of the Government of Nigeria. The purpose of the Fund is
to assist in the development efforts of the poorer ADB Regional Member Countries. The Agreement stipulates that the Fund shall
be in effect for 30 years from the date the Agreement became effective and that such sunset date may be extended by mutual
agreement between the Bank and the Federal Republic of Nigeria. The Agreement expired on 26 April 2006 and was extended
twice for one-year periods, to allow for the completion of an independent review of the operations of the Fund. Following the
successful completion of the independent review, the Agreement was extended for ten years starting from 26 April 2008.

Following the approval of the Federal Government of Nigeria, the Agreement was extended for an additional period of 5 years
starting from 25 April 2018.

Note B - Summary of Significant Accounting Policies

The financial statements of the Fund are prepared in accordance with International Financial Reporting Standards (IFRS) as issued
by the International Accounting Standards Board (IASB). The financial statements have been prepared under the historical cost
convention except for certain financial assets that are carried at fair value.

The significant accounting policies employed by the Fund are summarized below:

Revenue Recognition

Interest income is accrued and recognized based on the effective interest rate for the time such an instrument is outstanding and
held by the Fund. The effective interest rate is the rate that discounts the estimated future cash flows through the expected life
of the financial asset to the asset's net carrying amount. Commitment fees are accrued for unutilized loan facilities.

Income from investments includes realized and unrealized gains and losses on financial instruments measured at fair value
through profit or loss.

Functional and Presentation Currencies

The Fund conducts its operations in United States Dollars; and has determined that its functional currency is the United States
Dollars (USD). In accordance with Article VII, section 7.3, of the Agreement establishing the Fund, the financial statements are
presented in Units of Account (UA).

The value of the Unit of Account is defined in Article 5.1 (b) of the Agreement Establishing the Bank as equivalent to one Special
Drawing Right (SDR) of the International Monetary Fund (IMF) or any unit adopted for the same purpose by the IMF.

As at 31 December 2020, 1 UA was equivalent to 1.440270 United States dollars (31 December 2019: 1.382830 USD).

Currency Translation

Income and expenses are translated to UA at the rates prevailing on the date of the transaction. Monetary assets and liabilities
are translated from USD to UA at rates prevailing at the balance sheet date. Translation differences are included in reserves under
cumulative currency translation adjustment (CCTA). Changes in CCTA are reported in the statement of changes in equity. Capital
replenishments are recorded in UA at the exchange rates prevailing at the time of receipt. Translation gains and losses on the
conversion of currencies into UA are included in the determination of net income.

Financial Instruments
Financial assets and financial liabilities are recognized when the Fund assumes related contractual rights or obligations.
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1) Financial Assets

In accordance with IFRS 9, the Fund classifies its financial assets into the following categories: financial assets at amortized cost;
and financial assets at fair value through profit or loss (FVTPL). These classifications are determined based on the Fund's business
model. In accordance with the Fund’s business model, financial assets are held either for the stabilization of income through the
management of net interest margin or for liquidity management. Management determines the classification of its financial assets
at initial recognition.

i) Financial Assets at Amortized Cost

Afinancial asset is classified as "amortized cost’ only if the asset meets the objective of the Fund'’s business model to hold the
asset to collect the contractual cash flows, and the contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal outstanding. The nature of any derivatives embedded in financial assets
are considered in determining whether the cash flows of the investment are solely payment of principal and interest on the
principal outstanding and are not accounted for separately.

If either of the two criteria above is not met, the financial asset is classified at fair value through profit or loss.

Financial assets at amortized cost include amounts due from banks, loans and receivables on amounts advanced to bor-
rowers and certain investments that meet the criteria of financial assets at amortized cost. Loans and receivables comprise
demand obligations, accrued income and receivables from loans and investments and other sundry amounts receivable.
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They arise when the Fund provides money, goods or services directly to a debtor with no intention of trading
the receivable. Loans and receivables are carried at amortized cost using the effective interest method.

Loan origination fees are deferred and recognized over the life of the related loan as an adjustment of yield. Incremental
direct costs associated with originating loans are expensed as incurred as such amounts are considered insignificant.

Cash and cash equivalents include amounts due from banks, demand deposits and other short-term, highly liquid invest-
ments that are readily convertible to a known amount of cash, these are subject to an insignificant risk of changes in value
and have a time to maturity upon acquisition of three months or less.

i) Financial Assets at Fair Value through Profit or Loss (FVTPL)

Financial assets that do not meet the amortized cost criteria as described above are measured at FVTPL. This category
includes all treasury assets held for resale to realize short-term fair value changes. Gains and losses on these financial assets
are reported in the income statement in the period in which they arise. Derivatives are also categorized as financial assets at
fair value through profit or loss.

Purchases and sales of financial assets are recognized on a trade-date basis, which is the date the Fund commits to purchase
or sell the asset. Loans are recognized when cash is advanced to the borrower.

Derecognition

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired or where the Fund
has transferred, substantially all risks and rewards of ownership.

2) Financial Liabilities

Financial liabilities include accounts payable and are subsequently measured at amortized cost. Financial liabilities are derecog-
nized upon discharge, cancellation or expiration.

Impairment of Financial Assets

The Fund applies a three-stage approach to measuring expected credit losses (ECLs) for the following categories of financial
assets: Debt instruments measured at amortized cost, Loan commitments, Financial guarantee contracts and Treasury invest-
ments held at amortized cost.

Financial assets migrate through the following three stages based on the change in credit risk since initial recognition:

Stage 1: 12-months ECL

The Fund assesses ECLs on exposures where there has not been a significant increase in credit risk since initial recognition and
that were not credit impaired upon origination. For these exposures, the Fund recognizes as a provision on the portion of the
lifetime ECL associated with the probability of default events occurring within the next 12 months. Interest revenue is calculated
by applying the effective interest rate to the gross carrying amount.
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Stage 2: Lifetime ECL — not credit impaired

The Fund assesses ECLs on exposures where there has been a significant increase in credit risk since initial recognition but are
not credit impaired. For these exposures, the Fund recognizes as a provision a lifetime ECL (i.e. reflecting the remaining lifetime
of the financial asset). Interest revenue is calculated by applying the effective interest rate to the gross carrying amount.

Stage 3: Lifetime ECL — credit impaired

The Fund identifies ECLs on those exposures that are assessed as credit-impaired based on whether one or more events that
have a detrimental impact on the estimated future cash flows of that asset have occurred. For exposures that have become
credit-impaired, a lifetime ECL is recognized as a specific provision, and interest revenue is calculated by applying the effective
interest rate to the amortized cost (net of provision) rather than the gross carrying amount.

Determining the stage for impairment

At each reporting date, the Fund assesses whether there has been a significant increase in credit risk for exposures since initial
recognition by comparing the risk of default occurring over the remaining expected life from the reporting date and the date of
initial recognition. The Fund considers reasonable and supportable information that is relevant and available without undue cost
or effort for this purpose.

An exposure will migrate through the ECL stages as asset quality deteriorates. If, in a subsequent period, asset quality improves
and reverses any previously assessed significant increase in credit risk since origination, then the provision reverts from lifetime
ECL to 12-months ECL. Exposures that have not deteriorated significantly since origination, or where the deterioration remains
within the Fund's investment grade criteria, or which are less than 90 days past due, are considered to have a low credit risk

The provision for these exposures is based on a 12-month ECL. When an asset is uncollectible, it is written-off against the related
provision. Such assets are written-off after all the necessary procedures are completed and the amount of the loss determined.
Subsequent recoveries of amounts previously written off reduce the amount of the expense in the income statement.

The Fund assesses whether the credit risk on an exposure has increased significantly on an individual or collective basis. For the
purposes of a collective evaluation of impairment, financial instruments are grouped based on shared credit risk characteristics,
taking into account instrument type, credit risk ratings, date of initial recognition, remaining term to maturity, industry, the geo-
graphical location of the borrower and other relevant factors.

Measurement of ECLs
ECLs are derived from unbiased and probability-weighted estimates of expected loss, and are measured as follows:

Financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls over the expected life
of the financial asset discounted by the effective interest rate. The cash shortfall is the difference between the cash flows due to
the Fund in accordance with the contract and the cash flows that the Fund 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 discounted by the effective interest rate.

Undrawn loan commitments: as the present value of the difference between the contractual cash flows, that are due to the Fund
if the commitment is drawn down and the cash flows that the Fund expects to receive.

Financial guarantee contracts: as the expected payments to reimburse the holder less any amounts that, the Fund expects to
recover.

For further details on how the Fund calculates ECLs, including the use of forward-looking information, refer to the Credit quality
of financial assets section under Risk Management in Note C.

Offsetting Financial Instruments

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

Fair Value Disclosure

In liquid or active markets, the most reliable indicators of fair value are quoted market prices. A financial instrument is regarded
as quoted in an active market if quoted prices are regularly available from an exchange, dealer, broker, industry group, pricing
service or regulatory agency, and those prices represent actual and regularly occurring market transactions on an arm'’s length
basis. If the above criteria are not met, the market is regarded as being inactive. Indications that a market might be inactive
include when there is a wide bid-offer spread or a significant increase in the bid-offer spread or there are few or no recent
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transactions observed in the market. When markets become illiquid or less active, market quotations may not represent the
prices at which orderly transactions would take place between willing buyers and sellers and therefore may require an adjustment
in the valuation process. Consequently, in an inactive market, price quotations are not necessarily determinative of fair values.

Considerable judgment is required to distinguish between active and inactive markets.

The fair values of quoted investments in active markets are based on current bid prices, while those of liabilities are based on
current asking prices. For financial instruments with inactive markets or unlisted securities, the Fund establishes fair value by
using valuation techniques that incorporate the maximum use of market data inputs. These include the use of recent arm’s length
transactions, discounted cash flow analysis, option pricing models and other valuation techniques commonly used by market
participants. Financial instruments for which market quotations are not readily available have been valued using methodologies
and assumptions that necessarily require the use of subjective judgments. Accordingly, the actual value at which such financial
instruments could be exchanged in a current transaction or whether they are actually exchangeable is not readily determinable.
Management believes that these methodologies and assumptions are reasonable; however, the values actually realized in a sale
might be different from the fair values disclosed.

The following three hierarchical levels are used for the determination of fair value:
Level 1: Quoted prices in active markets for the same instrument (i.e. without modification or repackaging).

Level 2: Quoted prices in active markets for similar assets or liabilities or other valuation techniques for which all
significant inputs are based on observable market data.

Level 3: Valuation techniques for which any significant input is not based on observable market data.
The methods and assumptions used by the Fund in estimating the fair values of financial instruments are as follows:
Cash and cash equivalents: The carrying amount approximates the fair value.

Investments: Fair values for investment securities are based on quoted market prices, where available. If quoted market prices
are not available, fair values are based on quoted market prices of comparable instruments.

Loans: The Fund does not sell its loans, nor does it believe there is a comparable market for its loans. The fair value of loans
reported in these financial statements represents management's best estimates of the expected cash flows of its loans. The fair
valuation of loans has been determined using a discounted cash flow model based on year-end market lending rates in USD,
including impairment percentages when applicable.

Retained Earnings

Retained earnings of the Fund consist of amounts allocated to reserves from prior years' income and unallocated current year
net income.

Critical Accounting Judgments and Key Sources of Estimation Uncertainty

In the preparation of financial statements in conformity with IFRS, management makes certain estimates, assumptions and
judgments that affect the reported amounts of assets, liabilities, revenue and expenses as well as the disclosure of contingent
liabilities. Actual results could differ from such estimates. Estimates and judgments are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

The most significant judgments and estimates are summarized below:

i) Impairment of Financial Assets

The measurement of impairment losses under IFRS 9 across all qualifying categories of financial assets requires judgment, in
particular, the estimation of the amount and timing of future cash flows and collateral values when determining impairment losses
and the assessment of a significant increase in credit risk. These estimates are driven by a number of factors, changes in which
can result in different levels of allowances.

The Fund’s ECL calculations are outputs of complex models with a number of underlying assumptions regarding the choice
of variable inputs and their interdependencies. Elements of the ECL models that are considered accounting judgments and
estimates include:

e The Fund’s internal credit grading model, which assigns PDs to the individual grades

e The Fund’s criteria for assessing if there has been a significant increase in credit risk necessitating the loss allowance to
be measured on a 12 month or lifetime ECL basis and the applicable qualitative assessment
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e Development of ECL models, including the various formulas and the choice of inputs

e Determination of associations between macroeconomic scenarios and economic inputs, such as unemployment levels
and collateral values, and the effect on PDs, EADs, and LGDs

* Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive the economic inputs
into the ECL models.

ii) Fair Values of Financial Instruments

The fair value of financial instruments that are not quoted in active markets is measured by using valuation techniques. Where
valuation techniques (for example, models) are used to measure fair values, they are validated and periodically reviewed by qual-
ified personnel independent of the area that created them. All models are periodically calibrated to ensure that outputs reflect
actual data and comparative market prices. To the extent practical, valuation models use only observable data; however, areas
such as credit risk (both own and counterparty), volatilities and correlations require management to make estimates. Changes in
assumptions about these factors could affect the reported fair value of financial instruments.

Events after the reporting period

The financial statements are adjusted to reflect events that occurred between the balance sheet date and the date when the
financial statements are authorized for issue, provided they give evidence of conditions that existed at the balance sheet date.

Events that are indicative of conditions that arose after the balance sheet date, but do not result in an adjustment of the financial
statements themselves, are disclosed.

COVID-19

The COVID -19 outbreak continues to affect people worldwide. In Africa, the primary area of the Fund's business operations,
infections have risen steadily since March 2020 when The World Health Organization declared the outbreak a global pandemic.
New variants of the disease are emerging in some countries resulting in a continued slowdown in economic activity and scaling
back of development projects in Africa, as is the case for the rest of the world.

From a financial reporting perspective, the known and estimable effects of COVID-19 for the period ended 31 December 2020
have been recorded in the financial statements and reflect the pandemic’s expected impact on the operations of the Fund.
Continued economic consequences of the pandemic may adversely impact the fair value of certain financial assets and liabilities
and income from lending activities.

As the pandemic is not fully under control and the prospect of vaccination programs appears uncertain, the Fund will continue to
anticipate and report all effects of COVID-19 in its financial statements as they become known and estimable while ensuring the
well-being and safety of its clients and other stakeholders.

Note C - Risk Management Policies and Procedures

As described in Note A, the Bank manages the resources of the Fund on behalf of the Government of Nigeria. In the course of
exercising its fiduciary duties, the Bank applies specific risk management policies designed to protect the resources of the Fund
through the Bank’s General Authority on Asset and Liability Management (“the ALM Authority”). The ALM Authority sets out the
guiding principles for managing the Fund’s risks, including interest rate risk, currency risk, liquidity risk, counterparty credit risk
and operational risk.

Under the ALM Authority, the President of the Bank is authorized to approve and amend more detailed operational guidelines
as necessary, upon the recommendations of the Asset and Liability Management Committee (ALCO). ALCO is the Bank's most
senior management forum on finance and financial risk management issues and is chaired by the Vice President for Finance of
the Bank.

The ALCO meets regularly to perform its oversight role. Among its functions, the ALCO reviews regular and ad-hoc finance and
treasury risk management reports and projections and approves strategies to adjust the balance sheet. ALCO is supported by
several standing working groups that report on specific issues including interest rate risk, currency risk, and financial projections.

In late 2013, a Group Chief Risk Officer position was created reporting directly to the President of the Bank.

Day-to-day operational responsibilities for implementing the Bank’s risk management policies and guidelines are delegated to
the relevant business units, and the Financial Management Department is responsible for monitoring the day-to-day compliance
with those policies and guidelines.
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The following sections describe in detail the manner in which the individual sources of risk are managed by the Fund.

Credit Risk

Credit risk is the potential financial loss due to the default of one or more debtors/obligors. Credit risk, made up of sovereign
credit risk from lending operations and counterparty credit risk from treasury operations, is the largest source of risk for the Fund.

1) Sovereign Credit Risk

When the Fund lends to public sector borrowers, it generally requires a full sovereign guarantee or the equivalent from the bor-
rowing member state. Also, in extending credit to sovereign entities, it is exposed to country risk which includes potential losses
arising from a country’s inability or unwillingness to service its obligations to the Fund. Country credit risk is managed through
financial policies and lending strategies, including individual country exposure limits and overall creditworthiness assessment.
These include the assessment of each country’s macroeconomic performance as well as its socio-political conditions and future
growth prospects.

Country Exposure in Borrowing Member Countries
The Fund’s outstanding loans at 31 December 2020 were to the following countries:

(UAthousands)

N° of Undisbursed Outstanding % of Total
Country loans Total Loans*  Unsigned Loans Balance Balances  Outstanding Loans
Benin 3 7,729 - 1,731 5,998 7.65
Cameroon 1 4,941 - 3,001 1,940 2.47
Cabo Verde** 1 0 - - 0 0.00
Cote d'lvoire 1 3,988 - 3,590 398 0.51
Eswatini 1 2,349 - - 2,349 2.99
Gambia 3 6,871 - - 6,871 8.76
Ghana 1 744 - - 744 0.95
Guinea 1 1,222 - - 1,222 1.56
Guinea-Bissau 1 255 - - 255 0.32
Liberia 2 13,263 - 6,544 6,719 8.56
Madagascar 1 6,180 - 772 5,408 6.89
Malawi 3 15,047 - 4,620 10,427 13.29
Mali 2 9,020 - 7,130 1,890 241
Mauritania 3 10,315 - 5,999 4,316 5.50
Namibia** 1 0 - - 0 0.00
Niger 1 7,362 - 6,240 1,122 1.43
Rwanda 2 8,932 - 3,074 5,858 7.47
Senegal** 1 0 - - 0 0.00
Sierra Leone 2 7,189 - 2,792 4,397 5.60
Togo 2 10,279 - 4,576 5,703 7.27
Uganda 1 8,849 - - 8,849 11.28
Zambia 1 6,028 - 2,032 3,996 5.09
Total 35 130,563 - 52,101 78,462 100

*  Excludes fully repaid loans and canceled loans.

** Qutstanding loans balance value is less than UA 100, at the current exchange rate.
Slight differences may occur in totals due to rounding.
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Systematic Credit Risk Assessment

As at 31 December 2020, all the Fund's loans were made only to public sector borrowers, and such loans generally carry full
sovereign guarantee or the equivalent from the borrowing member state.

The Fund’s credit risk management framework is based on a systematic credit risk assessment using a uniform internal credit risk
rating scale that is calibrated to reflect the Fund's statistical loss expectations as shown in the table below.

International Ratings

Risk Class Revised Rating Scale S&P - Fitch Moody's Assessment
1+ A+ and above A1 and above
1 A A2 Excellent
) 1- A- A3
Very Low Risk 2+ BBB+ Baal
2 BBB Baa2 Strong
2- BBB- Baa3
3+ BB+ Bal
Low Risk 3 BB Ba2 Good
3- BB- Ba3
4+ B+ B1
4 B B2 Satisfactory
Moderate Risk 4-
5+
5 B- B3 Acceptable
5- .
ot CCC+ Caal Marginal
High Risk 6
6 CCC Caa2 Special Attention
7
8 CCC- Caa3 Substandard
Very High Risk 9 cC Ca Doubtful
10 C C Loss

These sovereign risk credit ratings are derived from a risk assessment on five risk indices that include macro-economic per-
formance, debt sustainability, socio-political factors, business environment and portfolio performance. These five risk indices
are combined to derive a composite sovereign country risk index and then converted into separate country risk ratings. These
country risk ratings are validated against the average country risk ratings from accredited rating agencies and other specialized
international bodies. The Credit Risk Committee reviews the country ratings on a quarterly basis to ensure compliance with
country exposure limits, changes in country credit risk conditions, and to approve changes in loss provisioning, if any.

Portfolio Risk Monitoring

It is the Fund's policy that if the payment of principal, interest or other charges becomes 30 days overdue, no new loans to that
country, or to any public sector borrower in that country, will be presented to the Board of Directors for approval, nor will any
previously approved loans be signed,until all arrears are cleared. Furthermore, for such countries, disbursements on all loans to
or guaranteed by that borrower country are suspended until all overdue amounts have been paid.

2) Counterparty Credit Risk

Counterparty credit risk is the potential for loss due to the failure of a counterparty to honor its obligation. Various financial
instruments are used to manage the Fund’s exposure to fluctuations in market interest and currency rates, and to invest its liquid
resources prior to disbursement. All of these financial instruments involve, to varying degrees, the risk that the counterparty to
the transaction may be unable to meet its obligation to the Fund.

Given the nature of the Fund’s business, it is not possible to completely eliminate counterparty credit risk; however, this risk is
minimized by executing transactions within a prudential framework of approved counterparties, minimum credit rating standards,
counterparty exposure limits, and counterparty credit risk mitigation measures. Counterparties for treasury assets must meet the
Fund’s minimum credit rating requirements and are approved by the Bank’s Vice President for Finance. For counterparties that
are rated below the minimum rating requirements, approval by ALCO is required.
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The following table details the minimum credit ratings for authorized investment counterparties:

Maturity
6 months 1 year 5 years 10 years 15 years 30 years
Government A/A2 AA-/Aa3 AAA/Aaa
Government agencies and supranationals A/A2 AA-/Aa3 AAA/Aaa
Banks A/A2 AA-/Aa3 AAA/Aaa
Corporgtions including non-bank financial AJA2 AA/AS3 AAA/Aaa
Institutions
AAA

Maximum legal maturity of 50 years for ABS/MBS with the underlying

MBS/ABS collateral originated in the UK and 40-year maximum legal maturity for

all other eligible ABS/MBS. Also, the maximum weighted average life
for all ABS/MBS at the time of acquisition shall not exceed 5 years.

The Fund invests in money market mutual funds with a minimum rating of AA-/Aa3.

In addition to these minimum rating requirements, the Fund operates within a framework of exposure limits based on the coun-
terparty credit rating and size, subject to a maximum of 10 percent of the Fund’s total liquidity for any single counterparty.
Individual counterparty credit exposures are aggregated across all instruments using the Bank for International Settlements (BIS)
potential future exposure methodology and regularly monitored against the Fund’s credit limits after considering the benefits of
any collateral.

As shown in the following table, the estimated potential counterparty credit exposure of the portfolio continues to be predomi-
nantly in the AA- or higher-rated class.

Credit Risk Profile of the Investment and Derivative Portfolios

AAA AA+ to AA- A+ and lower
2020 40% 44% 16%
2019 39% 53% 8%
2018 34% 54% 13%
2017 71% 29% 0%
2016 66% 23% 1%

Expected Credit risk

Definition of default

The definition of default for determining ECLs considers indicators that the debtor is unlikely to pay and it is past due for more
than 180 days for sovereign counterparties on any material credit obligation to the Fund. The Fund rebuts the IFRS9’s 90 days
past due rebuttable presumption in the Fund’s sovereign loan portfolio because the Sanction policy of the Fund defines a
non-accrual loan or non-performing as a loan that is at least 180 days past due. This is also current practice with other Multilateral
Development Banks. The recovery rate for loans that are less than 180 days past due is way larger than loans that are at least 180
days past due loans, which demonstrates a more lagging effect.

The Fund considers that the obligor is unlikely to pay its credit obligations to the Fund without recourse by the Fund to actions
such as realizing security.

Credit Risk Grades

The Fund allocates each exposure to a credit risk grade based on a variety of data that is determined to be predictive of the risk
of default and applying experienced credit judgment. Credit risk grades are defined using qualitative and quantitative factors
that are indicative of risk of default. These factors vary depending on the nature of the exposure and the type of borrower.
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Each exposure is allocated to a credit risk grade at initial recognition based on available information about the borrower. Expo-
sures are subject to ongoing monitoring, which may result in an exposure being moved to a different credit risk grade. The
monitoring of the respective exposures involves the use of the following:

e Actual and expected significant changes in the political, regulatory and technological environment of the borrower or
in its business activities.

e Data from credit reference agencies, press articles, changes in external credit ratings
e Modifications of financial assets and financial liabilities.

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 current or potential credit deterioration of the customer. An existing loan whose terms
have been modified may be derecognized and the renegotiated loan recognized as a new loan at fair value in accordance with
the accounting policy set out in the Fund's accounting policy.

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:

® lts remaining lifetime PD at the reporting date based on the modified terms; with
®  The remaining lifetime PD estimated based on data at initial recognition and the original contractual terms.

If the terms of a financial asset are modified, the Fund considers whether the cash flows arising from the modified asset are sub-
stantially different. If substantially different, then the contractual rights to cash flows from the original financial asset are deemed
to have expired. In this instance, a new financial asset is recognized at fair value while the original financial asset is derecognized.

If the cash flows of the modified asset are not substantially different, then the modification does not result in derecognition of the
financial asset. In this case, the Fund recognizes a modification gain/loss in the statement of profit/loss as the difference between
the gross carrying amount prior to the modification and the gross carrying amount.

Measurement and recognition of expected credit losses

ECLs are calculated by multiplying three main components, being the probability of default (PD), loss given default (LGD) and the
exposure at default (EAD), discounted at the original Effective Interest Rate (EIR).

These parameters are generally derived from internally developed statistical models and other historical data. They are adjusted
to reflect forward-looking information as described above.

PD estimates are estimates at a certain date, 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 com-
piled 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.

LGD is the magnitude of the likely loss if there is a default. The Fund estimates LGD parameters based on the history of recov-
ery rates of claims against defaulted counterparties. The LGD models consider the structure, collateral, seniority of the claim,
counterparty industry and recovery costs of any collateral that is integral to the financial asset. For loans secured by property, LTV
ratios are a key parameter in determining LGD. LGD estimates are recalibrated for different economic scenarios, for lending, to
reflect possible changes in relevant prices. They are calculated on a discounted cash flow basis using the effective interest rate
as the discounting factor.

EAD represents the expected exposure in the event of a default. The Fund derives the EAD from the current exposure to the
counterparty and potential changes to the current amount allowed under the contract, including amortization. The EAD of a
financial asset is its gross carrying amount. For financial guarantees, the EAD includes the amount drawn, as well as potential
future amounts that may be drawn under the contract, which are estimated based on historical observations and forward-looking
forecasts. For some financial assets, EAD is determined by modeling the range of possible exposure outcomes at various points
in time using scenario and statistical techniques.

As described above, and subject to using a maximum of a 12-month PD for financial assets for which credit risk has not signifi-
cantly increased, the Fund 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 risk management purposes, the Fund considers a
longer period. The maximum contractual period extends to the date at which the Fund has the right to require repayment of an
advance or terminate a loan commitment or guarantee.
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Where the modeling of a parameter is carried out on a collective basis, the financial instruments are grouped on the basis of
shared risk characteristics that include:

e Instrument type;

e Creditrisk grading;

e Collateral type;

e Date of initial recognition;

® Remaining term to maturity;

e Industry; and

e Geographic location of the borrower.

The groupings are subject to regular review to ensure that exposures within a particular group remain appropriately homo-
geneous. For portfolios in respect of which the Fund has limited historical data, external benchmark information is used to
supplement the data available internally.

Assessment of significant increase in credit risk

When determining whether the risk of default has increased significantly since initial recognition, the Fund considers both quan-
titative and qualitative information and analysis based on the Fund's historical experience and expert credit risk assessment,
including forward-looking information that is available without undue cost or effort. Irrespective of the outcome of the above
assessment, the Fund presumes that the credit risk on its sovereign and non-sovereign loan has increased significantly since initial
recognition when contractual payments are more than 180 days past due for sovereign loans and more than 90 days past due for
non-sovereign loans. The reason for rebutting the IFRS rebuttable presumption is explained in the definition of default below.

Despite the foregoing, the Fund assumes that the credit risk on a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have low credit risk at the reporting date. The Fund considers a financial
asset to have low credit risk when it has an internal or external credit rating of ‘investment grade’ as per globally understood
definition.

For financial guarantee contracts, the date that the Fund becomes a party to the irrevocable commitment is considered the date
of initial recognition for the purposes of assessing the financial instrument for impairment. In assessing whether there has been a
significant increase in the credit risk since initial recognition of a financial guarantee contract, the Fund considers the changes in
the risk that the specified debtor will default on the contract.

The Fund regularly monitors the effectiveness of the criteria used to identify whether there has been a significant increase in
credit risk and revises them as appropriate to ensure that the criteria are capable of identifying a significant increase in credit risk
before the amount becomes past due.

Incorporation of forward-looking information

The Fund has established an expert panel that considers a range of relevant forward-looking macro-economic assumptions
for the determination of unbiased general industry adjustments and any related specific industry adjustments that support the
calculation of ECLs. The expert panel consists of senior executives from risk, finance and economics functions. Relevant regional
and industry specific adjustments are applied to capture variations from general industry scenarios. These reflect reasonable
and supportable forecasts of future macro-economic conditions that are not captured within the base ECL calculations. Mac-
ro-economic factors taken into consideration include, but are not limited to, unemployment rates, interest rates, gross domestic
product, inflations, and commodity prices and these require an evaluation of both the current and forecast direction of the
macro-economic cycle.

Incorporating forward-looking information increases the degree of judgment required as to how changes in these macro-
economic factors will affect ECLs. The methodologies and assumptions including any forecasts of future economic conditions
are reviewed regularly.

Calculation of expected credit losses

The Fund calculates ECLs based on three probability-weighted scenarios . The three scenarios are (base case, optimistic and
pessimistic. Each of these is associated with different PDs, EADs and LGDs parameters.

164



Financial Report 2020

These parameters are generally derived from internally developed statistical models combined with historical, current and
forward-looking customer and macro-economic data. For accounting purposes, the 12-month and lifetime PD represents the
expected point-in-time probability of default over the next 12 months and the remaining lifetime of the financial instrument,
respectively, based on conditions existing at the balance sheet date and future economic conditions that affect credit risk. The
LGD represents expected loss conditional on default, taking into account the mitigating effect of collateral, its expected value
when realized and the time value of money. The EAD represents the expected exposure at default, taking into account the repay-
ment of principal and interest from the balance sheet date to the default event together with any expected drawdown of a facility.

The 12-month ECL is equal to the discounted sum over the next 12-months of monthly PD multiplied by LGD and EAD. Lifetime
ECL is calculated using the discounted sum of monthly PD over the full remaining life multiplied by LGD and EAD.

The Fund will continue to assess and update the parameters used in the ECL model on an ongoing basis to reflect its loss and
recovery experiences and changes in the macroeconomic variables.

Expected Credit Losses

IFRS 9 requires the recognition of 12 month expected credit losses (the portion of lifetime expected credit losses from default
events that are expected within 12 months of the reporting date) if credit risk has not significantly increased since initial recogni-
tion (stage 1), and lifetime expected credit losses for financial instruments for which the credit risk has increased significantly since
initial recognition (stage 2) or which are credit-impaired (stage 3).

Impairment of Financial Instruments by stage

The table below presents gross exposure of loans at amortized cost within the scope of IFRS 9 and the applicable impairment
allowance based on stage allocation as at 31 December 2020 and 31 December 2019.

As at 31 December 2020

(UAthousands)
Gross exposure/Impairment allowance
Stage 1 Stage 2 Stage 3 Total
Sovereign loans (Gross) 74,466 3,996 - 78,462
Total loans at amortized cost 74,466 3,996 - 78,462
Less: Impairment allowance (560) (199 - (759)
Total net exposure December 31, 2020 73,906 3,797 - 77,703

As at 31 December 2019

(UAthousands)
Gross exposure/Impairment allowance

Stage 1 Stage 2 Stage 3 Total
Sovereign loans (Gross) 70,986 4,337 841 76,164
Total loans at amortized cost 70,986 4,337 841 76,164
Less: Impairment allowance (929) (298) (139) (1,366)
Total net exposure December 31,2019 70,057 4,039 702 74,798
Liquidity Risk

Liquidity risk is the potential for loss resulting from insufficient liquidity to meet cash flow needs in a timely manner. To mitigate
liquidity risk, the Fund's investment management policy ensures it has sufficient liquid assets to meet its disbursement obligations.
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Currency Risk

Currency risk is the potential loss due to adverse movements in market foreign exchange rates. The Fund manages its currency
risk by holding all of its investments and loans in U.S. dollars, the currency in which the Fund's resources are denominated. The
Fund is not exposed to significant currency risk.

Interest Rate Risk

The Fund is exposed to fair value interest rate risk on its portfolio of loans and investments. All of the Fund's loans have fixed
interest rates. Investments are managed against the monthly average of three-months LIBOR in order to manage the available
resources prudently. Re-pricing risk is not considered significant in comparison to the Fund's equity resources, and is accordingly
not hedged.

As at 31 December 2020, the Fund had UA 52.10 million of loans which were committed but not yet disbursed (31 December
2019: UA 62.75 million). The interest rate on these undisbursed loans has been fixed at between 2 to 4 percent per annum.

Interest Rate Risk Position as at 31 December 2020

(UA thousands)
Morethan ~ Morethan ~ Morethan ~ More than
Tyearbut  2yearsbut  3yearshut  4yearsbut Non-interest
less than less than less than lessthan ~ More than bearing
1 year or less 2 years 3 years 4 years 5years 5years funds Total
Assets
Cash 2,550 - - - - - - 2,550
Investments 72,376 20,843 - - - 22 - 93,241
Accounts receivable 963 - - - - - - 963
Loans 4,801 4,864 5,337 5,524 5,388 52,548 (759) 77,703
80,690 25,707 5,337 5,524 5,388 52,570 (759) 174,457
Liabilities
Accounts payable (733) - - - - - - (733)
Interest rate risk
position as at 79,957 25,707 5,337 5,524 5,388 52,570 (759) 173,724
December 31, 2020*
* Interest rate risk position represents equity.
Interest Rate Risk Position as at 31 December 2019
(UA thousands)
Morethan ~ Morethan ~ Morethan ~ More than
Tyearbut  2yearsbut  3yearshut 4 yearsbut Non-interest
less than less than less than lessthan  More than bearing
1 yearorless 2 years 3 years 4 years 5years 5years funds Total
Assets
Cash 2,439 - - - - - - 2,439
Investments 25,890 46,630 21,690 6,510 - 40 - 100,760
Accounts receivable 1,472 - - - - - - 1,472
Loans 5,152 4,694 4,739 5,136 5,228 51,215 (1,366) 74,798
34,953 51,324 26,429 11,646 5,228 51,255 (1,366) 179,469
Liabilities
Accounts payable (1,189 - - - - - - (1,189)
Interest rate risk
position as at 33,764 51,324 26,429 11,646 5,228 51,255 (1,366) 178,280

December 31,2019*

* Interest rate risk position represents equity.
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Currency and Interest Rate Sensitivity Analysis

The Fund holds all of its investments and loans in U.S. dollars and therefore is exposed only to translation adjustment as the
Fund's assets are reported in UA for financial statement purposes.

Movements in interest rates have an impact on the reported fair value of the trading portfolio. The table below shows the effect
of a parallel yield curve movement +/- 1bps as at 31 December 2020 and 2019, respectively.

(UA thousands)
+1 Basis Points -1 Basis Points
2020 2019 2020 2019
(Loss)/Gain on investments measured at fair value (468) (570) 469 578

Note D - Financial Assets And Liabilities
The tables below set out the classification of each class of financial assets and liabilities, and their respective fair values:

Analysis of Financial Assets and Liabilities by Measurement Basis
(UAthousands)

Financial Assets and Liabilities through
Profit or Loss

Financial Assets

Mandatorily at Designatedat  and Liabilities at Total Carrying
31 December 2020 Fair value Fair Value Amortized Cost Amount Fair Value
Due from banks - - 2,550 2,550 2,550
Treasury investments 93,241 - - 93,241 93,241
Accounts receivable - - 963 963 963
Loans (net) - - 77,703 77,703 77,703
Total financial assets 93,241 - 81,216 174,457 174,457
Liabilities - - 733 733 733
Total financial liabilities - - 733 733 733
(UAthousands)
Financial Assets and Liabilities through
Profit or Loss N
Financial Assets
Mandatorily at Fair ~ Designated at Fair ~ and Liabilities at Total Carrying

31 December 2019 value Value Amortized Cost Amount Fair Value
Due from banks - - 2,439 2,439 2,439
Treasury investments 100,760 - - 100,760 100,760
Accounts receivable - - 1,472 1,472 1,472
Loans (net) - - 74,798 74,798 74,798
Total financial assets 100,760 - 78,709 179,469 179,469
Liabilities - - 1,189 1,189 1,189
Total financial liabilities - - 1,189 1,189 1,189
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Note E - Investments

As part of its portfolio management strategy, the Fund invests in government and agency obligations, time deposits, and asset-
backed securities.

For government and agency obligations with final maturities longer than 1 year, the Fund may only invest in obligations with
counterparties having a minimum credit rating of AA-issued or unconditionally guaranteed by governments of member countries
of the Bank or other official entities. For asset-backed securities, the Fund may only invest in securities with an AAA credit rating.
Investments in money market instruments are restricted to instruments with maturities of not more than one year and a minimum
rating of A.

As at 31 December 2020 all investments are held at fair value through profit and loss.

The Fund’s investments at FVTPL at 31 December 2020 and 2019 are summarized below:

(UAthousands)

2020 2019
Time deposits 15,001 8,673
Asset-backed securities 22 40
Government and agency obligations 71,925 78,300
Corporate bonds 6,293 13,747
Total 93,241 100,760

The table below classifies the Fund's investments as at 31 December 2020 and 2019 into three levels reflecting the relative
reliability of the measurement bases, with level 1 as the most reliable.

(UAthousands)
Valuation techniques Valuation techniques
Quoted pricesin for which all significant for which any significant
active markets for the inputs are based on inputis not based on
same instrument observable market data observable market data
(Level 1) (Level 2) (Level 3) Total
2020 2019 2020 2019 2020 2019 2020 2019
Time deposits 15,001 8,673 - - - - 15,001 8,673
Asset-backed : : : : 22 40 22 40
securities
Government and 71,925 78,300 - - - - 71,925 78,300
agency obligations
Corporate bonds - - 6,293 13,747 - - 6,293 13,747
Total 86,926 86,973 6,293 13,747 22 40 93,241 100,760

Fair value measurement of financial instruments using valuation technique with no significant input from observable market data
(level 3 hierarchy) at 31 December 2020 and 2019 are made up as follows:

(UAthousands)

2020 2019
Balance at 1 January 40 40
Losses recognized in the income statement (18) -
Balance at 31 December 22 40

168



Financial Report 2020

The contractual maturity structure of the Fund's investments as at 31 December 2020 and 2019 was as follows:

(UA thousands)

2020 2019
One year or less 72,376 25,890
More than one year but less than two years 20,843 46,630
More than two years but less than three years - 21,690
More than three years but less than four years - 6,510
More than four years but less than five years - -
More than five years 22 40
Total 93,241 100,760

The notional value of investments as at 31 December 2020 was UA 93.14 million (2019:UA 100.76 million), while the average year-
to-date yield was 0.93% (2019: 2.56%).

Note F - Loans

Loans originated before 22 September 2003; carry an interest rate of four percent (4%) on the outstanding balance. With effect
from 22 September 2003, pursuant to the Board of Governors’ resolution B/BG/2003/11 3 June 2003 and the protocol agreement
between the Government of Nigeria and the Bank, dated 22 September 2003, the interest rate on loans was changed from a flat 4
percent per annum to a range of 2 percent to 4 percent (inclusive) per annum on the outstanding balance and future undisbursed
loans. Furthermore, a 0.75 percent commission is payable on undisbursed balances commencing 120 days after the signature
of the loan. Loans approved prior to the extension of the Agreement are granted for a maximum period of twenty-five years,
including a grace period of up to five years.

Following the extension of the Agreement in April 2008, the terms of the NTF loans were further modified in line with the
terms of financing in the operational guidelines of the Fund, approved pursuant to the Board of Directors’ resolution ADB/BD/
WP/2008/196 of 2 December 2008 which stipulates that the resources of the Fund will henceforth be deployed in accordance
with the following three options:

Financial terms for the first option include: (i) no interest charges on NTF loans; (i) a service charge of 0.75 percent per annum
on outstanding balances; (i) a commitment fee of 0.5 percent per annum on undisbursed commitments; and (iv) a 20-year
repayment period with a 7-year grace period.

Financial terms for the second option include: (i) no interest charges on NTF loans; (i) a service charge of 0.75 percent per annum
on outstanding balances; (i) a commitment fee of 0.5 percent per annum on undisbursed commitments; and (iv) a 15-year
repayment period with a 5-year grace period.

Financial terms for the third option would be the same terms as for the ADB private sector financing, taking into consideration
the risk analysis of the project.

For all the above-mentioned options, the grace period starts from the date of signing of the financing agreement or at a date
agreed amongst co-financiers, in the case of co-financed projects.

For private sector operations, a commitment fee of 0.75 percent per annum on undisbursed balances will be charged from 120
days after the signing of the loan agreement.

The NTF shall provide financing to suit the needs of its borrowers.

Loan Ceilings

In order to promote broader coverage of the NTF resources, utilization will be subject to a ceiling for each operation. For
both public and private sector operations, a ceiling of USD 10 million per project will apply. Project proposals of more than
USD 10 million may be considered if there is strong justification. This will be subject to review as appropriate depending on the
recommendations of the mid-term reviews of the NTF.
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The Fund's loan regulations require that loans be expressed in UA and repaid in the currency disbursed. As at 31 December 2020,
all loans disbursed were repayable in United States Dollars.

The contractual maturity structure of outstanding loans as at 31 December 2020 and 2019 was as follows:

(Amounts in UA millions)

2020 2019
Periods Amount % Amount %
One year or less 4.80 6.12 5.15 6.76
More than one year but less than two years 4.86 6.20 4.69 6.16
More than two years but less than three years 5.34 6.80 474 6.22
More than three years but less than four years 5.52 7.04 5.14 6.75
More than four years but less than five years 5.39 6.87 5.23 6.87
More than five years 52.55 66.97 51.21 67.24
Total 78.46 100.00 76.16 100.00

The weighted-average interest yield on outstanding loans for the year ended 31 December, 2020 was 1.52% (2019: 1.77%).
Borrowers may prepay loans, subject to the terms specified in the loan agreement.

Provision for Impairment on Loan Principal and Charges Receivable

As at 31 December 2020, no loan made to or guaranteed by borrowing countries was overdue, or considered to be impaired.
Somalia, the only borrower with overdue amounts as at 31 December 2019, paid its arrears in March 2020.

The gross amounts of impaired loans and charges receivable and their corresponding impairment provisions at 31 December
2020 and 2019 was as follows:

(UA thousands)

2020 2019
Outstanding balance on impaired loans - 841
Less: accumulated provision for impairment - (139)
Net balance on impaired loans - 702
Charges receivable and accrued income on impaired loans - 1,242
Less: accumulated provision for impairment - (664)
Net charges receivable and accrued income on impaired loans - 578

As at 31 December 2020, there was no loan in stage 3. Hence, provision for impairment for stage 3 loans is nil.

Fair Value of Loans

As at 31 December 2020 and 2019, the fair value of loans measured at amortized cost are deemed to approximate their net
carrying value following the adoption of the expected credit loss impairment model.

(UAthousands)
2020 2019
Carrying/Fair Value Carrying/Fair Valuee
Loan balance at 31 December 78,462 76,164
Accumulated provision for impairment on loans (759) (1,366)
Net balance 77,703 74,798
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Note G - Equity

Equity is composed of Fund capital, reserves & retained earnings, and cumulative currency translation adjustments. These are
further detailed as follows:

Fund Capital

The initial capital of the Fund was Naira 50 million, which was payable in two equal installments of Naira 25 million each, in freely
convertible currencies. The first installment, equivalent to USD 39.90 million, was received by the Bank on 14 July 1976, and the
second installment, equivalent to USD 39.61 million, was received on 1 February 1977.

In May 1981, the Federal Republic of Nigeria announced the replenishment of the Fund with Naira 50 million. The first installment
of Naira 35 million, equivalent to USD 52.29 million, was received on 7 October 1981. The second installment of Naira 8 million,
equivalent to USD 10.87 million, was received on 4 May 1984. The third installment of Naira 7 million, equivalent to USD 7.38
million, was received on 13 September 1985.

Following a request by the Government of Nigeria, on 14 June 2006, a withdrawal of USD 200 million (UA 135.71 million) was
made by the Government of Nigeria from the resources of the Fund.

A second request for a withdrawal of USD 200 million (UA 129.04 million) was paid to the Government of Nigeria in July 2009.

During the year ended 31 December 2014, the Government of the Federal Republic of Nigeria authorized the withdrawal of
an amount of USD 13 million (UA 8.41 million) from reserves to settle its commitment on the arrears clearance of debt owed by
Liberia under the internationally coordinated arrears clearance mechanism for Post-Conflict Countries.

During the year ended 31 December 2015, following a request by the Government of Nigeria, on 13 May 2015, a withdrawal of
USD 10 million (UA 7.14 million) was made from the resources of the Fund and paid to the Government of Nigeria.

Reserves including Retained Earnings

Retained Earnings
Retained earnings as at 31 December 2020 and 2019 was as follows:

(UAthousands)

Balance at 1 January 2019 145,768
Net income for the year 2,635
Balance at 31 December 2019 148,403
Balance at 1 January 2020 148,403
Net income for the year 2,630
Balance at 31 December 2020 151,033

The Board of Governors of the Bank approves the transfers of part of the Fund’s annual income for the year to HIPC (Heavily
Indebted Poor Countries). Transfers approved by the Board of Governors of the Bank are reported within the income statement
as expenses in the year the transfer is approved. Prior to 2006, Board of Governors’ approved transfer was reported as a reduction
in retained earnings.

Cumulative Currency Translation Adjustments
Cumulative currency translation adjustments as at 31 December 2020 and 2019 was as follows:

(UAthousands)

2020 2019
Balance at 1 January 98,709 99,726
Movements during the year 7,186 (1,017)

Balance at 31 December 105,895 98,709
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Note H - Income

Interest and Charges on Loans
Interest and charges on loans for the year ended 31 December 2020 and 2019 was as follows:

(UAthousands)

2020 2019
Interest income on loans not impaired 904 955
Interest income on impaired loans - 34
Commitment charges 287 298
Total 1,191 1,287
Income from Investments
Income from investments for the year ended 31 December 2020 and 2019 was as follows:
(UAthousands)

2020 2019
Interest income 979 2,695
Realized and unrealized fair value gains/(losses) (33) 121
Total 946 2,816

Note I - Administrative Expenses

According to the Agreement establishing NTF, the Fund shall pay to the Bank the expenses incurred in the management of the
Fund as follows:

a) Separately identifiable costs incurred by the Bank for the Fund; and
b) Indirect costs incurred by the Bank in the management of the Fund.

However, the annual payment for the aforementioned expenses incurred by the Bank shall not exceed 20 percent of the Fund's
gross income during each period. The administrative cost-sharing formula may be reviewed from time-to-time by mutual agree-
ment. The amount of UA 0.43 million charged for the year ended 31 December 2020 (31 December 2019: UA 0.82 million)
represents the Fund's share of the Bank Group expenses.

Note J — Related Parties

The Nigeria Trust Fund is administered by the African Development Bank. The ADB conducts the general operations of the NTF
on the basis of the terms of the Agreement and in consultation with the Government of Nigeria. The NTF utilizes the offices, staff,
organization, services and facilities of the Bank and reimburses the Bank for its share of the costs of such facilities, based on an
agreed-upon cost-sharing formula (see Note I). The amount outstanding as at 31 December 2020 in respect of the Fund's share
of administrative expenses was UA 0.01 million (2019: UA 0.16 million) and is included in Accounts Payable on the balance sheet.

Note K - Segment Reporting

The objective of the Fund is to provide loan funds to the poorer ADB regional member countries for development purposes.
The Fund’s products and services are similar and are structured and distributed in a fairly uniform manner across borrowers.
Management has concluded that the Fund has only one reportable segment in accordance with IFRS 8.

The main products and services from which the Fund derives its revenue are mainly loans to ADB regional member countries and
treasury investments.
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Total revenue for the years ended 31 December 2020 and 2019 is detailed as follows:

(UAthousands)

2020 2019
Interest income and charges on loans with sovereign guarantee 1,191 1,287
Treasury investment income 946 2,816
Total revenue 2,137 4,103

The Fund's development activities are divided into five sub-regions of the continent of Africa for internal management purposes,
namely: Central Africa, East Africa, North Africa, Southern Africa, and West Africa. Treasury investment activities are carried out
mainly outside of the continent of Africa and are therefore not included in the table below. In presenting information on the basis
of the above geographical areas, revenue is based on the location of customers. The Fund uses ADB's offices, staff, organization,
services and facilities and therefore has no fixed assets of its own.

Geographical information about income from loans for the year ended 31 December 2020 and 2019 is detailed as follows:

(UA thousands)
Central Eastern Northern Southern Western Multi-
Africa Africa Africa Africa Africa national Total
2020
Income from Loans 29 214 124 246 544 34 1,191
2019
Income from Loans 28 281 124 258 563 33 1,287

Revenues derived from transactions with a single borrower country and exceeding 10 percent of the Fund's revenue for one
country amounted to 0.12 million for the year ended 31 December 2020.

Note L - Approval of Financial Statements

On 31 March 2021, the Board of Directors authorized these financial statements for issue to the Board of Governors. The financial
statements are expected to be approved by the Board of Governors at its annual meeting in June 2021.
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Independent Auditor’s Report on the Financial Statements
Year ended December 31, 2020

To the Board of Governors of the African Development Bank in respect of the Nigeria Trust Fund.

Opinion

We have audited the accompanying financial statements of the Nigeria Trust Fund which comprise the balance sheet as at
December 31, 2020 and the income statement, the statement of comprehensive income, the statement of changes in equity and
the statement of cash flows for the year then ended, and notes comprising a summary of significant accounting policies and other
explanatory information as set out in notes A to L.

In our opinion, the accompanying financial statements present fairly, in all material respects, and give a true and fair view of the
assets and liabilities and of the financial position of the Fund as at December 31,2020 and of the results of its operations and its
cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

Audit Framework
We conducted our audit in accordance with International Standards on Auditing (ISA). We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Our responsibilities under those standards are further described in the “Auditor’s Responsibilities for the Audit of the Financial
Statements” section of our report.

Independence
We are independent of the Fund in accordance with the International Ethics Standards Board for Accountants (IESBA), and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

Key Audit Matters

Due to the global crisis related to the Covid-19 pandemic, the financial statements of this period have been prepared and audited
under specific conditions. Indeed, this crisis and the exceptional measures taken in this context have had numerous consequences
for companies, particularly on their operations and their financing, and have led to greater uncertainties on future prospects.
Those measures, such as travel restrictions and remote working, have also had an impact on the companies’ internal organization
and the performance of the audits.

It is in this complex and evolving context that we inform you of the key audit matters relating to risks of material misstatement
that, in our professional judgment, were of most significance in our audit of the financial statements of the current period, as well
as how we addressed those risks.

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.
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