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LOCATIONS AS AT 31 DECEMBER 2013 PERFORMANCE RIGHLIGRTS 2013

ADC AIMS TO BUILD A PAN-AFRICAN BANK TO FACILITATE INTRA-REGIONAL N EUR MILLION - . R
TRADE AND PROVIDE SEAMLESS CROSS-BORDER BANKING FUNCTIONALITY,

Operating Performance
Net interest income 82.7 27.6 55.1
Net fee and commission income 373 16.9 20.4
RWANDA Net income (loss) from equity method investments 14.5 (0.9) 15.4

Pre-tax profit (loss) 19.3 (15.9) 35.2
Net profit (loss) 12.5 (18.9) 314
Balance sheet Performance 31.12.2013 31.12.2012
Cash and short term funds 200.9 183.4 175
Loans and advances 875.0 886.6 (11.6)
Total Assets 1,432.4 1,432.7 (0.3)
Borrowed funds 226.3 195.7 30.7
Deposits 1,012.1 1,041.9 (29.8)
Equity attributable to ordinary shareholders 76.9 67.7 9.2
RATIOS

NIGERIA ADC Group Rations / Indicators 2013 2012
Return on average Equity 9.6% -16.6%

TANZANIA
Return on average Assets 0.9% -2.5%

ZAMBIA Key Banking Ratios
Net Interest Margin 10.3% 9.4%*
Cost-to-income ratio 72.3% 106.5%

BOTSWANA .
Loan loss ratio 2.8% 1.8%*

O Key Private Equity Ratios

SOUTH AFRICA 9
Gross IRR 13.5% 16.0%
Multiple 1.4x 1.3x

ZIMBABWE MOZAMBIQUE
. Banking operations
) o Non-Financial Indicators
O Private equity investments

Employees: 1,658 1,362 194
Branches: 73 61 12
ATMs: 74 62 12
Customers: 261,665 230,000 31,665

*  For comparability purposes, 2012 figures based on BancABC subgroup stand-alone figures.
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ADC'S 2013 FIGURES REFLECT THE BEGINNINGS OF A PROFITABLE PAN-AFRI-
CAN BANKING STRUCTURE, WHICH FOCUSES ON INTEGRATING BOTH LOCAL

[HEYEAR IN REVIEW

AND INTERNATIONAL EXPERTISE

RETURN ON AVERAGE EQUITY

96%
166%

2012 2013

NET INTEREST MARGIN

oy 113

2012 2013

PROFIT AFTER TAX (EUR MILLION)

11y

16

2012 2013

RETURN ON AVERAGE ASSETS

9Ly 0.9 %
T

2012 2013

APRIL

MAY

JULY

COST-TO-INCOME RATIO

106:5%

I 12.3%

2012 2013

JULY

AUGUST

EARNINGS PER SHARE (EUR)

28 (.68
. T

2012 2013

DECEMBER

ADC further refines its strategy to focus entirely on banking sector activities
and to hold existing private equity investments only until market conditions
are conducive for an exit.

ADC exited its holding in Banco Nacional de Guinea Ecuatorial (BANGE) after
a 4-year investment period, registering a gain of EUR 6.6 million and a gross
IRR of 34% and total value to paid-in multiple of 3.4x.

ADC completed the process of changing the Company into a stock corporati-
on, which is now trading on the Entry Standard of the Frankfurt Stock Ex-
change.

A private placement raises EUR 8.2 million for ADC.

ADC's Annual General Meeting (AGM) increases the number of Supervisory
Board members from three to six, appointing Arnold Ekpe, Verna Eggleston
and Oltmann Siemens.

ADC initiated a mandatory offer for all outstanding shares in BancABC as
required by the Botswana Stock Exchange.



ADC IS AN EMERGING PAN-AFRICAN BANKING GROUP WITH A BANKING NETWORK
IN 6 COUNTRIES WITH 4 ADDITIONAL PROPRIETARY INVESTMENTS IN EASTERN AND
SOUTHERN AFRICA. ATYEAR-END, THE GROUP HAD EUR 1,432 MILLION IN ASSETS AND
EUR 122 MILLION IN TOTAL EQUITY.

ADC AT A GLANCE

CEO LETT

DEAR SHAREHOLDERS, BUSINESS PARTNERS & FRIENDS OF ADC,

The 2013 year has been a year of change and growth for ADC. In late 2012, the company began the
process of simplifying its structure to lower operational expenses and to transform ADC into a cost
effective bank holding company, focusing on the financial services sector in sub-Saharan Africa. Our
team successfully completed this process in mid-2013 with a change in its listing from a partnership
limited by shares (GmbH & Co. KGaA) on the Prime Standard to a stock corporation (AG) on the Entry
Standard of the Frankfurt Stock Exchange in Germany, which allows ADC to tap international funding
to shore up the liquidity of its investee banks while simultaneously providing operational support to
its portfolio of banking entities on the continent.

ADC can look back on a successful year; one that has seen the company gain recognition within the
international banking community and dramatically improve its financial position, registering a profit
before tax of EUR 19.3 million and a 32% decrease in the cost-to-income ratio, confirming the ad-
vantages of ADC's new cost-effective structure and significantly exceeding its latest profit forecast
of EUR 10 million by 25%.

Due to ADC's successful restructuring, hard work and valuable portfolio of investments, | am pleased
to announce that on 31 March 2014, Atlas Mara Co-Nvest Limited (Atlas Mara), founded by Bob
Diamond and Ashish J. Thakkar, and ADC have entered into a Business Combination Agreement
whereby Atlas Mara intends to undertake an offer for all outstanding shares in ADC at an exchange
ratio of 1.25x Atlas Mara shares for each ADC share. Based on the closing prices before the date of
announcement of the respective exchanges and current exchange rates, this ratio reflects a premium
of more than 15% to ADC's share price.

Atlas Mara's Board and co-founders see a perfect fit with ADC, due to its valuable holdings on the
sub-Saharan continent, to combine our visions of creating a highly scalable banking group, capable
of offering a broad range of banking products. The structure of the transaction includes conditional
purchase agreements with selected shareholders of ADC's portfolio company, BancABC, in order to
acquire, for cash or shares, all remaining outstanding shares of BancABC for a purchase price of USD
0.82 per share. The completion of the transaction is condition upon regulatory approvals and certain
conditions precedent.

Since its inception, ADC has sought to create value for its shareholders via its investments on the
sub-Saharan Africa continent. Our team has worked exceptionally hard to build not only a portfo-
lio, but also a platform that merges local expertise and knowledge with international capital and
networks. Atlas Mara founders share ADC's vision of creating a pan-African banking group. ADC'’s
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shareholders can expect an accelerated future growth based on ADC'’s successful investments and
BancABC's regional expertise and existing geographic banking structure and offerings, combined
with Atlas Mara'’s access to funding, talent and further know-how. |, and the rest of the Management
team, look forward to the next chapter in ADC's growth, We are confident that a combination with
Atlas Mara will accelerate our vision of creating a leading pan-African financial services institution and
will be to the benefit of both ADC's shareholders and also ADC and BancABC employees who are an
important element in realizing our aims. Atlas Mara will build on the existing management teams of
both ADC and BancABC to drive future growth and expand across the continent.

ADC’S FINANCIAL RESULTS

ADC produced solid results in 2013 with a profit after tax of EUR 12.5 million compared to a negative
result of EUR 18.9 million in 2012. The Company achieved a return on equity of 9.6%, a return on
assets of 0.9% and cost-to-income ratio of 72.3% compared to the 2012 ratios of -16.6%, -2.5% and
106.5% respectively.

Total assets at yearend reached EUR 1.4 billion, stable in comparison to 2012 figures. This includes
a 10% increase in cash and short term funds, but a 1% decrease in loans and advances and a 3%
decrease in customer deposits due to exchange rate differences (gross loans and deposits increased
3% and 18% respectively in local currency).

Equity attributable to ordinary shareholders increased by 14% from EUR 677 million (re-stated) in
2012 to EUR 76.9 million at yearend 2013.

BANKING OPERATIONS

At the end of the 2013 financial year, the BancABC subgroup posted a net profit of EUR 15.5 milli-
on before consolidation, 29% higher than that of 2012 on a standalone basis in local currency. The
subgroup’s total assets increased by 18% in local currency, reaching EUR 1.3 billion at the end of
December 2013. Basic earnings per share were 10% higher than the previous year and the cost-to-
income ratio fell 5 percentage points to 66% in the year under review.

In 2014, BancABC management will focus on working with each subsidiary to tighten credit systems
to lower the credit loss ratio and further improve lending processes.

Furthermore, in December 2013, ADC completed the mandatory offer in Botswana, required for all
investors owning more than 35% of a stock-listed company. As a result of the mandatory offer, ADC
increased its controlling position including voting pool agreements from 50.1% to 54.1%

UBN had mixed results over the course of the year, due to planned restructuring activities. The bank
experienced one-off costs related to personnel restructuring as well as extraordinary provisioning
due to the bank's exposure to the Nigerian discount house sector. The bank’s new executive ma-

nagement team has now positioned the bank to successfully compete in one of the most promising
banking markets on the continent. The bank’s deposit and credit growth in the second half of 2013
grew faster than any other period since ADC's original investment at the beginning of 2012 and pro-
spects for the 2014-year are strong.

Partly as a result of the restructuring activities, UBN Group registered a profit before tax of EUR 18.0
million, up 31% in local currency versus the 2012 financial year. The return on average equity in 2013
was 2.1% for the group and 2.8% for the core bank, versus 0.7% and 1.8% respectively from the
previous year.

PRIVATE EQUITY INVESTMENTS

ADC's refined strategy focuses entirely on banking sector activities in order to create a pan-African
banking group on a large enough scale to compete with existing players. As such, ADC has begun the
process of exiting some of its private equity investments and will hold remaining investments only
until market conditions are conducive for an exit. ADC is not expecting to acquire any new private
equity holdings until a stronger banking platform is established.

In May 2013, ADC exited its investment in BANGE, located in Equatorial Guinea, for a total gain of
EUR 6.6 million. We are in the final stages of selling RSwitch to an interested investor and hope to
provide more information to shareholders in the second quarter of 2014. Moreover, ADC is in discus-
sions with Brainworks Capital Management (BCM), located in Zimbabwe on the details of a potential
transaction later this year.

ADC continues to hold its investments in iVeri, an electronic payments company located in South
Africa and RHEAL, a medical insurance provider active in four countries in East Africa due to the
promising potential of both companies in the coming six months. ADC aims to finalize a sale in both
portfolio companies by the first quarter of 2015.

BOARD AND MANAGEMENT CHANGES

The Annual General Meeting (AGM) held on 14 August 2013, strengthened the Company’s position to
manage its growth by increasing the number of Supervisory Board members from three to six, elec-
ting Mr. Arnold Ekpe, former CEO of Ecobank, Ms. Verna Eggleston of Bloomberg Philanthropies and
Mr. Oltmann Siemens, former representative of the World Bank Group in Europe. Mr. Jyrki Koskelo
resigned from the supervisory board at the end of October 2013 after supporting ADC through a
period of change, making valuable contributions to the foundations of the Company’s pan-African
banking vision. Mr. Arnold Ekpe resigned from the supervisory board at the end of March 2014 due
to potential conflicts of interest relating to his roles on both the Atlas Mara's Board of Directors and
ADC's Supervisory Board. We thank them both for their insight and contributions to the Company's
growth and wish them all the best in their future endeavors.
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The Supervisory Board appointed Ms. Karima Ola, Chief Investment Officer of ADC, as a member
of the German Management Board. Furthermore, Ms. Sonja Rossteuscher, Chief Financial Officer
of the Company, was formally appointed to the management board at the beginning of 2014. We
welcome the strengthening of the supervisory and management boards at a time of tremendous
financial and operational growth.

CAPITAL RAISING

Since its inception ADC has consistently grown, strengthening its capital base yearon-year to incre-
ase the Company’s holdings in sub-Saharan banks and grow its current and potential profitability.
ADC's planned capital increase in April 2014 was delayed at the beginning of this year due partly to
uncertainty in the market and as a result of increased interest from international financial services
partners who share ADC's vision in pan-African banking. Through the signing of the Business Com-
bination Agreement with Atlas Mara at the end of March, ADC Management expects to accelerate
the implementation of our targets. Atlas Mara's access to funding, talent, and banking and IT exper
tise will contribute to both companies’ strategic objectives of building the premier financial services
group with a banking presence in multiple countries across sub-Saharan Africa.

AFRICA RISING

In contrast to an average GDP growth of 1.3% in advanced economies in 2013, sub-Saharan Africa’s
growth recorded an average GDP growth of 5.1%, increasing from 4.8% in 2012 and is projected to
reach 6.5% in 2014.

Over the last decade, most sub-Saharan African countries have actively implemented political and
economic reforms to reduce corruption and encourage private investment. The 2013 Doing Business
Report, confirms that almost half of the top 20 “reformer states” are located in sub-Saharan Africa.
ADC's experience on the continent reiterates this finding and we believe that stronger regulations
will further enhance private sector investment in the years to come.

A STRATEGY OF PAN-AFRICAN BANKING

Africa’s banking sector has, until recently, operated in a risky environment — both from a regulatory
and macroeconomic perspective, which has reduced the high potential for profit as well as for inter
national investment. Growing industry and reform, however, are underlining the potential for profit
with banks across Africa increasing their capital bases and strengthening their risk management
practices to reduce non-performing loans and boost profits. While systems are rapidly improving,
many banks on the continent still need support to implement international best practices, especially
in risk management, and require management training to best succeed in a rapidly changing environ-
ment that requires local banks to compete with international conglomerates.

Africa’s demographic dividend and large unbanked population coupled with lower cultural barriers to
the adoption of new banking technology, could see African banks leapfrog ahead of their western
counterparts due to lower infrastructure costs and higher profit margins. Africa contains the largest

proportion of mobile money users in the world, reflecting the pace of financial innovation occurring
in the region.

Local banks have a unique position in banking markets, having crucial local networks that can help
ensure credit and deposit mobilization. These banks, however, lack liquidity and increasing minimum
capital requirements in most countries across the continent are straining banks’ ability to operate
effectively. Local banks that partner with international investors can benefit from international fun-
ding sources and operational expertise. ADC's new structure, experienced management team and
network of advisers coupled with its listing on the Frankfurt stock exchange make it an ideal partner
for local banks operating in sub-Saharan Africa.

OUTLOOK

For the 2014-year, we have set ourselves the target of leveraging our strengths and solidifying our
relationships with existing networks and like-minded investors. ADC has positioned itself to succeed
in building a pan-African banking group and has the management, assets, operational staff and in-
vestment expertise to do so.

ADC has a positive outlook for 2014 after achieving substantial 29% net profit growth from BancABC
subgroup in the 2013 financial year and with the prospective sale of some of ADC'’s private equity
portfolio in 2014. \We believe that UBN will continue its upward trajectory shown in the second half of
2013 now that the restructuring efforts are coming to a close and will positively contribute to ADC's
net profit in 2014.

Overall, the ADC Group expects to significantly increase its net profit in 2014, with the cost-to-
income and ROaE ratios improving substantially from those achieved in the 2013 period towards the
2015 targets of an ROaE of up to 25% and an average cost-to-income ratio of 50-55%. Nevertheless,
| ' would like to highlight that current forecasts could be significantly affected by the transaction with
Atlas Mara that was announced on 31 March 2014

Finally, I would like to sincerely thank all of the employees of ADC, BancABC and each of our portfolio
companies for their hard work and perseverance. Each member of the Group is a dedicated force
behind ADC's growth story and | thank each individual employee for helping us succeed in our pan-
African banking vision.

Should you have any questions regarding our strategy, future growth prospects or any other matter,
please do not hesitate to contact us via email: investorrelations@african-development.com or via
phone: +49 69 719 12 90 119

Sincerely yours,

Dirk Harbecke
Chief Executive Officer
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AND OVERVIEW
ADC African Development Corporation AG (ADC) is a German-listed, emerging pan-African ban- The activities of ADC Group are headquartered in Germany as ADC African Development Corpo-
king group with a strong footprint in Southern Africa via BancABC, a regional commercial banking ration AG (ADC AG). ADC AG owns 100% of ADC Financial Services and Corporate Development
platform operating in Botswana, Mozambique, Tanzania, Zambia and Zimbabwe as well as expo- (ADC FS & CD) located in Mauritius, which is the African investment originator of ADC's assets via
sure to West Africa via Union Bank of Nigeria (UBN). ADC commenced business in November several holding companies and special purpose entities.
2007 as a partnership limited by shares with a limited liability company as General Partner (GmbH
& Co. KGaA). The company completed its initial public offering and listing on the Frankfurt Stock
Exchange in December 2010. In November 2012, ADC bought out its General Partner, ADC Ma- ADC AFRICAN DEVELOPIT/[ENT CORPORATION AG
nagement GmbH to transform its legal structure and eliminate the fee structure aSSOC|§teq with ADC FINANCIAL SERVICES & CORPORATE DEVELOPMENT
the general partner. On 26 July 2013, ADC completed the process of legal transformation into a |
stock corporation (Aktiengesellschaft). In conjunction with the transformation, ADC re-listed in the |
Entry Standard segment of the Frankfurt Stock Exchange with the aim of reducing costs while BANKING OIPERATIONS PRIVATE EQUITY
increasing operational flexibility and maintaining a high level of reporting that exceeds Entry Stan- | | |
) BRAINWORKS
dard ts. 7% Ol BRAINWORKS.
ard requirements 47. 7 0 ]4-7|4 0 Zimbabwe, Investments, 18.09%
From its founding until early 2012, ADC followed a private equity strategy that focused on the ma- RHEAL
nagement of a portfolio of minority holdings in the financial services sector and related IT assets Kenya, Insurance, 38.74%

in sub-Saharan Africa. In early 2012, ADC changed its strategy to focus on acquiring controlling sta- .
RSwitc]

kes in banks solely with a view to achieving majority control in order to build a leading pan-African B —
Rwanda, Payments, 88.54%

BancABC UGPL
South-East-Africa Mauritius

I I I I
00%  91.20% 100%  100%

0000

merchant banking group. ADC's acquisition of a majority stake in BancABC and the decision to
iVeri

transition from a private equity partnership to a stock corporation reflects this change of strategy.
South Africa, Payments, 49.0%

In early 2013, the ADC Group refined its strategy further to focus entirely on banking sector activi-
ties to create a pan-African merchant banking group on a large enough scale to compete with exis-

b1.33%°

ting players and made the strategic decision to streamline its private equity activities. As such, the

group is not expecting to acquire any new private equity holdings until a stronger banking platform
is established, and shall hold existing investments only until market conditions and development
stage of the individual assets are conducive for an exit.

BancABC BancABC BancABC BancABC BancABC UBN
ADC's management has extensive operational banking experience and follows an active manage- Botswana Mozambique Tanzania Zambia Zimbabwe Nigeria
ment approach. The company applies a return driven business model and optimizes the risk-re- SUPPORTING SERVICES

turn profile through a political risk insurance solution offered by MIGA (World Bank Group). The
company'’s listing and headquarters in Germany provides ADC with significant advantages over
local African banking groups, especially the ability to raise money on international capital markets,
the application of German corporate governance standards and the creation of an international
network of business contacts and experts.

ADC's two operating divisions, banking and private equity, are coordinated from Germany by

ADC'’s Management Board and supported by BancABC's banking headquarters in Johannesburg ) o ) ) . » o
Group structure shows direct and indirect ownership not controlling positions. Additionally ADC holds further subsidiaries that

are either not material or just shells that are described in the notes to the financial statements.
role is to expand ADC's banking business in sub-Saharan Africa together with ADC’s majority- 1 ADC holds a direct shareholding of 4707% in BancABC but controls additional shares through pooling agreements, for
a share of 50.10% (54.06% prior to mandatory offer closed post balance sheet date on 17 January 2014) and a further

and ADC's investment and advisory activities headquartered in Mauritius. ADC's operational staff's

owned retail and corporate banking entity, BancABC.
10.99% with aligned BancABC management for a total controlling position of 65.05%.

2 ADC holds a direct shareholding of 14.74% in UGPL (Union Global Partners Limited) (indirect 9.568% in UBN) but has a total
representation of 20.04% in UGPL (indirect 12.30% in UBN) via co-investments that are managed by ADC.
3 Out of 65.00% shareholding in UBN, 3.61% are controlled by UGPL through a pooling agreement but held outside UGPL.
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ADC'S STRATEGY

AND COMPETITIVE STRENGTHS

ADC vision is to become one of the leading pan-African merchant banking groups in sub-Saharan
Africa (SSA) by acquiring majority interests in other banks, which will be subsequently integrated
into a common merchant banking group. ADC focuses on specific target markets in SSA and aims
to be among the top three banks in terms of banking assets in each of the target countries in the
near future. Next to ADC's current operational countries, the Company’s medium-term expansion
plans are to enter the Economic Community of Central African States (CEMAC), the West African
Economic and Monetary Union (UEMOA) and the East African Community (EAC) via the most
important country in the region as well as Angola as large standalone market.

In addition to establishing a pan-African banking group through further acquisitions, ADC's vision
is to grow BancABC from a second tier bank into a first tier bank in all countries in which it ope-
rates. ADC will operate within its capacity to ensure that both BancABC and UBN are sufficiently
capitalized to expand their activities in the corporate lending market and capture growth in the
emerging retail market.

As at the reporting date, ADC has secured initial stakes in six fast-growing SSA markets, providing
the Group with its initial, critically important footholds for the creation of its pan-African banking
platform.

ADC COMPETITIVE STRENGTHS

ADC's competitive strengths are key factors relating to the Company’s business and consist of
the following:

ADC’S PRINCIPAL BUSINESS IS BANKING, FOCUSED ON THE FAST GROWING MARKETS OF SSA.

ADC focuses on fast growing markets within SSA, specifically Botswana, Mozambique, Tanzania,
Zambia, Zimbabwe and Nigeria and has medium term plans to enter other economic growth regi-
ons in SSA such as CEMAC, UEMOA, EAC and the strong stand-alone country of Angola. These
markets are predominantly at an earlier stage of their economic and financial market development
compared to other emerging markets. In addition to favorable macroeconomic factors supporting
general business growth in ADC target markets, the financial sector has a particularly high growth
potential in these markets due to the increasing urbanization of the population in SSA and techni-
cal advancements.

ADC PROVIDES INTERNATIONAL BANKING EXPERIENCE AS WELL AS ACCESS TO TECHNOLOGY SERVI-
CES AND INTERNATIONAL CAPITAL MARKETS TO ADC’S INVESTEE BANKS

The Company utilizes ADC's management experience and business networks and advises ma-
nagement of both ADC's majority controlled BancABC subsidiary and UBN on the implementation
of modern banking systems including technical advancements. ADC closely cooperates on stra-

tegic matters and operational excellence initiatives. The Company'’s active management approach
enables ADC to supervise the growth of the Company'’s bank holdings and to introduce state-of-
the art industry standards used in banks in the industrialized world and the implementation of
successful models from other emerging markets.

ADC’S CURRENT BANK HOLDINGS HAVE A STRONG FOOTPRINT IN THEIR MARKETS, EXPERIENCED
LOCAL MANAGEMENT AND KNOWN LOCAL BRANDS.

BancABC is among the leading banks in five SSA countries and by yearend 2012 among the top
five banks in two of those five countries. UBN is the ninth largest bank in Nigeria by assets’. As
a result of their strong positions in local markets and strong brands, ADC's current bank holdings
are ideally positioned to capture future growth in our current markets, both with corporate clients
as well as retail clients.

ADC HAS EXTENSIVE EXPERIENCE IN ACQUISITIONS IN SSA, SPECIFICALLY RELATING TO BANKS.

Since ADC's first acquisition in 2008, the Company has completed a multitude of merger and
acquisition transactions, specifically in the financial sector in SSA. Most notably, the company
successfully achieved majority control of BancABC in July 2012, after acquiring its initial 20.1%
stake in 2011. Similarly, ADC has a strategic and important role as the member of the investment
consortium that purchased 65% of UBN in 2012, which was the largest banking transaction in Af-
rica in the year. ADC has also acquired minority stakes in several banks, such as the Development
Bank of Rwanda (BRD), Banco Nacional de Guinea Ecuatorial (BANGE) and Ecobank Zimbabwe,
which were successfully divested as part of the Company's former private equity focus strategy.

ADC believes that its pan-African strategy will succeed due to strong macroeconomic conditions
and high industry profitability with few pan-African competitors. The attractiveness of sub-Saharan
Africa’s overall financial sector is complimented by a strong group executive management team
and experienced supervisory board members in combination with in-country management who
are empowered to tailor services within their home markets. ADC’s new strategy aims to genera-
te value for its stakeholders by delivering more stability and less volatility.

1 ADC internal calculations from Bankscope, Bureau van Dijk Electronic Publishing GmbH, 2012 data, accessed on January
24, 2014.
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BUSINESS SEGMENTS

ADC's strategic focus is on the banking sector in sub-Saharan Africa, which represents 98.2%
of ADC's total asset base at yearend 2013, inclusive of wholesale banking, retail banking and
consumer finance. ADC's private equity business encompasses legacy proprietary shareholdings
which the Company acquired before the re-focused strategy was implemented in 2012 from an
investment company to a banking group. As such, the group structure is divided into two main
divisions: banking operations and private equity activities.

BANKING OPERATIONS

The main focus of ADC is on banking sector activities. Within the banking sector, ADC targets
commercial banks with promising potential in retail and corporate banking. ADC aims to form a
pan-African banking group through its controlling interest in ABC Holdings Limited (BancABC) and
other potential majority stakes. Opportunities in the banking market in Africa are vast due to in-
adequate supply and favorable demographic conditions in which both population and incomes are
rising. Currently, both retail and corporate banking are at a relatively early stage of development
across most of sub-Saharan Africa, offering investors the opportunity to leverage both their ex-
pertise and capital. Demand for banking services is expanding and becoming more sophisticated
as economies develop. Many banks are now seeking to enhance their product and distribution
capabilities to tap into this expanding market.

ADC's banking operations division manages the Group'’s existing portfolio of banking investments
organized into two separate segments: Banking Operations BancABC; and Banking Operations
UBN.

BANKING OPERATIONS BANCABC

BancABC subgroup is ADC's core banking operation and the foundation for the establishment of
a pan-African banking group. ABC Holdings Limited is the parent company of its five licensed and
operational banking entities active in Botswana, Mozambique, Tanzania, Zambia and Zimbabwe as
well as a shared services center located in South Africa. The shares of BancABC are listed on the
stock exchanges in Botswana (ABCH.BG) and Zimbabwe (ABC.ZH).

The subgroup’s origin dates back to 1956 and it was rebranded in 2009 as BancABC after a num-
ber of mergers and acquisitions. The bank started with a definitive focus on corporate customers,
but expanded into the retail segment in 2008. In September 2013, BancABC was ranked within
the top 200 banks in sub-Saharan Africa holding the 110th spot (2012: 127th), and its largest sub-
sidiary, BancABC Botswana, was included in the rankings on a stand-alone basis for the first time
at 190th".

1 The Africa Report, September 30, 2013, http://www.theafricareport.com/Top-200-Banks/top-200-banks-2013

ADC's banking strategy focuses on expanding BancABC branded operations into 2-3 additional
sub-Saharan core markets by the end of 2015 and on optimizing performance in current countries
with the aim of becoming one of the top three banks in each of its operational subsidiaries. Achie-
ving scale affords greater operating efficiency and a larger balance sheet size in core markets that
will attract pan-African and multinational clients.

ADC is actively implementing its strategy by helping BancABC to create an innovative wholesale
banking structure with technology suitable for corporate customers who require specialized pan-
African products and services, while at the same time expanding its retail business to promote
financial inclusion via flexible and innovative products and technology that serve the whole value
chain, including the suppliers and clients of the bank's biggest customers.

The 2013 financial year was the first full year of consolidation of BancABC, after ADC purchased a
majority stake in the banking group in July 2012. Following dilution of the equity stake in BancABC
due to the conversion in May 2013 of a convertible bond issued by BancABC to the International
Finance Corporation (IFC), ADC directly holds 47.07 % of the shares, but controls an additional 3%’
stake via pooling agreements with aligned investors, and a further 11% with aligned BancABC
management.

UNION BANK OF NIGERIA (UBN)

UBN is one of the longest-standing banks in Nigeria. Its roots date back to 1917 when UBN was
part of Barclays Bank. Over the years, the bank has evolved into an established brand with one of
the largest networks of branches throughout Nigeria. In 2009, UBN was one of eight banks res-
cued from insolvency with the aid of a cash injection from the government’s Asset Management
Corporation of Nigeria (AMCON). A net asset value of zero was attained by the end of 2011 and
the non-performing loans from the years 2010-2012 were purchased by the Nigerian Central Bank
in order to re-establish a non-performing loan (NPL) ratio of close to 5%. Between January and
mid-2012, a consortium of international investors stepped in to finance UBN's total recapitalization
with USD 500 million.

ADC, as part of the investor consortium, completed its investment in UBN together with internati-
onal partners with a wealth of experience, including a Nigerian private equity fund African Capital
Alliance (ACA), global financial services private equity firm Corsair Capital, the Dutch development
bank, FMO, international business group Richard Chandler Corporation and global private equity
investor Standard Chartered Private Equity. The consortium invested via an intermediary vehicle,
Union Global Partners Limited (UGPL), a limited liability company with its corporate seat in Mauri-
tius. The skills of the consortium vary from local investors, financial services and emerging market
specialists, to family offices and development finance institutions. The broad group will ensure
a balanced transfer of international best practice in financial services and environmental, social
and governance (ESG) standards, and a deeply embedded local network to the new management
team at UBN. ADC plays an active role in shaping UBN's current strategy via its directorship within
UGPL, held by ADC's Chief Investment Officer (CIO), Karima Ola. Douglas Munatsi, CEO of Ban-
cABC, also represents ADC on the Board of UBN itself.

1 A mandatory offer initiated prior to yearend, and closed 17 January 2014 increased pooling agreements from 3% to 7%.
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ADC's investment in UGPL was made via two separate investment vehicles and amounts to
14.74% of the UGPL consortium. The initial investment of USD 30 million in UGPL was made in Ja-
nuary 2012 and represents a direct stake of 6.35% (3.9% indirect stake in UBN) in the consortium
group that invested USD 500 million for a total shareholding of 65%"' in UBN. Further to this, ADC
co-invested in a special purpose vehicle (ADC Ventures) in July 2012, giving ADC exposure to an
additional 8.39% stake in UGPL (5.2% indirect stake in UBN). The ADC Ventures SPV is majority
financed as mezzanine debt, and is consolidated for the first time in ADC's financial accounts in
2013 following the early adoption of IFRS 10. ADC manages a further 5.0% stake in UGPL (3.2%
indirect stake in UBN) on behalf of co-investors, to which ADC is entitled to a performance related
share of profits.

PRIVATE EQUITY

ADC's private equity (PE) portfolio at the end of December 2013 consisted of investments in a
private equity company located in Zimbabwe (Brainworks Capital Management), a company in the
insurance sector in Kenya, Tanzania and South Sudan (RHEAL) and two companies in the payment
solutions sector located in Rwanda and South Africa (RSwitch in Rwanda and iVeri in South Africa).

ADC's refined strategy focuses entirely on banking sector activities in order to create a pan-African
banking group on a large enough scale to compete with existing players. As such, ADC will not
acquire any new private equity holdings and hold existing investments only until market conditions
are conducive for an exit.

RSWITCH is Rwanda’s national payment switch, in which ADC acquired a 70.0% stake in June
2008. The company’s main business is to facilitate payment transactions and to ensure interope-
rability amongst all banks in Rwanda as well as production of payment cards for Rwandan banks.
In January 2012, ADC participated in a capital increase via a debt-to-equity swap that increased
ADC's shareholding in the company from 70.0% to its current shareholding of 88.54%.

RESOLUTION HEALTH EAST AFRICA LIMITED (RHEAL) is a medical insurance provider, with a ge-
neral insurance license, that began operations in Kenya in 2001 and has since expanded to other
East African countries with underwriting in Tanzania, Uganda, Sudan and South Sudan. ADC holds
an equity stake of 38.74% in RHEAL, including a 25.1% direct stake that was purchased by ADC
FS&CD in December 2010 and a 13.64% stake that was originally held in a special purpose vehicle
in Mauritius and later transferred to ADC FS & CD in June 2013 after ADC took up its rights in a
capital increase issued by the company.

IVERI PAYMENT TECHNOLOGIES (IVERI) provides best-of-breed eCommerce solutions for mer
chants in Africa and is used by banks in six countries across the continent. ADC purchased a
49.0% stake in iVeri in November 2008.

BRAINWORKS CAPITAL MANAGEMENT (BCM) is a Zimbabwean indigenous controlled and managed
private equity investment firm that invests in diverse sectors within Zimbabwe with a holding pe-

1 Out of 65.00% shareholding in UBN, 3.61% are controlled by UGPL through a pooling agreement held outside the UGPL
legal entity.

riod of between 3-5 years. ADC originally acquired a 28.23% stake in the company in December
2011 that was diluted earlier this year after Brainworks issued a pre-IPO private placement, which
raised a total of USD 175 million that was closed in the fourth quarter of 2013 at USD 0.10 per
share, diluting ADC's stake from 28.23% to 18.09%.
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SUPPORTING SERVICES

ADC's supporting services segment is a cost center for the Group and comprises areas of activity
such as identifying investment opportunities, monitoring the financial position and performances
of Group companies and portfolio companies, and providing them with professional support. In
addition, strategic portfolio structuring is pursued, active risk management coordinated, capital-
raising measures implemented, and relationships with investors maintained. As these activities
relate to both banking operations and private equity activities of the group, they are monitored in
a separate reporting segment.
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PERFORMANCE METRICS

ADC carefully monitors its performance via performance metrics to measure profitability, growth
and efficiency, while regularly evaluating macroeconomic and sector specific risk. The finance
team provides management and the supervisory board regular reporting and analysis to identify
risks and opportunities for the group on a timely basis.

GROUP

The following ratios are used to present and monitor the ADC Group’s overall performance:
1. The key profitability ratio for the Group is return on average equity
after taxes (ROaE), in which the IFRS consolidated Group aftertax
result (including non-controlling interests) is divided by the average
total equity (including minorities) in the period (beginning of period +
end of period / 2).

2. Return on Average Assets (ROaA) is an indicator used to assess the
profitability of a firm's assets. ROaA is calculated taking IFRS conso-
lidated Group aftertax result (including non-controlling interests) and
dividing by average total assets in the period (beginning of period +
end of period / 2).

3. Cost-to-income ratio (C/I) is used to monitor cost discipline in relation
to group income, and is the ratio between operating expenses and
operating income less provision for credit losses, expressed as a
percentage.

The following indicators are used to present the ADC Group’s non-financial performance:
1. Employees: Number of employees at year-end including temporary

staff.

2. Attrition rate: Monthly average termination rates.

BANKING OPERATIONS

Three ratios are derived to describe the performance of ADC's banking segments:
1. Net interest margin (NIM) measures the difference between the

interest generated by banks and the amount of interest paid to their
lenders, relative to the amount of the interest earning assets. NIM is
expressed as a percentage of what the bank earns on loans and other
assets within a defined period minus the interest paid on borrowed
funds divided by the average amount of assets on which it earned
income in that time period;

N

Cost-to-income ratio (C/l) is used to monitor cost discipline in relation
to segment income, and is the ratio between operating expenses
and operating income less provision for credit losses, expressed as a
percentage; and

3. Loan loss ratio is used to measure a bank’s effectiveness in mana-
ging its loan book, and is the ratio of loan losses taken on the income
statement to average loans outstanding during the period. It is ex-
pressed as a percentage.

The following indicators are used to present the ADC banking segment’s non-financial perfor
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mance:
1. Branches: the number of bank branches at yearend
2. ATMs: the number of Automatic Teller Machines (ATMs) at yearend
3. Customers: the number of active bank customers at year-end
4. Employees: the number of employees at yearend
PRIVATE EQUITY

Two main ratios are derived to describe the performance of the private equity segment:
1. Internal rate of return (IRR) is a rate of return used to measure and
compare the profitability of investments. The calculation of the IRR
includes dividend payments and reflects the cashflow at the time
it is calculated and is derived as the rate of return that equates the
present value of a project'’s cash inflows with the present value of its
cash outflows.

2. Total value to paid-in (TVPI) multiple, which is the ratio of the current
value of remaining investments within the private equity portfolio plus
the total value of all distributions to date to the total amount of capital
paid into the individual investment to date.

All calculations are gross amounts excluding transactions costs or cash holdings.

SUPPORTING SERVICES

As a cost center to the group, a single main performance metric is monitored for the segment.
Cost-to-income ratio (C/I) is used to monitor cost discipline in relation to group income, and is the
ratio between operating expenses incurred in the segment and overall Group operating income
less provision for credit losses, expressed as a percentage.
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CAPITAL MARKETS .

SHARE INFORMATION 0
— WA ~
Legal Domicile 08
Frankfurt, Germany W
Legal form B
Stock Corporation (AG) 06
Shares in issue iAOII‘; ‘2‘51; ;ﬁ\; ;)ocg ;)()Fi(;
9,467440
e ADC share price  wmmmm MSCI Frontier Markets Africa (rebased) SDAX (rebased)

Listing
XETRA, Frankfurt, Stuttgart, Berlin, Duesseldorf, Tradegate
Market Segment
Deutsche Bérse / Entry Standard (open market) ADC BOND WITH WARRANTS ATTACHED
ISIN In June 2012, ADC issued a 3-year term bond (valid to 31 May 2015) with a fixed interest rate of
DEOOOATESNW9 6% per annum. The bond was listed on the Frankfurt Stock Exchange on 02 July 2012 with the

ISIN DEOOOATPGNY4. Next to the solid coupon of 6%, the bond has warrants of a total of 2.0
Bloomberg million shares attached, entitling the holders to subscribe to up to 2.0 million new ordinary regis-
AZC.GR tered shares of the company at a share price of EUR 14.00, which offers an upside potential to the

subscribed bond holders. The main reason for the bond issue was the acquisition of a controlling
Reuters stake in BancABC at the end of July 2012.
AZCGne.DE

The bond price started the year at EUR 75.0, and closed the year at virtually the same price - EUR

75.1. Trading in the bond with warrants was very low in 2013 with a liquidity of just EUR 39k traded
PERFORMANCE OF THE ADC STOCK in the course of the year.

In 2013, ADC's stock price increased yearon-year by 8%, rising from EUR 8.4 in January to EUR
9.1 at the end of December. The market capitalization increased 19%, rising from EUR 72.3 million
to EUR 86.0 million at the end of December, also due to a private placement issued in July 2013,
which raised EUR 8.2 million for ADC through the issue of 860,676 new registered shares. By
yearend, the number of shares outstanding therefore increased to 9,467440.

Over the course of the year ADC's share price outperformed the MSCI Emerging and Frontier
Markets Africa Index, which dropped 7% since the end of 2012, but underperformed the German
SDAX by 29% due to a slower overall trend in emerging markets worldwide.
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ADCAS AN EMPLOYER

In total, ADC employed 1,558 people as of yearend 2013 (2012: 1,361), with most of them em-
ployed in its African operations, and particularly within BancABC subgroup (2013: 1,501 vs. 2012:
1,310). An average attrition rate of only 0.80% (2012: 0.75%) over the course of 2013 makes ADC
confident that the Group is a reliable employer and will continue to source highly-skilled emplo-
yees.

LORPORATE GOVERNANCE

DECLARATION

The management and supervisory board of ADC African Development Corporation AG submitted
a voluntary declaration of conformity with the German Corporate Governance Code pursuant to
Articles 161 of the German Stock Corporation Act (Aktiengesetz) in March 2014. The Corporate
Governance code can be accessed on the Groups website:
http://www.african-development.com/en/investorrelations/corporate-governance/

HNANCIAL REPORT
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MACROECONOMIC ENVIRONMENT

SUB SAHARAN AFRICA

Improved macroeconomic policies are among the top factors that have led to an average GDP
growth of 5.5% in sub-Saharan Africa over the last decade’. In contrast to an average GDP growth
of 1.3% in advanced economies in 2013, sub-Saharan Africa’s growth beat International Monetary
Fund (IMF) October 2013 forecasts, recording a growth of 5.1% in 2013, increasing from 4.8% in
20122,

The following table shows key economic and demographic metrics for our current operational
markets in sub Saharan Africa. The data provided in the table below is as of yearend 20132,

ECONOMIC AND DEMOGRAPHIC METRICS FOR ADC OPERATIONAL MARKETS

COUNTRIES / RANK IN C(Iil{fl\gsnil-
CURRENT GDP (INUSD POPULATION  GDPPERCA- GDP GROWTH »DOING FREEII)VO;}I
OPERATIONAL BILLION) (IN MILLION) PITA (IN USD) (ANNUAL %) BUSINESS* ” ON THE
4
MARKETS REPORT WORLD”S
Botswana 15.5 2.1 7470 3.9 56 F
Kenya 45.3 43.3 1,046 5.9 129 PF
Mozambique 14.7 22.9 640 7.0 139 PF
Nigeria 292.0 169.3 1,725 6.2 147 PF
Rwanda 77 10.6 724 75 32 NF
South Africa 353.9 51.7 6,847 2.0 41 F
Tanzania 31.9 46.3 690 7.0 145 PF
Zambia 22.2 14.5 1,530 6.0 83 PF
Zimbabwe 10.5 13.1 799 3.2 170 NF

IMF Data, World Economic Outlook, October 2013, includes GDP growth from 2004 — 2013.

World Economic Outlook Update, 21 January 2014.

IMF Data, World Economic Outlook, October 2013.

Economy Rankings, World Bank Doing Business, http://www.doingbusiness.org/rankings; rankings include a total of 189
countries (F = Free, PF = Partially Free, NF = Not Free).

5 Freedom House, Freedom in the World, 2014.
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The key elements contributing to sub-Saharan Africa’s improved economic performance in recent
years include the following:

— Macroeconomic policies

Sub-Saharan Africa’s growth since the mid-1990s can be attributed, in part, by favorable macroe-
conomic policies including the strengthening of fiscal positions, an enhanced effort to contain
inflation (Inflation rates in SSA have steadily declined and averaged 6.9% in 2013, compared to
9.0% in 2012"), the liberalization of exchange rates and the build up of foreign reserves to contain
the impact of adverse external shocks?.

According to the IMF, international debt relief to highly indebted poor countries in sub-Saharan
Africa eased external payment pressures, which has allowed governments to build up foreign
reserves to contain the impact of any potential adverse shocks and as a result of widespread ma-
croeconomic improvements, many countries are increasingly investing in infrastructure, education
and their industrial sectors rather than servicing debt®. Previous high levels of external debt in
countries across the continent have declined from 63% of GDP in 2000 to 25% in 2013*.

— Political and economic reform

Most sub-Saharan African countries have implemented political and economic reforms over the
last two decades to reduce corruption, increase local consumer demand, improve the enforcea-
bility of contracts and privatize government-owned enterprise. The 2013 Doing Business Report,
published annually by the World Bank, shows that 45% percent of the 20 countries that showed
the most significant progress in 2013 were located in sub Saharan Africa and 66% of the countries
in the region improved regulatory reforms in at least one area measured by the report®. Despite
improvements in institutional capacity, more needs to be done to improve intraregional trade by
reducing gaps in infrastructure and harmonizing export and import regulations in order to diversify
and protect itself from fluctuating commodity prices.

— Increased investment

Net Foreign Direct Investment (FDI) flows on the continent improved in 2013, increasing from
USD 37 billion in 2012 to USD 43 billion in 2013, while private capital flows doubled, increasing
from USD 14.9 billion in 2012 to USD 30.2 billion in 2013%. The investment-to-GDP ratio increased
marginally from 22.6% of GDP in 2012 to 23.2% of GDP in 2013, but still remains the lowest
among developing regions’.

According to the World Bank, investment in infrastructure has played a significant role in the
growth of the continent over the last decade, but remains a major constraint on doing business
and estimates that a total of 12% of Africa’s GDP each year is required to address the continent'’s

1 IMF Data, World Economic Outlook, October 2013.

2 European Investment Bank, Banking in sub-Saharan Africa: Challenges and Opportunities, January 2013.

3 ibid.

4 IMF Data, World Economic Outlook, October 2013.

5 World Bank, 2013, Doing Business 2014: Understanding Regulations for Small and Medium-Size Enterprises. Washing-
ton, DC: World Bank Group. DOI: 10.1596/978-0-8213-9984-2. License: Creative Commons Attribution CC BY 3.0.

6 Worldbank, Global Economic Prospects, Regional SSA, January 2014.

7 ibid.

infrastructure deficit’, which could boost sub-Saharan Africa’s GDP by more than USD 20 billion
annually and increase trade by up to 51%, providing the most economic benefit to intraregional
trade?.

— Favorable commodity price trends and new resource discoveries

In recent years, there has been a steady inflow of investments into the African mining and natural
resources sectors. The main raw materials that are exported from SSA are crude oil and natural
gas, copper and cobalt, iron ore, gold, silver, platinum and palladium as well as other rare earth
materials and diamonds. Favorable commodity prices and new resource discoveries have been an
important catalyst for growth; however growth has also been strong in some non-resource rich
countries such as Burkina Faso, Ethiopia, Mozambique, Rwanda and Uganda®.

— Political stability and improved governance

Political stability has significantly improved in sub-Saharan Africa over the last two decades. Ac-
cording to the 2014 Freedom House rankings, the number of countries in sub-Saharan Africa
classified as , free & partially free” remained stable at 29 in 2013 compared with 2012, which is
an increase of 70% over the last 20 years, while the number of states classified as “not free” has
declined by 47% in the same period”.

— Demographic growth

The population of sub-Saharan Africa continues to grow with the highest fertility rates in the
world. According to the Population Reference Bureau, sub-Saharan Africa’s population totaled 926
million in mid-2013 and is projected to increase to 1.3 billion by 2025 and 2.2 billion by 2050, with
37% of the population living in urban areas®. In recent years, population growth and economic libe-
ralization has contributed to increasing consumer demand for basic needs as well as for a broader
range of products and services, particularly from a growing African middle-class. Demographic
changes are transforming the continent from a commodities-led growth story to a consumerled
one with total consumer spending estimated to increase from USD 860 billion in 2008 to USD 1.4
trillion by 20206.

World Bank, Fact Sheet: Infrastructure in sub-Saharan Africa.

International Trade Centre, Africa’s Trade Potential: Export Opportunities in Growth Markets. Geneva: ITC, 2012.
European Investment Bank, Banking in sub-Saharan Africa: Challenges and Opportunities, January 2013.

Freedom House, Freedom in the World, 2014.

Carl Haub and Toshiko Kaneda, 2013 World Population Data Sheet (Washington, DC: Population Reference Bureau, 2013).
Ernst & Young, Private Equity Roundup — Africa, February 2013.
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SECTOR SPECIFIC CONDITIONS

AT ASSETS% LOANS%  OPUO- DEPOSIT  ASSETS/ INTEREST ... ON
CHANGE CHANGE . RATIO  GDP (%)* MARGIN
(USD BN) CHANGE ! N EQUITY
Y-0-Y Y-0-Y Y0¥ (%) (%) (%)*
SUB-SAHARAN AFRICA’S BANKING SECTOR
Botswana 7.0 -3.8% 8.8% -5.2% 76.1% 45.1% 7.0% 34.8%
The growth of sub-Saharan Africa’s economy and the stabilization of its macroeconomic and finan-
: . . . . Mozambique 77 12.8% 28.6% 20.3% 79.4% 52.5% 6.9% 25.0%
cial environment has led to the overall development of its banking sector. Nevertheless, banking
sectors across the continent remain underdeveloped.
P Nigeria 136.5 8.7% 8.7% -1.4% 82.9% 46.7% 8.1% 20.8%
Banking systems in sub-Saharan Africa are heavily concentrated in urban centers and financial Tanzania 125 16.0% 13.8% 12.7% 71.6% 39.1% 9.1% 19.9%
inclusion remains low. While sub-Saharan Africa’s financial services market is developing at a fast
pace, access is still relatively low with only 24% of adults (age 15+) having an account at a formal Zambia 78 17.2% 10.4% 18.4% 66.0% 35.1% 9.0% 25.8%
financial institution as of 2011 with only 2.7 branches per 100,000 adults’. One of the most im-
portant factors contributing to the low levels of access to financial services is income level, with Zimbabwe 512 11.6% 11.0% -1.8% 84.7% 49.6% 10.2% 26.0%
those with incomes in the top 60% being 123% more likely to have an account versus those with
incomes in the bottom 40%2. Average - 9.8% 12.5% 6.5% 771% 44.4% 8.4% 25.4%

Sub-Saharan Africa’s market structures are typically oligopolistic, as exemplified by the high share
of total assets accounted for the three largest banks in most of ADC’s banking markets, which INCREASING DOMESTIC LENDING WILL BE CRITICAL FOR GROWTH
ranges from 39% - 78%3. The banking sector is characterized by high interest rate spreads and low

loan-to-deposit ratios with a large share of banking assets in the form of government securities Many countries on the continent are now depositing at least 30-50% of national GDP* in local bank

and liquid assets with about 60% of loans having a maturity of less than one year*.

Through shareholdings in BancABC and UBN, ADC is active in the commercial banking sector in
Botswana, Mozambique, Nigeria, Tanzania, Zambia, and Zimbabwe. The table below shows the
key banking metrics for these markets and clearly demonstrates that the commercial banking
sector is growing rapidly with an average year-on-year growth rate for total assets of 9.8% from
mid-2012 to mid-2013 with client loans and deposits having grown an average of 12.5% and 6.5%
respectively over the same time period. The growth rate in deposits in most markets has lagged
behind that of loans, but almost all markets are maintaining conservative loan-to-deposit ratios
varying between 66% - 85% with an average interest rate spread of 8.4% in 2012, which trans-
lates into a healthy average return on average equity of 25.4% in all ADC operational countries.
The assets-to-GDP ratio varies between 35% — 53%, showing a low level of financial inclusion,
providing confidence that these markets are established, but in a stage of growth which indicates
strong profits ahead.

1 World Bank Findex Database.

2 ibid.

3 ADC calculations from Bankscope, Bureau van Dijk Electronic Publishing GmbH, 2012 data, accessed on January 24,
2014, from yearend 2012 data.

4 European Investment Bank, Banking in sub-Saharan Africa: Challenges and Opportunities, January 2013.

accounts, which is a positive development for economic progress and financial inclusion; however,
domestic credit provided by the banking sector has lagged behind and ranges between 15-36% of
GDP® in ADC banking markets (excluding Zimbabwe) versus 123% in Germany and 229% in the
United States®. As such, narrowing the gap in the credit-to-deposit ratio is critical for the develop-
ment of local businesses and the economy by providing more growth capital to local businesses.

SIGNIFICANT REGULATORY & SUPERVISORY REFORMS SUPPORT GROWTH OF AFRICAN BANKING
SECTOR

While sub-Saharan Africa’s financial system did not experience direct shocks from the 2008-09
financial crisis, an IMF study indicates that the financial health of many banks were affected as
borrowers experienced financial distress in the economic downturn, which affected the banks’
financial stability indicators in the region from 2009 — 2011. The report shows that banks' capital
adequacy ratios deteriorated in 2010 with a rising share of NPLs, which affected overall profita-
bility. In 2011, there was a drop in the NPL ratio and an improvement in capital adequacy ratios;
however there was a declining rate of return and bank equity from 2009 — 2011, which is likely due
to losses on loan portfolios and increased competition in some markets”.

1 BMI statistics [total assets, client loans, client deposits and loan-to-deposit ratio. Information accurate as of: Botswana,
Oct 2013; Mozambique, Aug 2013; Nigeria, Nov 2013; Tanzania, Sep 2013; Zambia, Oct 2013; Zimbabwe, Sept 2013.

2 BMI total asset figures used with GDP figures from World Economic Outlook, October 2013.

DC calculations from Bankscope, Bureau van Dijk Electronic Publishing GmbH, 2012 data, accessed on January 24, 2014,

w

from yearend 2012 data.

World Bank, Global Financial Development Database, January 2014.
World Bank, Global Financial Development Database, January 2014.
World Bank Financial Structure Database, 2012 figures.
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International Monetary Fund. Regional Economic Outlook, Sub-Saharan Africa: Maintaining Growth in an Uncertain
World. Washington, D.C., October 2012 excluding Zimbabwe.
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Since the global financial crisis, banks across Africa are striving to implement international best
practices and adhere to the Basel lll accords. A report published by Moody’s in June 2013 com-
mends the region’s progress in regulatory and supervisory practices, which are moving closer to
international standards but states that credit agencies need to be strengthened to improve the
quality of information about borrowers. Moody's predicts, however, that NPLs will not dramatically
increase owing to an improvement in both the management of the financial institutions and regu-
latory scrutiny, which is a positive sign for the strength of the banking system as a whole.

TECHNOLOGY IS LOWERING COSTS AND INCREASING FINANCIAL INCLUSION

A 2013 KPMG study on African banking finds that alternative banking channels are starting to
gain traction in many African markets and customers are increasingly demanding new products
and technologies from their banks'. The study finds that young professionals dominate the use
of ATMs and that Africans are early adopters to mobile money with 16% of adults in sub-Saharan
Africa having used a mobile phone in 2011 to pay bills or to send or receive money?. The World
Bank calculates that 12% of people without a formal account used mobile phones to conduct
financial transactions in 2011, which is the highest proportion of mobile money users in the world
and reflects the pace of financial innovation occurring in the region.

According to the Economist, bankers typically regard markets as being ripe for banking once GDP
per capita reaches USD 10,000%. ADC's active banking markets have a GDP per capita range of
between USD 640 — USD 7470 (see Economic and Demographic Metrics table) with a median
GDP per capita of USD 1,046. Technology, however is lowering that hurdle rate as the traditional
brick and mortar model is replaced by technological innovations such as mobile banking and pre-
paid cards.

With new, innovative technology taking off on the continent, banks are partnering with mobile
phone companies and developing new products to better suit the needs of the population while
simultaneously bypassing infrastructure weaknesses and saving money. A recent study of ban-
king channels finds that it is 10 times cheaper to serve a customer via mobile than an ATM and 45
times cheaper than a traditional branch structure®.

REGIONAL INTEGRATION DRIVING CONSOLIDATION

A characteristic of the African banking market is the emergence of increasingly pan-African ban-
king groups, which have been rapidly expanding across borders from some of the region’s largest
economies. According to the European Investment Bank, there are at least nine sub-Saharan-
domiciled financial groups that operate banks in seven or more sub-Saharan countries®.

ADC's main banking asset, BancABC, is becoming a larger player in the pan-African banking space
with operational entities in five sub-Saharan markets. At the end of September, the magazine
“The Africa Report” published the 2013 rankings for Africa’s top 200 banks based on total assets.
While the ranking continue to be dominated by South African banks, which occupy the top five
places on the list, pan-African players outside of South Africa are gaining ground.

KPMG, African Banking Industry Customer Satisfaction Survey, April 2013.

World Bank - Demirguc-Kunt, Klapper, Measuring Financial Inclusion, 2012.

The Economist. Banking in Africa: Continent of Dreams. March 2013.

KPMG, African Banking Industry Customer Satisfaction Survey, April 2013.

European Investment Bank, Banking in sub-Saharan Africa: Challenges and Opportunities, January 2013.
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Positive economic growth in sub-Saharan Africa combined with solid performance of ADC's ban-
king activities on the continent has led to favorable overall business performance for ADC in 2013
compared to that of 2012.

In early 2013, ADC further refined its strategy to focus exclusively on the rapidly expanding retail,
corporate and consumer banking operations on the continent and made the strategic decision to
streamline the Company's private equity portfolio in order to concentrate on implementing its pan-
African banking strategy. This strategic shift started in 2012 has begun to bear fruit, with the group
posting a pre-tax profit from continuing operations of EUR 19.3 million in 2013, primarily driven by
profits from the consolidation and at equity measurement of its banking operations and profit on
sale of its minority stake in Banco Nacional de Guinea Ecuatorial.

In July, the supervisory board approved a private placement of 10% of share capital, which was
subscribed at EUR 9.50 per share, raising EUR 8.2 million for ADC and securing operational finan-
cing through mid-2015.

In December, ADC made a mandatory offer to acquire the outstanding, issued ordinary shares of
BancABC not already owned by ADC, as required by the Botswana Stock Exchange (BSE) for any
shareholder owning more than 35% of a listed company in Botswana. The mandatory offer was
financed by ADC's largest shareholder Trafigura, and closed on 17 January 2014. The mandatory
offer increased ADC's voting control by 4.0% to 54.1%.

The following sections provide an overview of the overall business performance at each of ADC'’s
operational banking units, as well as for the investments in ADC's private equity portfolio.

ABC HOLDINGS LIMITED (BANCABC SUBGROUP)

BancABC achieved a profit after tax of BWP 174.4 million before consolidation into ADC for the
2013 financial year. This is an increase of 29% compared with BancABC’s 2012 result of BWP
135.2 million.

Total operating income excluding impairments for the year under review was BWP 2.6 billion
before consolidation at the BancABC subgroup level, up 35% from 2012. Total income on a stand-
alone basis includes net interest income after impairments of BWP 682.1 million and non-interest
income of BWP 692.1 million, up 28% and 25% respectively from yearend 2012. BancABC regis-
tered a net interest margin of 10.1% in 2013 on the back of high lending rates especially to the
retail sector.

Provisions for credit losses were BWP 328.0 million on a stand-alone basis, up 137% when com-
paring to the 2012 financial year. The ten largest impairment charges represent 82% of the total
impairment charges with two impairments in Tanzania representing almost a third of the total. As
a result, gross non-performing loans increased from 9.2% in December 2012 to 10.0% at the end
of December 2013.
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BancABC subgroup deliberately slowed its lending growth due to liquidity constraints; however,
all entities had significant growth in net interest income due largely to growth in balance sheet
sizes. BancABC Botswana, Zambia and Zimbabwe saw increases in high-yielding consumer loans
on payroll deduction schemes, while BancABC Tanzania faced challenges in growing the business
in the first half of the year due to depleted regulatory capital levels which placed the entity’s
capital adequacy ratio below the minimum required by regulation. The operating subsidiary was
re-capitalized in July 2013 and restructuring activities continue in order to position the entity to
make a positive contribution in 2014.

At the end of December 2013, net loans and advances were at BWP 10.6 billion on a stand-alone
basis, up 15% from December 2012. Total assets as at 31 December 2013 were up 18% on a
stand-alone basis at BWP 15.8 billion versus BWP 13.4 billion in 2012. Total deposits were up
14%, totaling BWP 12.2 billion; all BancABC operational countries except Zimbabwe increased
their deposit base compared to December 2012. Zimbabwe experienced a significant drop in
deposits prior to the Zimbabwe elections in July 2013, however the operational entity was rated
as the most customerfocused bank in a 2013 KPMG Banking Customer Satisfaction Survey' and
the decrease in deposits in Zimbabwe can be attributed to macro-level customer concern versus
dissatisfaction with the bank itself.

Group operational costs were 29% higher than 2012; however the cost-to-income ratio fell from
71% at the end of 2012 to 66 % for the same period in 2013 as total income excluding impairments
rose by 39% vyear over year. BancABC’s NAV per share of BWP 5.64 grew 15.5% versus yearend
2012, ending the year trading at a price-to-book ratio of 0.9.

Despite registering a substantially higher net profit yearoveryear, the bank’'s management under-
achieved its targets as a result of liquidity challenges limiting balance sheet growth, and substan-
tial individual impairments on large corporate accounts which adversely affected revenue growth
and impairment losses respectively.

BancABC's main areas of focus in the coming year will be to address liquidity challenges via vari-
ous fundraising and deposit mobilization efforts and to tighten management of the credit process
in order to mitigate and reduce non-performing loans and future impairment risks. Further to this,
management has targeted operating efficiency in order to further improve its cost-to-income ratio.

UNION BANK OF NIGERIA (UBN)?

UBN's transformation was a core part of the 2013 financial year, with multiple projects across
all areas of the bank’s business. Personnel restructuring was successfully executed, with an on-
going recruitment process to improve the average quality of personnel, while corporate and retail
divisions put significant efforts into their marketing, with targeted sales efforts and customized
products. The bank has invested significantly into technology and operations as well as risk ma-
nagement and financial control. The overall transformation aims to give the bank a competitive ad-
vantage in the Nigerian banking industry, enabling UBN to outperform its peers in an increasingly
hawkish regulatory environment.

The restructuring activities impacted UBN's performance in 2013, with group level profit before tax
(PBT) of NGN 3.8 billion, up 31% versus the 2012 financial year. PBT for the core bank, excluding

1 KPMG, African Banking Industry Customer Satisfaction Survey, April 2013.
2 Minor changes compared to status on 31 March 2014.

UBN UK and all non-banking operations, was NGN 4.2 billion, up 22% from prior year results.
UBN was exposed to developments in the Nigerian discount house sector in the second half of
the year, which contributed to an increase in the overall impairment charge of NGN 12.1 billion at
group level. The return on average equity (ROaE) in 2013 was 2.1% for group and 2.8% for the
core bank, versus 0.7% and 1.8% respectively from the previous year, reflecting the negative im-
pact of one-off restructuring costs and extraordinary provisioning due to the discount house crisis.

2013 was the first full year with UBN's new core executive management in place. The manage-
ment have been successful in making UBN a more stable and more customer-focused bank with
the underlying core business showing strong growth, particularly in the second half of the year.

Group net interest income at the end of 2013, totaled NGN 574 billion, a decline of 9% compared
with yearend 2012, while core bank net interest income of NGN 55.1 billion declined by 6%. The
reduction in net interest largely reflects declines in Nigerian treasury yields, since 65% of UBN's
interest earning assets at year end are held in either investment securities or interest earning
cash. Furthermore, interest from loans & advances was relatively inflated in 2012 due to accrued
interest on a large AMCON bond receivable which was repaid in 2013. Group and core bank
non-interest income increased to NGN 24.5 billion and NGN 24.2 billion respectively. Operating
expenses were down 18% at group level to NGN 60.0 billion (2012: NGN 73.0 billion) and down
20% at core bank level to NGN 56.7 billion (2012: NGN 70.9 billion) versus prior year figures, de-
spite including non-recurring expenses of NGN 7.8 billion related to staff restructuring, which is
expected to achieve annual savings of NGN 8.1 billion starting in 2014.

Total assets at year-end totaled NGN 1,002.8 billion at group level and NGN 882.1 billion at core
bank level, down 1.2% and 0.5% at group and bank level respectively.

Deposits decreased by 8% at group level, but remained stable at core bank level, ending the year
at NGN 480.0 billion. The cash reserve requirement (CRR) on public sector funds increased to
50% in 2013, and 75% in January 2014 and will likely increase further to 100% later in 2014; redu-
cing the banks yield on public sector deposits. In the first half of 2013, deposits decreased to NGN
456.9 billion, partly because of the loss of public sector deposits, The second half of 2013, how-
ever, saw deposits grow 5.0%, an annualized rate of 10.0%, which is the fastest deposit growth
rate since ADC invested at the beginning of 2012 reflecting the bank’s new marketing strategies to
convert dormant accounts into active accounts as well as enhancements to the branch network.

Net loans were up 43% to NGN 229.5 billion at group level compared to the 2012 financial year
and up 53% to NGN 210.1 billion at core bank level. 85% of the total credit growth since the be-
ginning of 2012 at core bank level occurred in the second half of 2013, which is largely attributable
to the growth in corporate accounts. The recently appointed Head of Corporate Banking is building
stronger relationships with blue chip corporates and reactivating dormant accounts.

Gross loan-to-deposit ratio was 48.1% at core bank level. Liquidity remains strong with room to
grow its loan book by a further 52% without raising more capital, or breaching the 80% regulatory
threshold for the loan-to-deposit ratio. UBN finished the year with a Capital Adequacy Ratio (CAR)
of 25.0%, well above the regulatory requirement of 15%.
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PRIVATE EQUITY INVESTMENTS

BANCO NACIONAL DE GUINEA ECUATORIAL (BANGE)

In May 2013, ADC exited its investment in BANGE after the opportunity to acquire a majority did
not materialize over the fouryear investment period. Negotiations successfully concluded with co-
shareholders of the bank who took over ADC's stake. Inclusive of dividend payments, a total gain
of EUR 6.6 million was realized, reflecting a gross IRR of 34% and a total value to paid in (TVPI)
multiple of 3.4x.

BRAINWORKS CAPITAL MANAGEMENT (BCM)

BCM made operational and financial gains in its private equity based business located in Zimbab-
we during 2013. The company entered the tourism sector during the year in review with an invest-
ment in African Sun Limited (46.9% stake) and Dawn Properties Limited (15.3% stake) together
with international co-investors. It's 29.4% investment in Ecobank turned a profit in 2013 while
majority-owned FML Qil Zimbabwe secured American co-investors and obtained exchange control
approval which will enable the company to ramp up its logistics operations to fuel companies in
2014. BCM's 45% equity investment in GetBucks Zimbabwe is on an upward trend with lucrative
profit projections by mid-2014.

BCM completed a pre-IPO private placement which, at final closing, in December 2013, raised a
total of USD 175 million at a price of USD 0.10 and comes prior to the completion of a planned
reverse takeover of a Toronto Stock Exchange Tier 2 listed company, which is set to be finalized in
Q2 2014. The capital increase diluted ADC's shareholding from 28.23% in 2012 to 18.09% at the
end of 2013.

In line with its strategy to pursue divestiture of non-core assets, on 31 December 2013, ADC and
BCM entered into a put / call agreement whereby ADC granted the founders of BCM a call option
to buy ADC's shares in BCM and ADC was granted a put option by BCM founders to sell ADC's
shares in BCM for the equivalent amount. The call and put options are valid until 30 June 2014.
BCM is classified as held for sale at year end 2013. Further information about the call and put op-
tions can be found in note 6.14 to the financial statements.

IVERI PAYMENT TECHNOLOGIES (IVERI)

ADC has a 49% shareholding in iVeri and a 25.1% shareholding in iVeri's subsidiary company
evriPay. iVeri provides best-of-breed eCommerce solutions for merchants in Africa and is used in
the following countries across the continent: South Africa, Namibia, Lesotho, Swaziland, Kenya,
Angola, Tanzania, Rwanda, Nigeria and Zimbabwe.

In late November 2012, iVeri launched mPress, a mobile Chip & PIN solution, which allows the
processing of major credit cards as well as local debit card schemes. mPress was deployed by
its first customer in February 2013, and was the first mobile point-of-sale (mPOS) deployment in
Africa. One year after the launch, iVeri's mPress is live, certified (Visa and MasterCard compliant)
and a leader in the field of e-payments.

iVeri's increasing array of products and services available to banks across Africa translated into
positive developments in 2013, resulting in a 26% increase in revenues, totaling ZAR 19.5 million

(EUR 1.7 million) in the year under review, compared to ZAR 15.5 million (EUR 1.4 million) in 2012.
PBT at iVeri more than tripled yearon-year, totaling ZAR 4.1 million (EUR 281.5k) compared to ZAR
905k (EUR 86k) in 2012. ADC has commenced activities in order to divest its stake in iVeri, and as
such is classified as available for sale at year end 2013.

RESOLUTION HEALTH EAST AFRICA LIMITED (RHEAL)

ADC owns a 38.74% stake in RHEAL, Kenya's first medical insurance provider under Kenya's
new insurance act. In January 2013, RHEAL received its new license from Kenya's Insurance
Regulatory Authority (IRA), which registers the company as a general insurer, licensed to provide
a range of medical and other general insurance products. RHEAL is now active under the Reso-
lution Insurance brand name, whose primary focus is the medical insurance business, with over
60,000 members in three countries in East Africa. In September 2013, the East African Johnnie
Wialker Blue Label CNBC Africa All Africa Business Leaders Awards named the founder and CEO
of REHAL, Peter Nduati, entrepreneur of the year for his innovative work in the field of medical
insurance provision in Africa.

Despite strengthening its network to over 750 medical service providers in East Africa (2012:
400+) and increasing its active members by 13%', RHEAL suffered a loss of KES 492.8 million
(EUR 4.1 million) despite a 21% growth in net premiums in 2013. RHEALS negative earnings are
partly due to the reorganization of the company to fulfill new licensing requirements for insurance
companies and partly due to RHEALSs expansion into Tanzania and Uganda with partnerships in
Sudan and the South Sudanese insurance sector.

RSWITCH

ADC's acquisition of RSwitch in June 2008 aimed to transform Rwanda’s beleaguered payments
switch into a modern e-payment system, delivering technological solutions to Rwandan banks and
to increase financial inclusion within the country while simultaneously complying with internatio-
nal standards to conduct and settle payments across systems.

RSwitch has made significant progress on enabling the e-payment sector to grow within the coun-
try over the last five years. At the end of 2008 there were less than 25 ATMs in Rwanda and a total
of 12,045 debit cards nationwide that collectively made 177503 ATM withdrawals at local ATMs.
At the end of 2013, the country had increased the number of ATMs to 326 with over 273,000 debit
cards, which made close to three million ATM withdrawals over the year on RSwitch's integrated
payments system.

RSwitch's local management, headed by Konde Bugingo, spearheaded RSwitch's turnaround and
successfully delivered the company's first profitable year in 2013, registering a profit before tax of
RWEF 161.2 million (EUR 169.1k). ADC is proud to have contributed to Rwanda'’s financial deepe-
ning and believes that the company has a prosperous future ahead.

In line with ADC's strategic shift to exit its investments in its private equity arm, ADC has received
an offer from an interested party for ADC's majority shareholding in RSwitch; due to its conso-
lidated status, it is now classified as an asset available for sale and shown under discontinued
operations in the consolidated income statement and balance sheet.

1 5% increase in Kenya and the balance are new customers in Tanzania and Uganda.
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DEVELOPMENT IN EARNINGS

GROUP

Net profit in the financial year was EUR 12.5 million, this is a significant improvement from the
2012 full year figure which was very much affected by exceptional factors. The development of
results in 2013 compared with the previous year is detailed in the following table. All comparisons
to 2012 reference re-stated figures'. With 2012 figures including only 5-months of consolidated
BancABC subgroup results, relevant comparisons to previous year income statement items re-
main limited:

AIN EUR

IN EUR MILLION 2012 MILLION

Operating Performance

Gross Operating income 159.5 53.8 105.7
Net interest income 82.7 27.6 55.1
Net fee and commission income 373 16.9 20.4
Net trading income 16.2 2.6 13.6
yjzgzatir:]rsoﬂgisgf())f?tnofrir:s:;:ial instruments designated at fair 39 (12.7) 15.9
Net income (loss) from equity method investments 14.5 (0.9) 15.4
Other non-interest income 5.6 20.3 (14.7)

Provisions for credit losses (24.9) (8.1) (16.8)

Operating Income 134.6 45.7 88.9

Operating Expenses (115.4) (57.2) (58.2)
Staff costs (44.0) (18.7) (25.3)
Administration expenses (35.5) (19.2) (16.3)
Depreciation & Amortization (17.3) (11.5) (5.8)
Other operating expenses (18.6) (7.8) (10.8)

Pre-tax profit (loss) 19.3 (15.9) 35.2

Profit from discontinued operations 0.2 (0.9) 1.1

Net profit (loss) 12.5 (18.9) 31.4

Ratios & Indicators

Return on average Equity 9.6% -16.6%

Return on average Assets 0.9% -2.5%

Cost-to-income ratio 72.3% 106.5%

Employees: 1,558 1,362 194

Attrition rate: 0.80% 0.75%

1 2012 accounts re-stated to align with BancABC subgroup's requirement to adopt IFRS 10, including consolidation of
ADC's stake in ADC Ventures previously accounted for as a derivative financial instrument, and application of the Invest-
ment Entity Approach to the accounts of UGPL taken into ADC group accounts at equity. Further details on re-statement
of 2012 figures available in Note 2.2 to the financial statements.

OPERATING INCOME During 2013, operating income amounted to EUR 134.6 million (2012: EUR
45.7 million). The increase was in significant part due to the integration of a full 12-months of ope-
rating results from BancABC subgroup compared with consolidation of only 5-months in 2012 as
well as operational growth at BancABC subgroup and increased gains recognized on associates.

Net Interest income reached EUR 82.6 million in 2013 compared with EUR 27.6 million in prior
year, indicating a yearoveryear growth of 25% excluding run rate effects (i.e. consolidation of 12
vs. 5 months results), and is related directly to underlying growth and improved of net interest
margin at BancABC subgroup.

Net fee and commission income of EUR 37.3 million (2012: EUR 16.9 million) and relates primarily
to fee income on loans and advances (EUR 15.2 million), fee income from trust and fiduciary acti-
vities (EUR 10.9 million), and fee income on available for sale securities (EUR 9.8 million).

Net trading income increased substantially to EUR 16.2 million in the financial year (2012: EUR 2.6
million) relating primarily to EUR 14.6 million in net trading gains on foreign exchange differences
realized at BancABC subgroup, EUR 3.6 million in gains on available for sale investments, and
losses on derivative financial instruments of EUR 2.1 million.

Net gains on financial instruments designated at fair value through profit or loss were EUR 3.2
million in 2013 (2012: loss of EUR 12.7 million). The gains in 2013 relate primarily to gains on sale
of ADC's 25% minority stake in BANGE in Equatorial Guinea for EUR 1.4 million. Furthermore, a
EUR 0.7 million gain was booked on its minority stake in Resolution Health, and a EUR 0.3 million
loss in Brainworks. The balance of EUR 1.4 million relates to movements in fair value investments
at BancABC subgroup, primarily driven by gains recorded in the various equity investments of its
Tanzanian subsidiary.

Net income from equity method investments increased to EUR 14.5 million in the financial year
(2012: EUR -0.9 million). The income relates to ADC's total 14.74% holdings in UGPL, and its un-
derlying valuation of its shareholding in Union Bank of Nigeria at 9.63 naira per share at year end
2013.

Other non-interest income was EUR 5.6 million (2012: EUR 20.3 million). Income relates to ren-
tal income, and miscellaneous other non-interest income at BancABC subgroup. The 2012 gains
included a one-time gain of EUR 17.1 million from the release of negative goodwill arising from
the first time consolidation of BancABC subgroup and intangible assets created through purchase
price allocation.

PROVISIONS FOR CREDIT LOSSES were EUR 24.9 million in 2013 (2012: EUR 8.1 million). The 2013
full year credit loss ratio was 2.8% compared with 1.8%"' as BancABC's standalone ratio in 2012.
Main contributor to credit loss provisions were corporate lending activities with the top 5 individu-
al impairments accounting for EUR 16.9 million or 68% of total losses in the year, and with the 5
largest exposures in Tanzania accounting for EUR 11.0 million or 44% of losses.

OPERATING EXPENSES In the financial year 2013, operating expenses increased by EUR 58.2 mil-
lion to EUR 115.4 million (2012: EUR 57.2 million), mainly due to the consolidation of a full year
of BancABC subgroup compared to 5 months in 2012. Compared to the previous year, staff ex-

1 Based on 2012 full year credit loss ratio from ABC Holdings 2012 Annual report.
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penses increased to EUR 44.0 million (2012: EUR 18.7 million), with underlying headcount growth
of 14.5% year-over-year, exclusively at BancABC subgroup.

Operating expenses further include EUR 17.3 million in depreciation and amortization including
EUR 174 million relating to BancABC subgroup, EUR 10.2 million in IT services expenses primarily
relating to operating and maintenance of BancABC's banking software programs, EUR 8.3 million
in rental expense mainly relating to BancABC's pan-African branch network, EUR 6.9 million in
commissions expenses relating primarily to BancABC's EasylLoan activities in Botswana, EUR 5.3
million in audit, legal and other professional fees and administrative services, EUR 4.9 million in
marketing expenses, EUR 3.6 million in travel expenses. The remaining EUR 14.9 million relate to
other operating and administrative costs and expenses.

Because of the reduction in costs at ADC holding level, and the consolidation of full-year re-
sults from BancABC, the cost-to-income ratio for ADC group was 72.3% in 2013, compared with
107.8% in 2012. This compares with an average cost-to-income ratio of 65.5% for all banks in
ADC's banking markets'.

PRE-TAX PROFIT (LOSS) The profit before tax amounted to EUR 19.3 million (2012: EUR -15.9 mil-
lion).

TAXES ON INCOME Expenses of EUR 11.5 million from current taxes (2012: EUR 4.6 million) and
income of EUR 4.6 million for deferred taxes (2012: EUR 2.5 million) combine to form a net tax
expense of EUR 6.9 million (2012: EUR 2.1 million). In 2013, current taxes relate primarily to in-
come taxes due from banking operations in Botswana, Zimbabwe and Zambia within BancABC
subgroup respectively.

PROFIT FROM DISCONTINUED OPERATIONS The activities of ADC's consolidated subsidiary
RSwitch, held for sale at year end 2013, contributed EUR 157k profit to ADC Group in the year
(2012: EUR -863k)

NET PROFIT (LOSS) The profit after tax of ADC Group amounted to EUR 12.5 million (2012: EUR
-18.9 million). Return on average equity amounted to 9.3% (2012: -16.6%) and return on average
assets t0 0.9% (2012: -2.5%).

1 ADC calculations from Bankscope, Bureau van Dijk Electronic Publishing GmbH, 2012 data, accessed on January 24,
2014, from yearend 2012 data.

SEGMENT REPORTING

BANKING OPERATIONS BANCABC
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A IN EUR
IN EUR MILLION 2012 MILLION
Operating Performance
Gross Operating income 151.4 57.7 93.7
Net interest income 91.4 31.7 59.7
Net fee and commission income 37.3 16.9 204
Net trading income 16.5 7.3 9.2
Other non-interest income 6.2 1.8 4.4
Provisions for credit losses (24.8) (8.1) (16.7)
Operating income 126.6 49.5 771
Operating expenses (107.2) (43.2) (64.0)
Pre-tax profit (loss) 19.4 6.3 13.1
Net profit (loss) 12.7 4.3 8.4
Ratios & Indicators
Net Interest Margin 10.6% 9.4%’
Cost-to-income ratio 70.8% 74.9%
Loan loss ratio 2.8% 1.8%?
Employees: 1,501 1,310 191
Branches: 733 61 12
ATMs: 74 62 12
Customers: 278,217 188,693 89,5624

The segment Banking Operations BancABC comprises the consolidated activities of BancABC
subgroup across its five operational countries. Relevant comparisons to previous year figures are
limited due to the first time integration of 12-months of subgroup financial data versus 5-months
in 2012.

The segment Banking Operations BancABC achieved a net profit of EUR 12.7 million 2013 (2012:
EUR 4.3 million). While the performance of the bank improved, the segment continues to ex
perience higherthan-budgeted impairments and tight liquidity, which affected the net result as
compared to forecasts. Despite Lower than forecast profits, net profit growth was substantial
year over year.

OPERATING INCOME During 2013, operating income amounted to EUR 126.6 million (2012: EUR
49.6 million).

1 For comparability purposes, 2012 net interest margin based on BancABC subgroup stand-alone figures.
2 For comparability purposes, 2012 loan loss ratio based on BancABC subgroup stand-alone figures.
3 Includes 4 Easy Centres located in Tanzania that target specifically to public sector employees.
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Net Interest income reached EUR 91.4 million in 2013 (2012: EUR 31.7 million) indicating a year-
overyear growth of 20.1% excluding run rate effects (i.e. consolidation of 12 vs. 5 months results),
and is related directly to underlying growth and a net interest margin of 10.6% in 2013 versus
9.3% stand-alone in 2012.

PROVISIONS FOR CREDIT LOSSES increased significantly, rising from EUR 8.1 million in 2012 to EUR
24.8 million at end of year 2013. The resulting loan loss ratio increased from 1.8% to 2.8%.

OPERATING EXPENSES increased by 3.4%, excluding run rate effects to EUR 1072 million, from
2012 but the cost-to-income ratio fell from 74.9% in 2012 to 70.8% in 2013 as income growth
outpaced expense growth.

NET PROFIT The profit after tax of the segment Banking Operations BancABC amounted to EUR
12.7 million (2012: EUR 4.3 million).

BANKING OPERATIONS UBN

AIN EUR
IN EUR MILLION 2012 MILLION

Operating Performance
Gross Operating income 9.6 (2.5) 12.1
Net interest income (expense) (5.3) (2.3) (3.0)
Net income from equity method investments 14.9 (0.5) 15.4
Other non-interest income 0.1 0.3 0.2
Provision for credit losses 0.0 0.0 0.0
Operating income 9.6 (2.5) 12.1
Operating expenses (0.4) (2.6) 2.2
Pre-tax profit (loss) 9.2 (5.1) 14.3
Net profit (loss) 9.2 (5.1) 14.3

Ratios & Indicators of the Underlying Asset’

Net Interest Margin: 9.4% 11.0%
Cost-to-income ratio: 71.5% 96.0%
Employees: 3,959 4,794

The segment Banking Operations UBN comprises ADC's at equity interest of 14.74% in UGPL,
the investor consortium holding a 61.39%?2 stake in Union Bank of Nigeria plc (UBN), including the
consolidation of both the previously consolidated vehicle ADC Enterprises; as well as its special
purpose vehicle ADC Ventures, previously accounted for as a derivative financial instrument®. ADC
Ventures is a non-recourse vehicle financed with USD 3 million by ADC, and a mezzanine loan fa-
cility of USD 41.3 million in order to increase ADC upside opportunity in the UBN asset. The ratios

1 UBN ratios added for informational purposes only and are presented and are based on audited accounts of Union Bank
of Nigeria plc ratios. They are not consolidated into ADC's financial accounts.

2 The consortium controls an additional stake of 3.6% in UBN, but is held outside UGPL resulting in a 65% controlling
stake of UGPL in UBN.

3 Accounting treatment of ADC Ventures changed due to ADC's early adoption of IFRS 10 in 2013.

and indicators are shown based on the underlying performance of UBN, which is taken into UGPL
accounts at fair value, and thus not on a consolidated basis of measurement.

In the year under review, the net profit of the segment of EUR 9.2 million was higher than the
corresponding previous year figure (2012: EUR -5.1 million) as a result of the underlying valuation
increase in UGPLs stake in UBN to the closing share price of 9.63 naira at year end.

OPERATING INCOME totalled EUR 9.6 million in 2013 (2012: EUR -2.5 million) owing to the under
lying revaluation of UBN to the closing share price at year end of 9.63 naira compared with 7.35
naira at year end 2012.

OPERATING EXPENSES were EUR -0.4 million in the year, significantly lower than prior year figures
(2012: EUR -2.6 million), which included the one-time costs relating to legal & other professional
advisory expenses and facilities arranging fees relating to the initial entry into the assets.

NET PROFIT (LOSS) The profit after tax of the segment Banking Operations UBN amounted to EUR
9.2 million (2012: EUR -5.1 million)
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PRIVATE EQUITY
A IN EUR
IN EUR MILLION 2012 MILLION
Operating Performance
Gross Operating income 5.2 (14.7) 19.9
Net interest income (0.0) (0.0) (0.0)
y;;gi:‘foﬂgiSnggtnof:ngsciaI instruments designated at fair 1.9 (13.2) 15.1
Other non-interest income 3.6 3.2 0.4
Provisions for credit losses (0.5) 0.0 (0.5)
Operating income 4.7 (14.7) 19.4
Operating expenses (4.2) (7.6) (3.4)
Pre-tax profit (loss) 0.4 (22.3) 22.7
Profit from discontinued operations 0.2 (0.9) 1.1
Net profit (loss) 0.4 (23.2) 23.6
Ratios
Gross IRR 13.5% 16.0%
Multiple 1.4x 1.3x

The segment Private Equity Activities comprises the activities relating to the holding of ADC's
private equity portfolio, including the consolidated results of Rwandan payment solutions provider
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RSwitch currently held as available for sale. In the year under review, the net loss of the segment
was EUR 136k from continuing operations, with a slightly positive result, when the net profits of
discontinued operations are included.

OPERATING INCOME The private equity segment had two primary income streams in the 2013
financial year underlying its operating income of EUR 4.7 million versus a loss of EUR 14.7 million
in 2012. Dividend payments from BancABC accounted for EUR 3.4 million in other non-interest
income, and net gains realized on the exit of ADC'’s investment in BANGE in the amount of EUR
1.4 million made up the majority of the difference. The overall performance of the private equity
segment as of 31 December 2013 is an IRR of 13.5% and a multiple of 1.4x.

OPERATING EXPENSES The segment significantly reduced its operating expenses in the financial
year to EUR 4.0 million (2012: EUR 7.6 million) largely due to reductions in administration fees and
other operating expenses.

NET PROFIT (LOSS) The profit after tax of the private equity segment amounted to EUR 27k (2012:
EUR -23.2 million) driven largely by dividends received from BancABC and net gains realized from
the sale of BANGE in the first half of the year.

SUPPORTING SERVICES
A IN EUR
IN EUR MILLION 2012 MILLION
Operating Performance
Gross operating income (2.8) (1.3) (2.4)
Net interest income (3.5) (1.8) (1.7)
Other non-interest income 0.7 0.4 0.3
Operating income (2.8) (1.3) (1.5)
Operating expenses (4.8) (4.6) (0.2)
Staff (0.8) (0.1) (0.7)
Professional services and consulting (1.5) (0.3) (1.2)
Accounting and audit (0.5) (0.7) 0.2
Other operating & administrative expenses (2.0) (3.6) 1.6
Net profit (loss) (77) (10.3) (2.7)
Ratios
Cost-to-income ratio’ 3.0% 8.4%

The segment Supporting Services comprise areas of activity such as identifying investment op-
portunities, monitoring the financial position and performances of Group companies and portfolio
companies, and providing them with professional support. In addition, we pursue strategic port-

1 Operating expenses of the segment in relation to overall group income.

folio structuring, coordinate active risk management, implement capital-raising measures, and
maintain relationships with investors. The segment is a cost center for the group.

OPERATING EXPENSES remained relatively stable at EUR 4.8 million versus EUR 4.6 million in 2012.
The cost of the supporting services segment in relation to overall group income decreased from
8.4% in 2012 to 3.0% in 2013 due to higher income at Group level and stable operating expenses
during the year.

NET PROFIT (LOSS) The loss after tax of the supporting services segment amounted to EUR 77

million (2012: EUR 5.9 million) driven largely by interest charges carried at holding level relating to
the 3-year bond with warrants, and the operating expenses described above.

CONSOLIDATION & ADJUSTMENTS
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A IN EUR
IN EUR MILLION 2012 MILLION
Operating Performance
Gross Operating income (3.9) 14.7 18.6
Net interest income 0.0 0.0 0.0
Net fee and commission income 0.0 0.0 0.0
Net trading income 0.0 0.0 0.0
Other non-interest income (3.9) 14.7 18.8
Provisions for credit losses 0.4 0.0 0.4
Operating expenses 1.3 0.8 0.5
Pre-tax profit (loss) (2.2) 15.4 17.6
Net profit (loss) (2.2) 15.4 17.6

In Consolidation & Adjustments, the sum of the segment results is reconciled with the consolida-
ted results. This column contains consolidation and adjustment entries which do not fall under the
scope of the various operating segments.

THE NET LOSS in Consolidation & Adjustments was EUR 2.4 million in 2013 (2012: profit of EUR
11.1 million) mainly relating to the elimination of intercompany dividends paid from BancABC sub-
group to ADC as well as elimination of intercompany operating expense recharges.
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DEVELOPMENT IN ASSETS

A IN EUR
IN EUR MILLION 31.12.2012 MILLION
Assets
Cash and short term funds 200.9 183.4 175
Other financial assets held for trading 104.5 99.8 4.6
Financial assets designated at fair value 1.4 10.7 0.8
Derivative Financial Instruments 2.6 3.3 (0.7)
Loans and advances 875.0 886.6 (11.6)
Investment securities 5.6 5.3 0.3
Other current assets 25.3 24.4 0.9
Investment in associates 72.3 74.9 (2.5)
Property, plant and equipment 62.8 64.9 (2.2)
Other intangible assets and goodwill 51.8 70.7 (18.9)
Deferred tax assets 9.3 8.7 0.7
Non-current assets and disposal groups held-for-sale 10.8 0 10.8
Total Assets 1,432.4 1,432.7 (0.3)

GENERAL DEVELOPMENT IN ASSETS The total assets of ADC Group amounted to EUR 1,432.3
million and were thus stable compared with the corresponding figure at the end of the previous
year (2012: EUR 1,432.7 million). While the balance sheet of BancABC subgroup increased by
18% in local currency, the depreciation of the BWP versus the EUR in the course of 2013 by 18%
counteracted this growth.

The group held EUR 200.9 million in cash and cash equivalents compared to EUR 183.4 million at
year-end 2012. Of this, EUR 191.0 million was held by BancABC subgroup and EUR 10.1 million by
ADC holding entities. Cash and equivalents increased EUR 9.5 million at BancABC subgroup, as
well as EUR 8.3 million at ADC holding level.

NET LOANS AND ADVANCES amounted to EUR 875.0 million at yearend 2013 compared to EUR
886.6 million as at December 31 2012, all relating to BancABC subgroup. While gross loans in-
creased by 18.0% in local currency to BWP 11,166 million and 0.3% in Euro to EUR 925.7 million
compared to year end 2012, increased balance sheet impairments resulted in an overall decline in
net loans and advances.

The major parts of the net loan book come from Botswana with EUR 290.3 million (2012: EUR
295.1 million) and Zimbabwe with EUR 282.2 million (2012: EUR 325.3 million). The loan book in
the other country subsidiaries amounts to EUR 1175 million in Zambia (2012: EUR 103.4 million),
EUR 122.0 million in Mozambique (2012: EUR 85.6 million) and EUR 62.5 million in Tanzania (2012:
EUR 73.6 million). Additionally EUR 0.4 million loans and advances are allocated to the holding
company (2012: EUR 3.6 million). Declining values of net loans and advances in Tanzania (-15%)
and Zimbabwe (-13%) tied largely to increases in impairments in the year, and currency translation
effects on a relatively stable loan book. The decline in Botswana's net loan book is tied to currency
translation effects.
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The net loan book by segment remained relatively stable vs. prior year and mainly comprises of
EUR 406.4 million in corporate lending (2012: EUR 450.1 million), EUR 381.9 million consumer
lending (2012: EUR 387.0 million), EUR 53.5 million in installment finance (2012: EUR 54.8 million),
EUR 28.8 million mortgage lending (2012: EUR 26.2 million) and EUR 4.5 million in commercial
and property finance (2012: EUR 5.3 million).

COMPOSITION OF NET LOAN BOOK BY MARKET SEGMENT (IN % OF TOTAL)
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Total impairments amount to EUR 573 million at yearend 2013 (2012: EUR 36.7 million), with
individual impairments of EUR 48.2 million increasing from 79% to 84% of total impairments and
collective impairments increasing to EUR 9.1 million. The main impairments stem from the corpo-

rate lending (EUR 44.9 million) and the consumer lending (EUR 9.8 million). AND LIABILITIES

INVESTMENTS IN ASSOCIATES were EUR 72.3 million at balance sheet date compared to EUR 74.9 IN EUR MILLION 31.12.2012 ﬁﬁ“ﬁgﬁ

million at yearend 2012. At year-end 2013, the position includes EUR 66.8 million relating to ADC's

investments in UGPL measured in accordance with the equity method. Furthermore, it includes Sl

EUR 4.4 million relating to ADC's investment in RHEAL (Kenya) which is measured at fair value Deposits 1,012.1 1,041.9 (29.8)

through profit and loss. The remaining EUR 1.1 million relate to investments in Lion of Tanzania and Derivative financial instruments 3.8 2.2 1.6

Credit Insurance of Zimbabwe jointly. All other investments in ADC's private equity portfolio are Creditors and accruals 54.0 36.2 177

held as available for sale at year end 2013. Current tax liabilities 11 20 (0.9)
. Deferred tax liability 12.2 15.9 (3.7)

NON-CURRENT ASSETS AND DISPOSAL GROUPS HELD FOR SALE were EUR 10.8 million at balance

sheet date (2012: EUR 0), and include ADC's fair value investments held in Brainworks (EUR 6.3 Borrowed funds 2263 1957 307

million), and iVeri and Evripay (EUR 1.1 million), as well as the consolidated assets of RSwitch (EUR Non-current liabilities and disposal groups held-for-sale 0.4 0 0.4

3.4 million). Total Liabilities 1,309.9 1,293.9 16.0

OTHER INTANGIBLE ASSETS AND GOODWILL ended the year with a balance of EUR 51.8 million

(2012: EUR 70.7 million). The change related primarily to amortization taken on intangible assets,

including currency translation effects on the intangible assets booked as part of the first time Liabilities

consolidation of BancABC subgroup.
Total Group liabilities as of 31 December 2013 amounted to EUR 1.3 billion, stable compared with
same date in the previous year. The stability in Euro basis was mainly attributable to a reduction in
deposits, compensated for by increased borrowed funds both at BancABC subgroup.

DEPOSITS at balance sheet date came in at EUR 1,012.1 million, a 2.9% decrease compared to
deposits of EUR 1,041.9 million at the end of 2012 in Euro terms, despite showing growth of 14%
in local currency basis (BWP). The major parts of the depositor base came from Botswana with
EUR 3775 million and Zimbabwe with EUR 238.8 million. The deposit base in the other country
subsidiaries amounts to EUR 192.5 million in Mozambique, EUR 107.6 million in Tanzania and EUR
95.7 million in Zambia. EUR 894.3 million are deposits from customers, while EUR 117.9 million
are deposits from banks. The high concentration of group deposits coming from Botswana and
Zimbabwe reduced slightly during the financial year, from 69% at yearend 2012 to 61% at year
end 2013.

The deposit base comprises of corporate customers (EUR 372.4 million), public sector (EUR 260.9
million), other financial institutions (EUR 137.3 million), retail customers (EUR 123.8 million), and
banks (EUR 117.9 million). The main part of the deposit base are term deposits (EUR 664.2 million),
while EUR 3479 million are payable on demand. The concentration of deposit base in corporate
and public sector deposits remained high at 63% in 2013, but reduced from 68% at yearend 2012.
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COMPOSITION OF DEPOSIT BASE BY MARKET SEGMENT (IN % OF TOTAL)
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As a result, the loan to deposit ratio stood at 86.4% at the end of 2013, compared to 57.8%" for
sub-Saharan African banks and 85.7% at yearend 2012.

BORROWED FUNDS amounted to EUR 226.3 million at yearend in comparison to EUR 195.7 million
at year-end 2012. The net increase of EUR 30.7 million in 2013 is driven largely by the addition new
credit facilities during the year at BancABC subgroup level. At ADC level, the short-term financing
of EUR 1.0 million that was drawn at year end 2012 from Trafigura relating to the buy-out of ADC'’s
general partner was paid back in May 2012.

1 ADC calculations from Bankscope, Bureau van Dijk Electronic Publishing GmbH, 2012 data, accessed on January 24,
2014, from yearend 2012 data.

Shareholders’ Equity

The equity attributable to shareholders has developed as follows:
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A IN EUR
IN EUR MILLION 31.12.2012 MILLION
Equity in accordance with IFRS
Share Capital 9.5 8.6 0.9
Capital Reserve 60.5 53.1 74
Other Reserves 3.1 8.2 (5.1)
Retained Earnings 3.8 (2.3) 6.1
Equity attributable to ordinary shareholders 76.9 67.7 9.2
Non-controlling interests 455 711 (25.6)
Total equity 122.4 138.8 (16.3)

Total equity amounted to EUR 122.4 million as of the reporting date (2012: EUR 138.8 million).
Share capital and capital reserves increased in total by EUR 8.2 million relating to the private
placement of shares in mid-2013 at EUR 9.50 per share through the issuance of 860,676 ordinary
shares. Other reserves reduced by EUR 5.1 million relating primarily to a reduction in foreign
currency translation reserves by EUR 4.7 million in the year. Non-controlling interests reduced
by EUR 25.6 million, primarily relating to a EUR 25.4 million liability taken at year end relating to
the maximum liability associated with the open mandatory offer (see Notes 6.13 and 6.15 to the
Financial Statements), which subsequently closed in January 2014 and was financed by ADC's
shareholder Trafigura.

Liquidity

PRINCIPLES AND OBJECTIVES OF LIQUIDITY AND FINANCIAL MANAGEMENT The primary objective
of financial and treasury management of ADC Group is to ensure liquidity of the operations at
all times while limiting interest expenses accruing to the Group. In addition, the financial ma-
nagement activities focus on establishing financing flexibility and aims to decrease the cost of
capital while securing adequate funding. The Group treasury office of ADC'’s subsidiary BancABC
is Johannesburg, South Africa ensures adequate financial management is in place for its licensed
banks in its five countries of operations. In the future ADC aims to use synergies between the
Group treasury office of BancABC and its head office in Germany; for example, by applying best
practices from BancABC's treasury management processes to the whole ADC Group and conver-
sely by providing BancABC with access to international capital markets and ADC's wide network
of banks and other financiers. Currently, there is no central treasury function established which
integrates BancABC. The management of financial risks is reported in the risk management sec-
tion in more detail. ADC is not currently hedging itself against fluctuations in exchange rates or
interest rates as these currency exposures are multi-year in nature with uncertain payback timeli-
nes related to investment exits.
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ADC is managing its cash reserves prudently, monitoring the outflows on a weekly basis with a
12-week rolling cash forecast as well as a diligent underlying cash budgeting process. ADC is cur
rently evaluating the right time to market for further capital raising which will be needed until the
second quarter of 2015 when the bond with warrants attached issued in June 2012 will mature.
ADC can increase its equity from authorized capital by the issue of up to 4,303,382 shares, if re-
quired. Management believes that existing key shareholders are supportive to the Group and sees
a good interest in the market from potential new shareholders to allocate funds to sub-Saharan
Africa.

As such, ADC is in a position to fund its operations although further expansion into additional
countries and expansion of operating subsidiaries in sub-Saharan Africa might require additional
financing. Management has so far not committed material financial resources to further invest-
ments.

Debt Facilities

Further to its equity capital, ADC has a listed EUR 40 million bond with warrants attached at an
interest rate of 6% with a term of 3 years (01 June 2012 until 31 May 2015). This is currently the
only debt facility of the company. In May 2013, the short-term loan facility agreement with Trafigu-
ra Holding Limited of EUR 4.3 million was repaid in full.

Off-balance sheet financial facilities

As of the balance sheet date, ADC has no off-balance sheet financial facilities such as Asset Ba-
cked Securities, or Factoring. Information regarding Operating Leases can be found in Note 10 to
the Financial Statements.

OVERALL FINANCIAL POSITION

ADC has achieved success with its transformation process and simplifying its corporate structure
to reduce costs and increase transparency as well as efficiency. ADC Group closed the financial
year 2013 with a net profit from continuing operations of EUR 12.3 million (2012 re-stated: EUR
-18.0 million), and thus returned to profitability after a loss-making year in 2012 associated with its
corporate transformation and one-time impacts. The 2013 result was in line with management ex-
pectations and exceeded target forecasts of a Group net profit of EUR 10 million for 2013. Return
on average equity after taxes equaled 9.6% compared to -16.6% in prior year re-stated figures.The
fact that ADC has been able to meet its objective in terms of net profit despite constrained growth
and high impairments at BancABC subgroup show that the refocused strategy on banking opera-
tions in SSA is beginning to bear fruit. The lack of growth in Euro terms in assets and liabilities is
mainly attributable to declining currency rates with the Botswana Pula during 2013 and underlying
liquidity constraints preventing more aggressive growth of the loan book.

SUPPLEMENTAL REPORT OF

PUST BALANCE SHEET EVENTS

Information regarding post balance sheet events can be found in Note 13 to the Financial State-
ments.

GROUP MANAGEMENT REPORT ADC ANNUAL REPORT 2013

55



—56%‘%

RISKAND OPPORTUNITIES REPORT

RISK MANAGEMENT SYSTEM

OBJECTIVES

ADC's activities expose it to a variety of financial risks and those activities involve the analysis,
evaluation, acceptance and management of a single risk or a combination of risks. Taking risk is
core to the financial business and operational risks are an inevitable consequence of being in
business. The ADC Group's aim is to achieve an appropriate balance between risk and return and
to minimize potential adverse effects on the Group's financial performance.

Most assets on ADC's Group balance sheet are assets from the banking operations in the Ban-
cABC subgroup, whereas the other ADC activities make up a smaller part of the asset base. As
such, the risk management system of BancABC subgroup is particularly highlighted alongside
ADC's Group Risk Management System (RMS) due to ADC's majority ownership of the subgroup
and the consolidation thereof.

ADC Group's risk management policies are designed to identify and analyze these risks, to set
appropriate risk limits and controls and to monitor the risks and adherence to limits by means of
reliable and up-to-date information systems. ADC regularly reviews its risk management policies
and systems to reflect changes in markets, products and emerging best practice.

BancABC subgroup carries out risk management across all its subsidiaries, under policies appro-
ved by their board of directors. BancABC's board approves overall risk management practices, as
well as policies covering specific areas, such as foreign exchange risk, credit risk, use of derivative
financial instruments and non-derivative financial instruments. In addition, internal audit imple-
mented on the BancABC subgroup level is responsible for the independent review of risk manage-
ment and the control environment. The most important types of risk are credit risk, liquidity risk,
market risk and operational risk. Market risk includes currency risk, interest rate and price risk.

ADC's RMS was developed to keep management and the supervisory board up-to-date about on-
going political, economic, financial, legal and operational risks across ADC's group and portfolio
companies as well as the wider market risks affecting sub-Saharan Africa. Management ensures
that risks are systematically identified, measured and managed using the RMS. The results of the
analysis influence the company’s strategic, financial and operational decision-making processes.

RISK MANAGEMENT

ADC strengthened its risk management structure in 2013 by expanding and strengthening its su-

pervisory and management boards and by formalizing a risk management governance framework
to reinforce the risks inherent in investing in the financial services sector in sub-Saharan Africa.
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ADC's Group management governance framework is outlined in the diagram below:

SUPERVISORY BOARD

Oversight of risk management

Nominations & Remunerations
committee of the
Supervisory Board

Audit & Risk committee of
the Supervisory Board

GROUP MANAGEMENT BOARD (VORSTAND)
Responsible for consolidated risk management across the Group

ADC RISK MANAGER
Responsible for assessing and calculating Group-wide risk

I
| |

Banking operations PE Portfolio Investments
—NMonthly financial reports —Monthly company reports incl.
—NMonthly risk reports risk analysis

Each of ADC's consolidated investments, particularly within the banking operations division is res-
ponsible for submitting monthly financial reports and individual risk reports to ADC'’s risk manager.
Furthermore, ADC's unconsolidated private equity investments provide monthly company reports
including a risk analysis. ADC's risk manager is responsible for assessing and calculating operatio-
nal risk and the wider market risks for ADC Group, based on inputs received from its investments
and further analysis relating to ADC entities specifically. A monthly ADC risk report and a summary
of BancABC's monthly risk report, as the only material consolidated banking subgroup, are disse-
minated to ADC’s management board on a monthly basis. ADC management provides a quarterly
report to the supervisory board and to the risk and audit committee with an action plan as to how
risks are being managed and mitigated.

ADC's management board is responsible for risk management across the Group and the following
supervisory board sub-committees oversee ADC's risk management framework:

— Audit and Risk Committee — overall responsibility for risk management activities of ADC inclu-
sive of operational risk, regulatory risk, financial and accounting risk; and

— Nominations and Remunerations Committee — responsible for personnel risk, including suc-
cession planning and incentivization of management and the supervisory board.
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BancABC Risk Management

ADC'’s majority control and consolidation of BancABC exposes ADC Group to BancABC's opera-
tional risks to a substantial degree. The board of directors of BancABC recognizes that effective
risk management is fundamental to the sustainability of its business and has created a strong risk
management culture within BancABC subgroup. Internal audit is additionally responsible for the
independent review of risk management and the control environment. Nevertheless, in the course
of conducting business, BancABC subgroup is exposed to various risks inherent in providing finan-
cial services.

BancABC's risk management governance framework is outlined in the diagram below:

BOARD OF DIRECTORS

Ultimately responsible for risk management

SPECIALISED COMMITTEES OF THE BOARD
Responsible for enterprise-wide risk management

Loans Review Audit and Risk
Committee Management Committee

GROUP EXECUTIVE COMMITTEE
Responsible for overseeing day-to-day risk
management across the Group

®

Group ALCO Group Credi Group ORCO
ALCO Operational Risk || Credit Group Head
—Interest rate —Technology —Credit —Internal Audit
—Liquidity —CQOperational
—Market —Compliance
—Currency —Legal
—Capital —Regulatory

adequacy —Reputational

BancABC's subgroup risk management unit is responsible for maintaining a culture of risk awa-
reness. Each business unit is responsible for managing its own risks, but the group risk manage-
ment unit independently monitors, manages and reports on all risks facing BancABC subgroup, as
mandated by the board of directors. BancABC regularly reports to the executive committee and to
the risk and audit committee to provide the board of directors with assurance that risks are being
identified, managed and controlled appropriately. The executive manager of the risk management
unit reports to the CEO of BancABC.

The following sub-committees, comprising of executives and senior management, are responsible
for dealing with the risks affecting the BancABC subgroup in a structured manner:

— Credit Committee (“CREDCQ") — responsible for credit appraisal;

— Asset and Liability Committee ("ALCO") — responsible for interest rate, market, liquidity, coun-
terparty, currency and capital adequacy risk; and

— Operational Risk Committee ("ORCQ") —responsible for technology, compliance, legal, human
resources, reputational, operational and regulatory risk

The board of directors reviews a risk report by each subsidiary or business unit as well as a detailed
risk report provided by BancABC risk management. The risk report presents a balanced assess-
ment of significant risks and the effectiveness of risk management procedures, and management
actions in mitigating those risks.

RISK QUANTIFICATION AND MEASUREMENT

Both ADC and BancABC utilize a stress-testing framework for assessing the impact of various
shocks on earnings and capital. The stress testing tool covers sensitivity analysis with respect to
credit, liquidity and foreign currency risks at the BancABC subgroup and foreign exchange and
asset value stress testing on a monthly basis at the ADC Group level. The results of the stress
tests are particularly important for assessing the likely impact of various shocks. Contingent mea-
sures can then be designed and put in place in preparation of a case where the stress scenarios
crystalize.
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ADC's Risk Quantification and Measurement

ADC'’s monthly risk report utilizes a risk matrix, which categorizes each risk according to its poten-
tial impact and likelihood of occurrence, in order to classify the risks between low and extreme.

Each risk is calculated and classified according to the matrix below by ADC's risk manager who
oversees the development of all portfolio companies.

going concern
at risk - -
critical -

=
o .
8 sensible
=
low
immaterial
very unlikely medium high very
unlikely high
<5% 5-25% 25-50% 50-80% 80-100%

- extreme risk; risk responses urgently needed
high risk; risk responses needed
medium risk; risk responses to check and verify

low risk; no risk responses required

The method of calculating the likelihood and impact of each risk is outlined as follows:

OPERATIONAL RISK: ADC's private equity investments provide monthly company reports (MCRs)
including monthly financials and risk assessments to ADC. ADC's risk manager assesses the per
formance of each investment and provides the ADC management board with an overview of the
key risks associated with each investment based on the above classification.

MARKET RISK: MCRs and subsidiary risk reports include up-to-date assessments of country spe-
cific risk factors as assessed by staff on-the-ground in the individual entities. ADC's head office
monitors the macroeconomic and political developments of each portfolio company on a regular
basis and weekly developments within active ADC banking markets are amalgamated by the head
office in Germany and distributed to staff. ADC's risk manager does a desk review of all available
information and classifies country risk based on a summary revision of all information provided.

FOREIGN EXCHANGE RISK: ADC calculates its foreign exchange risk monthly based on fluctuations
over a 12-month period to monitor possible losses on its exposure to foreign currency, based on
its portfolio of investments which includes the following currencies: United States Dollars (USD),
Botswana Pula (BWP), Kenyan Shilling (KES), Rwandan Franc (RWF) South African Rand (ZAR)
and Nigerian Naira (NGN). ADC's risk exposure to foreign exchange fluctuations is calculated and
classified as follows:

1. Low Risk: period fluctuation of between 0-5%
2. Medium Risk: period fluctuation of between 5-10%
3. High Risk: period fluctuation > 10%

LIQUIDITY RISK: ADC'’s risk position is impacted by its ability to meet its financial obligations.
Further to the annual budgeting and forecasting process, single entity directors provide weekly
12-week rolling cash forecasting to the CFO, which is then monitored on a consolidated basis and
reported to the rest of the management board. ADC's liquidity risk is assessed as per the ability of
ADC to meet both its short- and mid-term liabilities.

ADC's overall risk is assessed internally by staff and management and reviewed by the supervi-
sory board within the audit and risk committee, including the action plans to mitigate particularly
the risks deemed high or extreme. The nominations and remunerations committee reviews risks
relating to personnel.

BancABC Risk Quantification and Measurement

BancABC's monthly risk report amalgamates a risk report from each subsidiary operation. The sub-
group uses a combination of a risk matrix (risks are ranked from minor to extreme and is similar to
ADC's risk matrix above) and stress tests to calculate the Value-at-Risk (VaR) for each type of risk.
VaR is a technique to measure and quantify the level of financial risk within the bank’s portfolio
over a specific timeframe. The calculated VaR is used in conjunction with the probability of the
amount of that loss as defined in the risk matrix to control the level of risk that the bank is willing
to undertake.

BancABC subgroup is in the process of implementing a methodology to calculate economic capital
(EC) for each risk type during the 2014 financial year. Currently, ADC uses BancABC subgroup’s
results from their stress tests to calculate VaR for each of the following risk types:

1. Credit Risk — for each subsidiary, perform a stress test to determine
the Value-at-Risk (VaR) for all of the following:

— Correction for underprovisioning
— Special mention migration (50%)
— Class migration (50-25-15)

— Top exposure migration to NPL

The sum of the above calculations is used to compute the total VaR for credit risk at BancABC
subgroup.
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2. Market Risk — ADC uses the following methodology to calculate the
VaR for BancABC market risk:

— Foreign exchange: for each subsidiary, perform a stress test to
determine the Value-at-Risk (VaR) for a foreign exchange depre-
ciation of 20% and then compute the total VaR for the BancABC
subgroup. Currencies included in BancABC's analysis include:
Euro, USD, Botswana Pula, South African Rand, Tanzanian Shilling,
Zambian Kwacha, Mozambique New Metical, Japanese Yen and a
small percentage of other currencies.

— Market movement: for each subsidiary, perform a stress test to
determine the VaR for an increase in IRR by 1% and 5% and then
compute the total VaR for BancABC subgroup

3. Liquidity Risk — for each subsidiary, perform a stress test to determi-
ne the VaR for the stressed liquidity position and then compute the
total VaR for BancABC subgroup

RISK PREVENTION

ADC actively monitors Group-wide risk via the risk management framework and proactively mana-
ges each identified risk, reporting on progress at least each month to the management board and
quarterly to the supervisory board.

BancABC completed the new Enterprise Risk Management (ERM) framework, with a target rollout
before the end of 2014. The BancABC subgroup also developed an Economic Capital Framework
which started in mid-2013 with further implementation planned throughout 2014. The Internal Ca-
pital Adequacy Assessment Process (ICAAP) will cover Economic Capital (EC) for Credit and Trans-
lation Risk, Operational Risk, Market Risk (Trading), Interest Rate Risk (Banking Book), Business
Risk and Other Risk types. The framework will cover aspects of risk-based capital measurement
and allocation. The major objective of moving towards EC is that value creation can be embedded
in the pricing of transactions taking into account the level of risk the subgroup is exposed to as
measured by BancABC internal risk models.

INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM FOR THE CONSOLIDATED FINANCIAL REPORTING PROCESS

ADC is responsible for establishing, applying and maintaining an adequate internal control system
for its accounting process and that of its consolidated subsidiaries. It is intended to provide reaso-
nable assurances that the composition of the consolidated financial statements are in accordance
with International Financial Reporting Standards (IFRS) as adopted in the EU and that the external
financial reporting is reliable.

The main risk in the financial reporting process is that ADC's group and portfolio companies’
financial statements may be subject to intentional or unintentional errors that do not provide a
true and fair view of their assets, liabilities and overall financial position or that the publication of
the results may be delayed, which would subsequently impact the asset, financial and earnings
position of the Company. Deviations are considered significant if they could, individually or collec-

tively influence the decisions on the basis of the economic decisions of the users of the financial
statements. To counter this risk, ADC applies a four-eye principle for the preparation of financial
statements and accounting. In addition, professional, licensed service providers and professio-
nally certified staff members in Mauritius and Germany, which are subject to strict controls, are
responsible for the Company's accounting during the consolidation process of the Mauritian and
German holding entities.

ADC's internal control system has been established for a pan-African banking group and concen-
trates on the following main aspects:

1. The application of a single set of group accounting policies. Further
more, all consolidated ADC Group companies report in a standardized
structure to ensure effective consolidation on a monthly basis.

2. The organization and control of finance and accounting: Further to
the dedicated accounting teams in each of the BancABC subgroup’s
subsidiaries, ADC utilizes licensed service providers and certified
professionals for execution of its bookkeeping activities and support
on preparation of statutory accounts and tax filings in Mauritius and
Germany. These resources work under the direct supervision of ADC
finance managers and the CFO who ensure compliance with Group
rules, procedures and policies.

3. Principles of separation of functions between departments: The
control system defines which tasks are fulfilled by which resources
within the ADC Group.

4. Assignment of tasks in the preparation of financial statements: The
control system defines who is responsible to report which input, in
which form, and to which deadline.

5. Access rules in the computer system: Four eyes principles and other
access rules such as password composition and administrator func-
tions are defined.

6. ADC's Audit and Risk Committee supports ADC's supervisory board
in overseeing accounting and financial reporting and compliance with
legal regulations and risk management and ensures that appropriate
internal control structures are in place. The Audit and Risk Committee
further oversees the implementation of board decisions and the work
of the auditors.

7. Functions related to accounting, which are carried out by Internal
Audit: The Internal Audit function is currently operational on the
BancABC subgroup level. Internal Audit plays a key role in maintaining
and improving the internal control environment within the BancABC
subgroup. BancABC's Head of Internal Audit reports directly to the
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BancABC Risk and Audit Committee of the Board. The primary func-
tion of internal audit is to give objective assurance to the BancABC
Board that adequate management processes are in place to identify
and monitor risks, and that effective internal controls are in place

to manage those risks. The Internal Audit independently audits and
evaluates the effectiveness of the BancABC subgroup's risk manage-
ment, internal controls and governance processes. Internal audit ope-
rates under terms of reference approved by the BancABC Risk and
Audit Committee. The terms of reference define the role and objec-
tives, authority and responsibility of the audit function. The reporting
structures ensure that the BancABC Internal Auditor has unrestricted
access to the Chairman of the Risk and Audit Committee of BancABC
and the subgroup CEO of BancABC. At the outset of each financial
year, BancABC Internal Audit carries out a risk assessment for all
business units and subsidiaries. A comprehensive audit plan for the
year that identifies specific areas of focus is then derived from this as-
sessment. The audit plan is reviewed regularly and any changes must
be approved by the BancABC Risk and Audit Committee. The areas of
focus are confirmed with executive management before being sub-
mitted to the BancABC Risk and Audit Committee for approval.

RISK CAPITAL MANAGEMENT

MANAGEMENT OF REGULATORY CAPITAL ADEQUACY

Capital adequacy ratios are a measure of the amount of a bank'’s core capital expressed as a per
centage of its risk-weighted assets. The percent threshold varies from country to country in sub-
Saharan Africa, but a common requirement for regulators conforming to Basel Accords is 10%.

For ADC group, regulatory capital requirements are currently those applied to the subsidiaries
of BancABC subgroup as ADC's only fully consolidated banking investment, and are defined by
the regulatory minimum ratios in each of BancABC's licensed banking countries. BancABC is
responsible for risk and capital management and for complying with capital adequacy across the
subgroup. Internal targets of regulatory capital ratios are set at least 2% above the minimum re-
gulatory requirements as buffers in all subsidiaries.

BancABC's objectives when managing its capital are:

— to comply with the capital requirements set by the regulators of the
banking markets where the entities within the subgroup operate;

— to safeguard the subgroup’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.

Capital adequacy and the use of regulatory capital are monitored daily by the subgroup’s manage-
ment, employing techniques based on the guidelines developed by the Basel Committee and the
relevant Central Bank Authorities. The required information is filed with authorities on a monthly
basis. The subgroup’s policy is to maintain a strong capital base so as to maintain investor, creditor
and market confidence and to sustain future developments of the business.

The BancABC board of directors reviews the subgroup’s policies in respect to capital management
and allocation regularly. There have been no material changes to the subgroup’s management of
capital during the year.

At 31 December 2013 all regulated banking operations complied with all externally imposed capi-
tal requirements. The minimum ratio of regulatory capital to risk-weighted assets for all BancABC
subsidiary countries are as follows: Botswana (15%), Mozambique (8%), Zambia (10%), Tanzania
(12%), Zimbabwe (12%).

In 2013, risk-weighted assets rose by 15% from BWP 11.3 billion in December 2012 to BWP 13.0
billion, largely by an increase in loans and advances (BWP 1.5 billion, 64% of the increase). The
unimpaired capital, increased from BWP 1.2 billion in December 2012 to BWP 1.5 billion in Decem-
ber 2013 (25% increase) due to increases in share capital and premium and capital reserves and
retained earnings.

The subgroup’s risk-weighted assets were concentrated in the following subsidiaries: Botswana
(29%), Mozambique (12%), Tanzania (8%), Zambia (11%), Zimbabwe (34%) and ABCH and other
(7%).

Accordingly, the subgroup’s capital regulatory capital was calculated as at 31 December 2013 on
the basis of the financial statements of the banking subsidiaries and amounted to BWP 1,450
million vs. BWP 1,156 million at year end 2012. BancABC improved its capital adequacy ratio as a
subgroup from 10% at yearend 2012 to 11% in FY 2013, meeting current Basel standards. ADC
monitors the regulatory capital and capital adequacy calculations of BancABC subgroup in BWP
currency, as this is the reporting currency of the subgroup, and translations to Euro may lead to
incorrect conclusions regarding the development of the figures for regulatory purposes.
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IN BWPk 31.12.2012
Tier 1 capital 1,449,556 1,137,044
Tier 2 capital - 19,040
Total Capital 1,449,556 1,156,084
Total Risk Weighted Assets 13,016,498 11,299,752
Capital Adequacy ratio 1% 10%
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RISK POSITION

The capital adequacy ratios in all BancABC operational countries are above minimum levels and
the overall risk position was rated low as at 31 December 2013.

CREDIT RISK

DEFINITION

Credit risk is the risk that a borrower will default on any type of debt by failing to make payments.
The loss may be complete or partial. Country risk is an element of credit risk relating to the risk
of default by a borrower abroad resulting from interruptions to the international payment transfer
system in the borrower’s country of residence (transfer risk). Country risk also refers to the risk
that governments are unable or only partially able to meet their contractual obligations.

BancABC takes on exposure to credit risk, which is the risk that a counterparty will cause a
financial loss for the subgroup by failing to discharge an obligation. Significant changes in the
economy, or in the health of a particular segment that represents a concentration in BancABC's
portfolio could result in losses that are different from those provided for at the balance sheet date.
Country (or sovereign) risk is part of overall credit risk and is managed as part of the credit risk.
Credit exposures arise principally in loans and advances, debt securities and other bills. There is
also credit risk in off-balance sheet financial arrangements such as loan commitments. Credit risk
is the single largest risk for the BancABC subgroup’s business.

BANCABC SUBGROUP RISK STRATEGY

Independent credit risk committees in each of BancABC's operating countries are responsible for
managing, measuring and mitigating credit risk. The BancABC Board has defined and documented
a credit policy for BancABC subgroup, which forms the basis of credit decisions. This policy inclu-
des a framework of limits and delegation of credit approval authority, which are strictly adhered to.
No one individual has the power to authorize credit exposures. Each subsidiary has a credit com-
mittee, which operates within the defined limits set by the BancABC Board. These committees
are responsible for the management of credit risk within their country including credit decisions,
processes, legal and documentation risk and compliance with impairment policies.

BANCABC RISK REPORTING

Credit risk management is overseen by the CREDCO, a management committee that reports to
the Board Credit Committee. There is a high level of executive management involved in the credit
decision-making team, which includes: BancABC's Chief Executive Officer, Chief Operating Of-
ficer, Chief Financial Officer, Chief Risk Officer, Chief Credit Officer and the managing director of
BancABC Zimbabwe.

The BancABC Executive Committee reports to the BancABC Board and is responsible for approval
of credit decisions that are above country limits, recommendations on exposure limits and impair

ment policies. There is also a Board Credit Committee on BancABC level that approves any loans
above the limit to be approved by the BancABC Executive Committee.

BANCABC RISK LIMIT CONTROL AND MITIGATION POLICIES

BancABC manages, limits and controls concentrations of credit risk in respect of individual coun-
terparties and groups, and to industries and countries. The subgroup structures the levels of credit
risk it undertakes by placing limits on the amount of risk accepted in relation to one borrower, or
groups of borrowers, and to geographical and industry segments. Such risks are monitored on a
revolving basis and subject to an annual or more frequent review, when considered necessary.
Limits on the level of credit risk by product, industry sector and by country are approved by the
BancABC board of directors, and reviewed regularly. Exposure to credit risk is also managed
through regular analysis of the ability of borrowers and potential borrowers to meet interest and
capital repayment obligations and by changing these lending limits where appropriate. Some other
specific control and mitigation measures are outlined below.

1. Collateral

BancABC employs a range of policies and practices to mitigate credit risk. The most traditional
of these is the taking of security for funds advanced, which is common practice. The BancABC
subgroup implements guidelines on the acceptability of specific classes of collateral for credit risk
mitigation. The principal collateral types for loans and advances are:
— cash collateral;
— charges over assets financed,
— mortgages over residential and commercial properties;
— charges over business assets such as premises, inventory and ac-
counts receivable;
— charges over financial instruments such as debt securities and equi-
ties.

Loans and advances to corporates are generally secured. In addition, in order to minimize credit
loss, the subgroup will seek additional collateral from the counterparty as soon as impairment
indicators are noticed for the relevant individual loans and advances. Collateral held as security
for financial assets other than loans and advances is determined by the nature of the instrument.
Debt securities, treasury and other eligible bills are generally unsecured, with the exception of
asset-backed securities and similar instruments, which are secured by portfolios of financial ins-
truments.

2. Master netting arrangements

BancABC further restricts its exposure to credit losses by entering into master netting arrange-
ments with counterparties with which it undertakes a significant volume of transactions. Master
netting arrangements do not generally result in an offset of balance sheet assets and liabilities, as
transactions are usually settled on a gross basis. However, the credit risk associated with favora-
ble contracts is reduced by a master netting arrangement to the extent that if a default occurs, all
amounts with the counterparty are terminated and settled on a net basis. BancABC's overall expo-
sure to credit risk on derivative instruments subject to master netting arrangements can change
substantially within a short period, as it is affected by each transaction subject to the arrangement.
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3. Credit-related commitments

The primary purpose of these instruments is to ensure that funds are available to a customer as
required. Guarantees and standby letters of credit carry the same credit risk as loans. Documen-
tary and commercial letters of credit - which are written undertakings by the subgroup on behalf
of a customer authorizing a third party to draw drafts on the subgroup up to a stipulated amount
under specific terms and conditions - are collateralized by the underlying shipments of goods to
which they relate and therefore carry less risk than a direct loan.

Commitments to extend credit represent unused portions of authorizations to extend credit in
the form of loans, guarantees or letters of credit. With respect to credit risk on commitments to
extend credit, BancABC is potentially exposed to a loss in an amount equal to the total unused
commitments. However, the likely amount of loss is less than the total unused commitments, as
most commitments to extend credit are contingent upon customers maintaining specific credit
standards. BancABC monitors the term to maturity of credit commitments because longerterm
commitments generally have a greater degree of credit risk than shorterterm commitments.

4. Derivatives

The BancABC subgroup maintains strict control limits on net open derivative positions (that is, the
difference between purchase and sale contracts) by both amount and term. The amount subject
to credit risk is limited to expected future net cash inflows of instruments, which in relation to
derivatives are only a fraction of the contract, or notional values used to express the volume of
instruments outstanding. This credit risk exposure is managed as part of the overall lending limits
with customers, together with potential exposures from market movements. Collateral or other
security is not always obtained for credit risk exposures on these instruments, except where the
subgroup requires margin deposits from counterparties.

BANCABC RISK MANAGEMENT

In measuring credit risk of loans and advances to customers and to banks at a counterparty level,
the subgroup considers three components: the probability of default by the client or counterparty
on its contractual obligations; the current exposures to the counterparty and its likely future deve-
lopment; and the likely recovery on the defaulted obligations.

These credit risk measurements, which reflect expected loss, are embedded in the BancABC
subgroup’s daily operational management. The operational measurements are contrasted with
impairment allowances required under IAS 39, which are based on losses that have been incurred
at the balance sheet date.

The BancABC subgroup assesses the probability of default of individual counterparties using in-
ternal rating tools tailored to the various categories of counterparties. They have been developed
internally and combine statistical analysis for certain categories, as well as credit officer judgment.
Clients of BancABC are segmented into five rating classes. The subgroup’s rating scale, which is
shown below, reflects the range of default probabilities defined for each rating class. This means
that, in principle, exposures migrate between classes as the assessment of their probability of
default changes. The rating tools are kept under review and upgraded as necessary. The BancABC

subgroup regularly validates the performance of the rating and their predictive power with regard
to default events.

BancABCY internal rating scale
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CATEGORY DESCRIPTION PROVISIONING

Performing The credit appears satisfactory

The credit appears satisfactory but exhibits potential or inherence weaknesses
which, if not attended to, may weaken the asset or prospects of collection in
full e.g. full documentation or 30 days but less than 90 days in arrears

Special men-
tion

The credit has defined weaknesses that may jeopardize liquidation of the
Sub-standard debit i.e. the paying capacity of the borrower is in doubtful or inadequate, or
more than 90 days but less than 180 days in arrears

Credit facilities with above weaknesses and has deteriorated further to the
Doubtful extent that even with the existing security, full recovery will not be possible,
or 180 days but less than 12 months in arrears

Facilities considered impossible to collect with little or no realizable security,

Loss .
or more than 12 months in arrears

BANCABC IMPAIRMENT POLICIES

The impairments at the end of FY 2013 are derived from each of the five internal rating grades,
adjusted for the provisions required by IFRS under IAS 39. The internal rating tool assists manage-
ment to determine whether objective evidence of impairment exists 