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Fox Street 7 (RF) Limited
Directors' responsibility statement
The directors are responsible for the preparation and fair presentation of the annual financial statements of Fox Street 7
(RF) Limited, comprising the statement of financial position at 31 March 2021, and the statements of comprehensive
income, changes in equity and cash flows for the period then ended, and the notes to the financial statements which
include a summary of significant accounting policies and other explanatory notes, in accordance with International
Financial Reporting Standards and the requirements of the Companies Act of South Africa. In addition, the directors are
responsible for preparing the Directors' Report.
The directors are also responsible for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error, and for
maintaining adequate accounting records and an effective system of risk management.
The auditor is responsible for the reporting on whether the annual financial statements are fairly presented in accordance
with the applicable financial reporting framework.
Approval of annual financial statements
The annual financial statements of Fox Street 7 (RF) Ltd, as identified in the first paragraph, were approved by the board
of directors on 29 July 2021 and signed on their behalf by:

____________________________
Director

____________________________
Director

Name: KW van Staden

Name: HS Tradonsky

Declaration by the Company Secretary
In terms of section 88(2)(e) of the South African Companies Act No 71 of 2008, as amended ("the Act"), I hereby certify
that, to the best of my knowledge and belief, the Company has lodged with the Companies and Intellectual Property
Commission, for the period ended 31 March 2021, all such returns as are required in terms of the Act and that all such
returns are true, correct and up to date.

Company Secretary
Name: PC Le Roux
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Fox Street 7 (RF) Limited
Directors' report

for the year ended 31 March 2021
The directors have pleasure in submitting their report on the activities of the company for the period 01 April 2020 to 31
March 2021.
Nature of business
To acquire the rights, title and interest in and to residential home loans using a securitisation structure, with funds being
raised via the issue of debt instruments which are unlisted, and to manage the assets so acquired. These assets provide the
security for the debt instruments.
Operating results and financial position
The results of the Company's operations and cash flows for the period, and its financial position at 31 March 2021, are set
out in the annual financial statements and require no further comment.
Share capital
Details of authorised and issued share capital are disclosed in note 6 to the financial statements.
Directorate
The directors of the Company at the date of this report are P Madala, GT Sayers, H Tradonsky and KW van Staden.
Interest of the director and officers
The directors and officers have no interests in the Company.
Dividends
No dividends were declared or paid during the current and priors periods.
Going concern
Fox Street 7 (RF) Limited has been set up as an insolvency remote special purpose vehicle. Secured creditors have agreed
to certain subordination, non-petition, and enforcement clauses. Please refer to note 21 for further detail. Interest is
accrued on the subordinated credit enhancement loan but limited in terms of (1) the transaction documents and the
insolvency remote legal set-up and (2) the available cash in accordance with the Priority of Payments. In the event that
there is insufficient cash available for the payment of any unpaid claims/liabilities at the end of the company's life, the
unpaid portions are forfeited by those secured creditors. Any losses do not therefore amount to an act of insolvency.
Furthermore, in accordance with the transaction documents, when all assets have been expunged, all secured creditors
will waive their claims against the Company. Because of this legal set-up, the Company's outgoing cash flows are limited
to both its assets and the yield on these assets and it therefore continues to operate as a going concern.
Events after the reporting date
No material events have occurred between 31 March 2021 and the date of this report with the exception of the Covid-19
implications as stated in the Going Concerns statement in Note 21.
Auditor
KPMG Inc is the appointed auditor in accordance with section 90 of the Companies Act of South Africa.

_________________________

_________________________

Authorised Director

Authorised Director
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Fox Street 7 (RF) Limited
Audit Committee Report
Members of the Audit Committee
The members of the Audit Committee ("the committee") are all independent non-executive directors and comprises:
PM Madala
GT Sayers
KW Van Staden
The chairman of the Board, serves on the Audit Committee, but another independent non-executive director acts as chairman thereof. Given that
the Company is a special purpose vehicle incorporated as an Issuer in a securitisation scheme (as regulatory defined), the afore-going is
considered acceptable and reasonable.
The Audit Committee is satisfied that the members thereof have the required knowledge and experience as set out in Section 94(5) of the
Companies Act No. 71 of 2008 as amended and Regulation 42 of the Companies Regulation, 2011.
Meetings held by the Audit Committee
The Audit Committee performs the duties laid upon it by Section 94(7) of the Companies Act No. 71 of 2008 as amended, by holding meetings
with the key role players on a regular basis and by the unrestricted access granted to the external auditors. The committee has met on the
following dates during the year:

Date
29 June 2020
23 February 2021

Attendees
PM Madala
GT Sayers
KW van Staden
PM Madala
GT Sayers
KW van Staden

Expertise and experience of the finance function
The servicing, accounting and administration of the Company’s assets are performed and prepared by Investec Bank Limited (jointly hereinafter
“Management”). The Internal Audit function does not directly report to the audit committee, but highlights any matters relevant to the
Company’s annual financial statements via the Servicer and the Administrator to the Audit Committee.
The on-going secretarial administration of the Company’s statutory records is done by Investec Group Data Proprietary Limited.
Independence of the external auditor
The Company’s auditor is KPMG Inc.
The Audit Committee satisfied itself, through enquiry, that the external auditor is independent as defined by the Companies Act No. 71 of 2008
as amended and as per the standards stipulated by the auditing profession. Requisite assurance was sought and provided in terms of the
Companies Act No. 71 of 2008 as amended that internal governance processes within the firm support and demonstrate the claim to
independence.
The Audit Committee, in consultation with the Servicer and the Administrator, agreed to the terms of the external auditor's engagement. The
audit fee for the external audit has been considered and approved taking into consideration such factors as parallel interaction with the Servicer,
timing of the audit, the extent of the work required and the scope.
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Fox Street 7 (RF) Limited
Audit Committee Report
Discharge of responsibilities
The Audit Committee is satisfied that, in respect of the financial year under review, it has discharged its duties and responsibilities in accordance
with its terms of reference and in terms of the Companies Act No. 71 of 2008 as amended. The Board concurred with the assessment.

The Audit Committee performed the following activities during the year under review:
●
●
●
●

Approved the contents of the Audit Committee’s terms of reference approval
Approved the external auditor's fees for the 2021 audit;
Approved any other services provided by the auditors and
Considered the independence and objectivity of the external auditor.

Annual Financial Statements
Following the review by the committee of the annual financial statements of Fox Street 7 (RF) Limited for the year ended 31 March 2021 and
based on the information provided to it, the committee considers that, in all material respects, the Company complies with the provisions of the
Companies Act No 71 of 2008, as amended, International Financial Reporting Standards, and that the accounting policies applied are
appropriate.
The committee concurs with the Board of Directors and management that the adoption of the going-concern status in preparation of the annual
financial statements is appropriate.
The committee recommended the Company’s 2021 annual financial statements for approval by the Board on 29 June 2021.

On behalf of the Audit Committee:

Chairman: Audit Committee
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KPMG Inc
KPMG Crescent
85 Empire Road, Parktown, 2193,
Private Bag 9, Parkview, 2122, South Africa
Telephone +27 (0)11 647 7111
Fax
+27 (0)11 647 8000
Docex
472 Johannesburg
Web
http://www.kpmg.co.za
Independent Auditor’s Report
To the shareholder of Fox Street 7 (RF) Limited
Report on the audit of the financial statements
Opinion
We have audited the financial statements of Fox Street 7 (RF) Limited (the Company) set out on pages 10
to 34, which comprise the statement of financial position as at 31 March 2021, and the statement of
comprehensive income, the statement of changes in equity and the statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting policies.
In our opinion, the financial statements present fairly, in all material respects, the financial position of Fox
Street 7 (RF) Limited as at 31 March 2021, and its financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards and the requirements of the
Companies Act of South Africa.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in accordance with
the Independent Regulatory Board for Auditors’ Code of Professional Conduct for Registered Auditors
(IRBA Code) and other independence requirements applicable to performing audits of financial
statements in South Africa. We have fulfilled our other ethical responsibilities in accordance with the IRBA
Code and in accordance with other ethical requirements applicable to performing audits in South Africa.
The IRBA Code is consistent with the corresponding sections of the International Ethics Standards Board
for Accountants’ International Code of Ethics for Professional Accountants (including International
Independence Standards). We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period.
We have determined that there are no key audit matters to communicate in our report.

Chairman:
Nkuhlu
Chief Executive:
Directors:
website

KPMG Incorporated, a South African company with registration number
1999/021543/21 and a member firm of the KPMG global organisation of
independent member firms affiliated with KPMG International Limited, a
private English company limited by guarantee.
KPMG Incorporated is a Registered Auditor, in public practice, in terms of
the Auditing Profession Act 26 of 2005.
Document classification: KPMG Confidential
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Prof W
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The company's principal place of
business is at KPMG Crescent,
85 Empire Road, Parktown.

Other information
The directors are responsible for the other information. The other information comprises the information
included in the document titled "Fox Street 7 (RF) Limited Annual Financial Statements for the year ended
31 March 2021", which includes the Directors’ Report, the Audit Committee Report and the Declaration
by the Company Secretary as required by the Companies Act of South Africa. The other information does
not include the financial statements and our auditor’s report thereon.
Our opinion on the financial statements does not cover the other information and we do not express an
audit opinion or any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements
The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and the requirements of the Companies Act
of South Africa, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.
In preparing the financial statements, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

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


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



Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company's internal control.
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Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.



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



Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.
We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.
We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate
threats or safeguards applied.
From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements
In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, we
report that KPMG Inc. has been the auditor of Fox Street 7 (RF) Limited for two years.

KPMG Inc.

Per TA Middlemiss
Chartered Accountant (SA)
Registered Auditor
Director
30 July 2021
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Fox Street 7 (RF) Limited
Statement of Comprehensive Income

for the year ended 31 March 2021

Notes

2021
R

2020
R

Interest income

11

74,137,256

40,035,743

Other interest income

11

1,501,476

648,240

Interest expense
Net interest income

12

(68,159,081)
7,479,651

(35,378,745)
5,305,238

140,813

14,444

Other income
Expected credit loss impairment charge

2

357,020

(1,874,726)

Other operating expenses

13

(2,133,362)

(427,249)

5,844,122

3,017,707

(1,636,353)

(844,958)

4,207,769

2,172,749

(7,399,267)
(1,501,476)
(8,900,743)

6,015,100
(648,240)
5,366,860

(4,692,974)

7,539,609

Profit before taxation
Taxation

14

Profit for the year
Other comprehensive income
Items that are or may be reclassified subsequently to profit or loss
Cash flow hedges- effective portion of changes in fair value
4
Cash flow hedges- reclassified to profit or loss
11

Total comprehensive income for the year
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Fox Street 7 (RF) Limited
Statement of Financial Position
for the year ended 31 March 2021
Notes
Assets
Cash and cash equivalents
Trade and other receivables
Derivative financial instruments
Intercompany receivable
Deferred tax asset

3
4
2
5

Total assets

2021

2020

R

R

110,108,970
957,638,397
982,633

145,069,571
343,632
7,453,972
1,113,325,467
-

1,068,730,000

1,266,192,642

Equity and liabilities
Equity
Share capital
Retained earnings
Cash flow hedge reserve
Preference share capital

Liabilities
Trade and other payables
Taxation payable
Accrued interest payable
Deferred income
Derivative financial instruments
Residential mortgaged backed securities
Credit enhancement loan
Deferred tax liability

4,933,848
100
6,380,518
(1,446,771)
1

6

6

1,063,796,152
764,751
12,641
6,082,544
585,160
2,009,404
874,720,533
179,621,119

10
9
4
7
8

-

5

Total equity and liabilities

1,068,730,000

11

7,539,710
100
2,172,749
5,366,860
1

1,258,652,932
374,897
145,079
16,257,501
570,251
1,060,000,000
179,621,119
1,684,085
1,266,192,642

Fox Street 7 (RF) Limited
Statement of Changes in Equity

for the year ended 31 March 2021

Note

Ordinary
share capital
R

Issue of share capital
Total comprehensive income for the period
- Profit for the year
- Change in fair value of financial instrument
- Cash flow hedges- reclassified to profit or loss

Cash flow
hedge reserve

Total

R

R

R

R

1

-

-

100

Issue of share capital
Total comprehensive income for the period
- Profit for the year
- Change in fair value of financial instrument
- Cash flow hedges- reclassified to profit or loss
- PY CF Hedge Reserve Deffered Tax
Balance at 31 March 2021

Retained
earnings

100

4

Balance at 31 March 2020

Preference
share capital

4

1
-

-

-

100

1

2,172,749

-

2,172,749

-

4,207,769

-

6,380,518
6,380,518

12

-

101

6,015,100
(648,240)

2 172 749
6 015 100
( 648 240)

5,366,860

7,539,710

-

-

-

(7,399,267)
(1,501,476)
2,087,112
(1,446,771)

4 207 769
(7 399 267)
(1 501 476)
2,087,112
4,933,848

Fox Street 7 (RF) Limited
Statement of Cash Flows

for the year ended 31 March 2021

Notes

Cash flows from operating activities

2021

2020

R

R

5,844,122

3,017,707

Profit before taxation
Adjusted for:
Taxation paid
Expected credit loss impairment charge
Changes in working capital:
Decrease/(increase) in trade and other receivables
(Decrease)/increase in accrued interest payable
Increase in deferred income
Increase in trade and other payables

(1,785,764)
(357,020)

(1,102,906)
1,874,726

343,632
(10,174,957)
14,909
389,854

(343,632)
16,257,501
570,251
374,897

Net cash (outflow)/inflow from operating activities

(5,725,224)

20,648,544

Mortgage loans settled/(acquired)

156,044,090

(1,115,200,193)

Net cash inflow/(outflow) from investing activities

156,044,090

(1,115,200,193)

(185,279,467)
-

1,060,000,000
101
179,621,119

(185,279,467)

1,239,621,220

Net increase in cash and cash equivalents for the period

(34,960,601)

145,069,571

Cash and cash equivalents at beginning of the period

145,069,571

Cash flows from financing activities
Purchase of residential mortgages backed securities
Proceeds from issue of share capital
Capital redemption of residential mortgage backed securities
Credit enhancement loan acquired

8

Net cash (outflow)/inflow from financing activities

Cash and cash equivalents at end of the period

3

13

110,108,970

145,069,571

Fox Street 7 (RF) Limited
Notes to the financial statements
for the year ended 31 March 2021
1.

Significant accounting policies

1.1

Reporting entity
Fox Street 7 (RF) Limited (the ‘Company’) is domiciled in South Africa. The Company’s registered office is at 100
Grayston Drive, Sandown, Sandton, 2196. These financial statements comprise the Company's annual financial
statements. The Company is primarily involved in the acquiring the right, title and interest in and to residential
homeloan assets with funds raised directly or indirectly by issue of debt instruments, and to manage the assets so
acquired.

1.2

Basis of preparation
The company’s financial statements are prepared in accordance with IFRS as issued by the IASB, its interpretations
adopted by the IASB, the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee,
Financial Pronouncements as issued by Financial Reporting Standards Council, the JSE Debt Listings Requirements,
and the South African Companies Act.
The financial statements have been prepared in accordance with the going concern principle under the historical cost
basis, except for the revaluation of financial instruments, classified as instruments at amortised cost and instruments
held at fair value. The financial statements are presented in South African Rand, which is the Company's functional
currency.

1.3

Use of estimates and judgement
The preparation of the financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses and the classification of financial instruments. Actual results may differ from these
estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised and in any future periods affected.
Key areas in which judgement is applied include:
The determination of impairments against assets that are carried at amortised cost involves the assessment of future
cash flows which is judgmental in nature.
The fair value movements of the Swap are determined by assessment of future cash flows which is judgmental in
nature.
Further information in relation to this can be found in Note 20.

1.4

Financial assets and financial liabilities

1.4.1

Recognition
Financial assets and financial liabilities are recognised on the statement of financial position when the Company
becomes a party to the contractual provisions of the instrument.
A financial asset or financial liability is measured initially at fair value plus, for items not at fair value through profit
or loss, transaction costs that are directly attributable to its acquisition or issue.
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Fox Street 7 (RF) Limited
Notes to the financial statements
for the period ended 31 March 2021 (continued)
1.

Significant accounting policies (continued)

1.4.2

Measurement
Financial instruments are initially measured at fair value plus, in the case of a financial instrument not at fair value
through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial
instrument. Subsequent to initial recognition, these instruments are measured as set out below:
Receivables
Loans and advances are measured at amortised cost using the effective interest method.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, petty cash and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes
in value. Cash and cash equivalents are carried at amortised cost in the statement of financial position, which
approximates fair value.
Derivative financial instruments
Derivative financial instruments are recognised on the statement of financial position at fair value. Change to fair
value movements are subsequently recognised in profit or loss unless hedge accounting is being applied.
Residential mortgage backed securities
These financial liabilities are carried at amortised cost.

1.4.3

Classification
The Company classifies its financial assets into one of the following categories:
● loans and receivables;
● at fair value through profit or loss, and within this category as:
- held for trading; or
- those designated to the category at inception.
The Company classifies its financial liabilities as measured at amortised cost or fair value through profit or loss.

1.4.4

Derecognition
Financial instruments qualify for derecognition if they meet the derecognition criteria set out in IFS 9 Financial
Instruments: Recognition and Measurement.
The Company derecognises a financial asset when, and only when:
● The contractual rights to the cash flows arising from the financial asset have expired or have been forfeited by the
Company; or
● It transfers the financial asset including substantially all of the risks and rewards of ownership of the asset; or
It transfers the financial asset, neither retaining nor transferring substantially all of the risks and rewards of
ownership of the asset, but no longer retains control of the asset.
A financial liability is de-recognised when, and only when, the liability is extinguished, that is, when the obligation
specified in the contract is discharged, cancelled or has expired.
The difference between the carrying amount of a financial liability or financial asset (or part there-of) extinguished or
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities
assumed, is recognised in the profit or loss.
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Fox Street 7 (RF) Limited
Notes to the financial statements

for the period ended 31 March 2021 (continued)
1.

Significant accounting policies (continued)

1.4.5

Offsetting
Financial assets and liabilities are offset when there is both an intention to settle on a net basis (or simultaneously)
and a currently enforceable legal right to offset exists.

1.4.6

Amortised cost measurement
The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial
liability is measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation
using the effective interest method of any difference between the initial amount recognised and the maturity amount,
minus any reduction for impairment.
A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at
FVTPL:
● the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and
● the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI.

1.4.7

Fair value measurement
IFRS 13 Fair value measurement, defines fair value as being a market-based measurement and sets out in a single
IFRS a framework for the measurement of fair value.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date in the principal or, in its absence, the most advantageous
market to which the Company has access at that date. The fair value of a liability reflects its non-performance risk.

Fair value measurements for financial assets and financial liabilities are categorised into different levels in the fair
value hierarchy based on the inputs to the valuation technique used. The different levels are identified as follows:
Level 1 – quoted (unadjusted) prices in active markets for identical assets or liabilities
Level 2 – inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices)
Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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Fox Street 7 (RF) Limited
Notes to the financial statements
for the period ended 31 March 2021 (continued)
1.

Significant accounting policies (continued)

1.4.8

Identification and measurement of impairment
At each reporting date, each financial asset or portfolio of advances categorised at amortised cost or at fair value
through other comprehensive income, issued financial guarantee and loan commitment is measured for ECL
impairment. Loss allowances are forward-looking, based on 12-month expected credit losses where there has not
been a significant increase in credit risk rating, otherwise allowances are based on lifetime expected credit losses.
Expected credit losses are a probability-weighted estimate of credit losses. The probability is determined by the risk
of default which is applied to the cash flow estimates. On a significant increase in credit risk, credit losses are
rebased from 12-month to lifetime expectations. A change in credit risk is typically but not necessarily associated
with a change in the expected cash flows.
The costs of loss allowances on assets held at amortised cost are presented as impairments in the income statement.
Allowances in respect of financial guarantees and loan commitments are presented as other liabilities and charges
recorded within income statement impairments. Financial assets held at amortised cost are presented net of
allowances except where the asset has been wholly or partially written off.
In assessing collective impairment, the Company uses statistical modelling of historical trends of the probability of
default, the timing of recoveries and the amount of loss incurred, and makes an adjustment if current economic and
credit conditions are such that the actual losses are likely to be greater or lesser than is suggested by historical trends.
Default rates, loss rates and the expected timing of future recoveries are regularly benchmarked against actual
outcomes to ensure that they remain appropriate.
Impairment losses on assets measured at amortised cost are calculated as the difference between the carrying amount
and the present value of estimated future cash flows discounted at the asset's original effective interest rate.
Impairment losses are recognised in profit or loss and any subsequent decrease in the impairment loss is reversed
through profit or loss.

The determination of ECL against assets that are carried at amortised cost and ECL relating to debt instruments at
fair value through other comprehensive income (FVOCI) involves a high degree of uncertainty as it involves using
assumptions that are highly subjective and sensitive to risk factors. The most significant judgments relate to defining
what is considered to be a significant increase in credit risk; determining the probability of default (PD), exposure at
default (EAD) and loss given default (LGD) and future cash flows; incorporating information about forecast
economic conditions and the weightings to be applied to economic scenarios.
1.5

Non-derivative financial liabilities
All financial liabilities, other than those at fair value through profit or loss, are classified as non-trading financial
liabilities. Non-trading financial liabilities, which include residential mortgage backed securities and trade and other
payables, are measured at amortised cost using the effective interest method.
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1.

Significant accounting policies (continued)

1.6

Hedge accounting
The company applies cash flow hedge accounting when the transactions meet the specified hedge accounting criteria.
To qualify for hedge accounting treatment, the company ensures that all of the following conditions are met:
● At inception of the hedge, the company formally documents the relationship between the hedging instrument(s)
and hedged item(s) including the risk management objectives and the strategy in undertaking the hedge transaction.
Also, at the inception of the hedged relationship, a formal assessment is undertaken to ensure that the hedging
instrument is expected to be highly effective in offsetting the designated risk in the hedged item. A hedge is expected
to be highly effective if the changes in cash flows attributable to the hedged risk during the period for which the
hedge is designated are expected to offset in a range of 80% to 125%.
● For cash flow hedges, a forecast transaction that is the subject of the hedge must be highly probable and
must present an exposure to variations in cash flows that could ultimately affect profit or loss.
● The effectiveness of the hedge can be reliably measured, i.e. the fair value or cash flows of the hedged item that
are attributable to the hedged risk and the fair value of the hedging instrument can be reliably measured.
● The hedge effectiveness is assessed on an ongoing basis and determined actually to have been highly effective
throughout the financial reporting period for which the hedge was designated.
For qualifying cash flow hedges in respect of financial assets and liabilities, the change in fair value of the hedging
instrument, which represents an effective hedge, is initially recognised in other comprehensive income in the cash
flow hedge reserve and is released to profit or loss in the same period during which the relevant financial asset or
liability affects profit or loss. Any ineffective portion of the hedge is immediately recognised in profit or loss.

Hedge accounting is discontinued when it is determined that the instrument ceases to be highly effective as a hedge;
when the derivative expires, or is sold, terminated or exercised; when the hedged item matures or is sold or repaid;
when a forecast transaction is no longer deemed highly probable or when the designation as a hedge is revoked.

1.7

Intercompany receivable (loans and advances)
Loans and advances are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market and that the Company does not intend to sell immediately or in the near term.
Loans and advances include intercompany receivables (residential mortgage advances) and trade and other
receivables.
Loans and advances are initially measured at fair value plus incremental direct transaction costs, and subsequently
measured at their amortised cost using the effective interest method.

1.8

Revenue
Revenue is measured at the fair value of the consideration received and represents amounts receivable for interest
and fees earned.
Interest income
Interest income from loans and receivables is recognised on a time proportion basis, which takes into account the
effective yield on the asset.
Other fee income
Fee income is recognised on the accrual basis when the service is rendered.
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1.

Significant accounting policies (continued)

1.9

Taxation
Taxation expense comprises current and deferred tax. Income tax expense is recognised in the statement of
comprehensive income except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.
Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the asset can be utilised.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities
against current tax assets, and they relate to income taxes levied by the same tax authority on the same taxable entity
or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets
and liabilities will be realised simultaneously.

1.10

Standards and interpretations issued but not yet effective
The following new and amended standards, which have been issued but are not yet effective, are not expected to
have a material impact on the company’s financial statements.
The company intends to comply with these standards from the effective dates.
● Interest Rate Benchmark Reform – Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)
● Annual Improvements to IFRS Standards 2018-2020
● Classification of liabilities as current or non-current (Amendments to IAS 1)
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2.

Intercompany receivable
During the prefunding period of 29 November 2019 to 29 May 2020, Investec Bank Limited (IBL) sold a portion of its residential mortgage assets to Fox
Street 7 (RF) Limited (Fox Street 7), of which a few loans are still in the process of being transferred. However, since IBL is also the provider of the
subordinated loan, the substance of the transaction was that the accounting derecognition criteria to transfer the significant risks and rewards of ownership
were not met. Thus an intercompany receivable is recognised for the consideration paid for these assets to IBL. The cash flows arising from these assets are
directly attributable to the residential mortgages and thus the following disclosure is appropriate and useful to the users of these financial statements as the
carrying amount of the receivable will fluctuate in line with the residential mortgage balances.
2021
R

2020
R

Loans and receivables ceded to Fox Street 7
Gross amount outstanding
General allowance for expected credit loss

959,156,103
(1,517,706)

1,115,200,193
(1,874,726)

957,638,397

1,113,325,467

39,452,080
37,829,334
71,054,672
396,758,250
414,061,767
959,156,103

39,153,121
37,778,510
71,624,534
420,984,784
545,659,244
1,115,200,193

1,874,726
(357,020)

1,874,726

1,517,706

1,874,726

110,108,869
101
110,108,970

145,069,470
101
145,069,571

Maturity analysis
One month to three months
Three months to six months
Six months to one year
One year to five years
Greater than five years
Reconciliation of allowances for impairment
Opening balance
Charged to the statement of comprehensive income

3.

Cash and cash equivalents
Cash and cash equivalents consist of:
Current account - Investec Bank Limited
Petty cash

Interest on the current account is earned at the 3 month JIBAR rate which is reset every quarter.
4.

Derivative financial instruments
Fox Street 7 (RF) Limited has entered into a JIBAR for prime swap with IBL to mitigate the interest rate risk resulting from the mismatch of interest rates on
the prime rate linked loans and advances and the JIBAR linked notes payable. The notional value of the interest rate swap is R 991 685 621 (2020: R1 173
416 031). The swap is effective in the current year.

5.

Statement of financial position
Fair value of swap

(2,009,404)

7,453,972

Statement of comprehensive income
Cash flow hedges- effective portion of changes in fair value
Cash flow hedges- reclassified to profit or loss
Other comprehensive income

(7 399 267)
(1,501,476)
(8,900,743)

6 015 100
(648,240)
5,366,860

256,155
163,845
562,633
982,633

243,357
159,670
(2,087,112)
(1,684,085)

(1,684,085)
12,798
4,175

243,357
159,670

2,649,745
982,633

(2,087,112)
(1,684,085)

Deferred tax asset/(liability)
The deferred tax balance arises due to temporary differences associated with:
Expected credit loss
Deferred income
Derivative Financial Instruments
Deferred tax asset/ (liability)
Reconciliation of deferred tax balance
Opening balance
Expected credit loss
Deferred income
Recognised in OCI
Derivative financial instruments
Closing balance
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6.

2021
R

Share capital

2020
R

Ordinary share capital
Authorised
1 000 ordinary shares at R1 each
Issued
100 ordinary share at R1

1 000

1 000

100

100

1

1

All of the issued shares are held by Fox Street 7 Owner Trust.
Preference share capital
Authorised
100 cumulative redeemable preference shares (no par value)
Issued
1 preference share at no par value
The unissued shares are under the control of the Directors until the next annual general meeting and are fully paid up.
7.

Residential mortgage backed securities
Class A1 Notes

Class A2 Notes

Class A3 Notes

Class B Notes

Total

R

R

R

R

R

2021
Balance at the beginning
of the period

-

-

-

-

-

Notes issued to Investors

200,000,000

400,000,000

400,000,000

60,000,000

1,060,000,000

Redemption of notes
Balance of notes
outstanding at end of the
year

185,279,467

-

-

-

185,279,467

14,720,533

400,000,000

400,000,000

60,000,000

874,720,533

Balance at the beginning
of the period

-

-

-

-

-

Notes issued to Investors

200,000,000

400,000,000

400,000,000

60,000,000

1,060,000,000

Redemption of notes
Balance of notes
outstanding at end of the
year

-

-

-

-

-

200,000,000

400,000,000

400,000,000

60,000,000

1,060,000,000

2020

The residential mortgage backed securities are measured at amortised cost. The notes bear interest at the 3 Month JIBAR rate plus the spread as determined
in the Applicable Pricing Supplement for each class and tranche of notes. For as long as the notes are in issue, interest on the floating rate notes is payable
quarterly in arrears on the 20th of February, May, August and November. The interest rate, charge and accrued balance per tranche of notes was as follows:

2021
Class A1
Class A2
Class A3
Class B1

2020
Class A1
Class A2
Class A3
Class B1

Spread over 3
Month Jibar
85 bps
113 bps
130 bps
135 bps

Spread over 3
Month Jibar
85 bps
113 bps
130 bps
135 bps

21

Interest expense
R
6,118,919
20,878,071
21,558,071
3,263,712
51,818,773

Interest expense
R
5,132,093
10,644,679
10,875,693
1,641,546
28,294,011

Accrued interest
R
68,842
1,987,244
2,058,038
311,830
4,425,954

Accrued interest
R
1,662,466
3,450,740
3,527,123
532,438
9,172,767
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2021
R
8.

Credit Enhancement Loan

179,621,119

2020
R
179,621,119

Fox Street 7 (RF) Limited entered into an agreement with Investec Balance Sheet Funding (IBSF), whereby IBSF would provide the credit enhancement to
the residential mortgage backed security notes issues. The loan bears interest at 3m Jibar (in line with the notes) plus 5% and is payable quarterly to extent
that there is available funds. All unpaid interest is rolled forward to the following quarterly payment date. The final legal maturity of the credit enhancement
is 20 May 2049.
The principal amount of R179 621 119 credit enhancement was advanced by Investec Private Bank on 29 November 2019. Interest payable on the credit
enhancement loan is payable on quarterly payment dates in accordance with the Priority of Payments.
9.

Accrued interest payable
1 656 590
4 425 954
6,082,544

Credit enhancement loan
Residential mortgage backed securities
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7 084 734
9 172 767
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Fox Street 7 (RF) Limited
Notes to the financial statements

for the year ended 31 March 2021

10.

11.

2021
R

Trade and other payables
Accrued expenses
Sundry Creditors
VAT liability

497 803
260 342
6 606

Other interest income
Realised interest on swap

764,751

374,897

64,871,830
9,265,426
74,137,256

13,665,001
26,370,742
40,035,743

1,501,476
1,501,476

648,240
648,240

48,555,061
3,263,712
16,340,308
68,159,081

26,652,465
1,641,546
7,084,734
35,378,745

890,510
57,185
537,492
648,175
2,133,362

102,583
19,376
123,308
181,982
427,249

1,653,325
(16,972)
1,636,353

1,247,985
(403,027)
844,958

Interest expense
Residential mortgage backed securities
- Class A
- Class B
Credit enhancement loan

13.

371,034
3,863

Interest income
Interest income:
Mortgage advances- calculated using the effective interest method
Current account - Investec Bank Limited

12.

2020
R

Other operating expenses
Other operating expenses include the following:
Servicing fee
Administration fee
Auditor's fee
Sundry expenses

14.

Taxation
South African normal tax
-current tax
-deferred tax
Net taxation charge
Reconciliation of effective tax rate

Income before taxation
Tax using the corporation tax rate

%
28.0%
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2021
R

5 844 122
1,636,353

2020
R

3 017 707
844,958
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15.

Servicing and administration fees - Investec Bank Limited
Investec Bank Limited has been appointed under the terms of a servicing agreement and an administration agreement
as servicer and administrator respectively for Fox Street 7 (RF) Limited.
Investec Bank Limited charges fees for its services under the servicing agreement to the extent permitted by and in
accordance with the Priority of Payments. Such fees are charged at 0.075% (exclusive of VAT) of the outstanding
principal balance of the assets as at each monthly determination date.
Investec Bank Limited charges fees for it's administrative services under the administration agreement to the extent
permitted by and in accordance with the Priority of Payments. The administration fee is charged at R50 000
(exclusive of VAT) per annum.
In the event that insufficient cash is available for payment for all or part of any servicer or administration fee, Fox
Street 7 (RF) Limited incurs no obligation to pay that portion of the fee in respect of which no cash is available.

16.

Contingencies and commitments
Fox Street 7 (RF) Limited has indemnified Fox Street 7 Security SPV (Security SPV) in respect of any claims made
against the Security SPV arising out of a guarantee provided by Security SPV to the secured creditors of Fox Street 7
(RF) Limited.
Cession and pledge

Fox Street 7 (RF) Limited has ceded and pledged its right, title and interest in and to the residential home loan assets
held to the Security SPV as security for the guarantee provided by the Security SPV.
17.

Related party transactions
Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions. The Company, in the ordinary course of
business, enters into various transactions with related parties.
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Related party transactions (continued)

17.1

Investec Bank Limited
Investec Bank Limited is the Parent entity of Fox Street 7 (RF) Limited. In accordance with the requirements of IFRS
10, Consolidated Financial Statements , Investec Bank Limited consolidates Fox Street 7 (RF) Limited. This is
because Investec Bank Limited is exposed to variability of returns from Fox Street 7 (RF) Limited and has the ability
to affect these returns through the power it has.
The following transactions took place and balances existed between Investec Bank Limited and Fox Street 7 (RF)
Limited:
Servicing and administration fees
Investec Bank Limited is the appointed servicing and administration agent to Fox Street 7 (RF) Limited, details of
which are set out in Note 15 above. Fees payable to Investec Bank Limited under these agreements during the period
amounted to:
2021
2020
R
R
Servicing fee
Administration fee

890 510
57 185

- Petty cash
- Bank current account

101
110,108,869

102 583
19 376

101
145,069,470

Credit enhancement loan
Investec Bank Limited (through its ICIB division) has provided the subordinated loan to Fox Street 7 (RF) Limited
(refer to Note 8) which serves as credit enhancement to the notes. Interest is charged on the subordinated loan in
accordance with the Priority of Payments. Interest for the period amounted to R16 340 308.
Investment in notes
On 29 November 2019, Fox Street 7 (RF) Limited issued and listed R1.060bn of notes on the Interest Rate Market of
the JSE. A portion of these notes were invested by Investec Bank Limited. The following balances relating to the
investment in the notes were applicable at the end of the period:
2021
R
874,720,533
4,425,954

- Residential mortgage backed securities
- Accrued interest on notes
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2020
R
1,060,000,000
9,172,767
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Related party transactions (continued)

17.2

Other related party transactions
Quadridge Trust Services Proprietary Limited
Trust and fiduciary fees were charged by Quadridge Trust Services Proprietary Limited, an external service provider
the trustees of Fox Street 7 Owner Trust and Fox Street 7 Security SPV Owner Trust respectively, as follows:

Quadridge Trust Services Proprietary Limited

2021
R

2020
R

175 397

53 721

Fox Street 7 Owner Trust
The Trust was established solely to be a beneficial shareholder of all of the ordinary shares in Fox Street 7 (RF)
Limited. The Trust is managed by Quadridge Trust Services Proprietary Limited. No payments were made to Fox
Street 7 Owner Trust during the current year.
Fox Street 7 Security SPV
The Security SPV was incorporated for the purposes of holding and realising security for the benefit of Secured
Creditors, including Noteholders of Fox Street 7 (RF) Limited. No payments were made to the Security SPV during
the current year.
Fox Street 7 Security SPV Owner Trust
Fox Street 7 Security SPV Owner Trust is the sole beneficial shareholder of all the ordinary shares of Fox Street 7
Security SPV. No payments were made to the Security SPV during the current year.
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18. Risk management

In common with all other businesses, the Company is exposed to financial risks. These risks are managed as part of the normal operations of the Company and the Board of Directors oversees the
effectiveness of the risk management processes carried out by Investec Bank Limited.
The collectability of amounts due is subject to credit, liquidity and interest rate risks and will generally fluctuate in response to, among other things, market interest rates, general economic
conditions and the financial standing of borrowers.
The more important financial risks to which the Company is exposed are described below:
Liquidity risk
Liquidity risk is the risk that the Company may have insufficient cash to meet its financial obligations, specifically in the short-term.
Cash flows are monitored regularly to ensure that cash resources are adequate to meet the Company's requirements.
Maturities of financial liabilities

2021

Between 1 and 3
months
R

Less than 1 month
R

Residential mortgage backed
securities
Credit enhancement loan

-

Accrued interest
Taxation payable

Between 3 months
and 1 year
R

Between 1 and 5
years
R

More than 5 years
R

-

205,877,817
179,621,119
2,009,404
-

874,720,533
179,621,119
2,009,404
6,082,544
12,641

-

-

-

764,751

-

-

-

585,160

585,160

62,392,206

175,231,556

438,078,890

388,093,500

1,063,796,152

175,231,556
-

438,078,890
-

-

55,532,270
6 082 544
12 641

-

Trade and other payables

-

764,751

Deferred income

-

Derivative financial instruments

2020

Between 1 and 3
months
R

Less than 1 month
R

Total
R

Between 3 months
and 1 year
R

Between 1 and 5
years
R

More than 5 years
R

Total
R

Residential mortgage backed
securities
Credit enhancement loan
Accrued interest
Taxation payable
Deferred taxation liability

-

16 257 501
145 079
1 684 085

-

200,000,000
-

860,000,000
179,621,119
-

1,060,000,000
179,621,119
16,257,501
145,079
1,684,085

Trade and other payables

-

374,897

-

-

-

374,897

Deferred income

-

-

-

-

570,251

570,251

-

18,461,562

-

200,000,000

1,040,191,370

1,258,652,932

The maturity analysis for financial liabilities represents the basis for effective management of exposure to structural liquidity risk.
Cash flows are monitored on a monthly basis through the Priority of Payments to ensure that cash resources are adequate to meet the necessary requirements.
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18.

Risk management (continued)
Interest rate risk
Interest rate risk arises when potential changes in relevant interest paid to investors and the rates earned on loans to borrowers and investments, occur at different times, at different rates and with
varying degrees of uncertainty. Due to the Company's assets being linked to the prime rate, and the notes linked to the 3 Month Jibar rate, the Company is exposed to interest rate risk. This
exposure is mitigated through the interest rate swap entered into with Investec Bank Limited, as derivative counterparty.
The interest rate swap is a Level 2 financial instrument as the swap is not listed in an active market, however the fair value is calculated on directly observable market inputs.
There were no transfers between any of the fair value hierarchy levels during the current year.
As the instrument is classified as a cash flow hedge, any movements in fair value are recognised in other comprehensive income, as far as hedge effectiveness is met. As at year end the hedge was
effective.
Operational risk
Operational risk is the risk of direct or indirect losses arising from inadequate or failed internal processes, personnel, technology and other external causes.
Prime responsibility for managing this risk is outsourced in terms of the Servicing Agreement and Administration Agreement to Investec Bank Limited. The Directors of the Company and the
trustees are responsible for monitoring the performance of Investec Bank Limited in this regard.
Credit risk
Credit risk represents the financial risk to the Company as a result of a default by the counterparty, that is, failure of counterparty to comply with its obligations to service the outstanding debt.
Credit risk is defined in terms of Investec Bank Limited's credit policies and procedures manual, which establishes sound credit risk management processes. These procedures and processes are
monitored by the Credit Committee of Investec Bank Limited.
The obligations of each borrower to Fox Street 7 (RF) Limited in respect of repayment of a loan are secured by mortgage bonds registered in favour of Fox Street 7 (RF) Limited over the
property of such borrowers. The collateral of the loans is represented by these properties. As at 31 March 2021, the value of the collateral held is R3 117 154 471.
IFRS 9 requirements have been embedded into our company credit risk classification and provisioning policy. A framework has been established to incorporate both quantitative and qualitative
measures. Policies for financial assets at amortised cost and at fair value through other comprehensive income (FVOCI), in accordance with IFRS 9, have been developed as described below:

Definition of default
The company has aligned the IFRS 9 and regulatory definitions of default, credit impaired and non-performing exposure. Assets that are more than 90 days past due, or considered by
management as unlikely to pay their obligations in full without realisation of collateral are considered as exposures in default.
Stage 1
All assets that are considered performing and have not had a significant increase in credit risk will be reported as Stage 1 assets. Under IFRS 9 these Stage 1 financial assets have loss allowances
measured at an amount equal to a 12-month ECL.
Stage 2
Financial assets are considered to be in Stage 2 when their credit risk has increased significantly since initial recognition. The company is required to hold a loss allowance equivalent to a lifetime
ECL in terms of IFRS 9.
The company’s primary indicator for Stage 2 assets are distressed loans, potential problem loans and exposures in arrears that require additional attention and supervision from Watchlist
committees and are under management review. This comprises exposures that may potentially become distressed as a result of changes in the economic environment or adverse share price
movements, or that are vulnerable to volatile exchange rate or interest rate movements or idiosyncratic financial distress, or private clients who have undergone a significant deterioration in
financial circumstances.
Assets that have been subject to forbearance are considered to be, at a minimum, Stage 2. Forbearance measures refer to concessions such as modification of the terms and conditions or
refinancing that has been granted to a debtor in financial difficulties. These exposures are assessed on a case by case basis to determine whether the proposed modifications will be considered as
forbearance. Where the credit committee considers it likely that the client will be able to return to perform against the original contractual obligations within a reasonable timeframe these assets
will be considered performing and in Stage 2. Forbearance is distinguished from commercial renegotiations which take place as part of normal business activity and standard banking practice.
In addition to loans under management review, an asset may also move from Stage 1 to Stage 2 if the model calculated probability of default (PD) has significantly increased since origination.
This is tested as both a relative and absolute measure, to further inform whether a significant deterioration in lifetime risk of default has occurred.
As a backstop, the company does not rebut the presumption in IFRS 9 that all financial assets that are more than 30 days past due have experienced a significant increase in credit risk.

Exposures move back to Stage 1 once they no longer meet the criteria above for a significant increase in credit risk and as cure periods (specifically relating to forborne exposure) are met.

Stage 3
Financial assets will be included in Stage 3 when there is objective evidence of credit impairment. Under IFRS 9, the company assesses a loan as Stage 3 when contractual payments of either
principal or interest are past due for more than 90 days, the debtor is assessed as unlikely to pay and credit impaired, or the loan is otherwise considered to be in default, for example due to the
appointment of an administrator or in receivership. The company’s policy is not to rebut the presumption in IFRS 9 that loans which are more than 90 days past due are in default.
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Risk management (continued)
Credit risk (continued)
ECL
The assessment of credit risk and the estimation of ECL are required to be unbiased, probability-weighted and should incorporate all available information relevant to the assessment, including
information about past events, current conditions and reasonable and supportable forecasts of economic conditions at the reporting date. In addition, the estimation of ECL should take into
account the time value of money. As a result, the recognition and measurement of impairment is intended to be more forward-looking and resulting impairment charge may be more volatile. IFRS
9 will result in an increase in the total level of impairment allowances, since all financial assets if not measured at fair value through profit or loss (FVPL) will be assessed for at least 12-month
ECL.
Investec management addressed the COVID-19 impact on the Private Bank portfolio (Fox Street 7 is managed as part of this portfolio) as follows:
• The ECL as at March 2021 was calculated using revised macroeconomic variable forecasts and scenario weightings (dated 12 April 2021).
• Accounts that were up to date prior to the relief measure and the account is expected to remain in up-to-date status once the relief period ends, all other factors remaining constant, will be
classified as Stage 1 IFRS 9 purposes with a 12-month ECL.
• Additional staging rule to assess impacted accounts which require COVID-19 relief measures (i.e. payment holidays, restructured credit exposures and loan modifications), where the impact is
not considered temporary these accounts are migrated to Stage 2 for IFRS 9 purposes with a lifetime ECL.

Write-offs
The company’s policy on when financial assets are written off has not significantly changed on adoption of IFRS 9. A loan or advance is normally written off, in full, against the related allowance
when the proceeds from realising any available security have been received or there is a reasonable amount of certainty that the exposure will not be recovered. Similarly the treatment and
recognition of recoveries is unaffected by the implementation of IFRS 9. Any recoveries of amounts previously written off decrease the amount of impairment losses.
Internal credit rating models and ECL methodology
Internal credit rating models cover all material asset classes. These internal credit rating models are also used for IFRS 9 modelling after adjusting for appropriate differences. Internal credit
models calculate through the economic cycle losses whereas IFRS 9 requires 12-month or lifetime point-in-time losses based on conditions at the reporting date and multiple economic scenario
forecasts of the future conditions over the expected lives.
Key drivers of measurement uncertainty – subjective elements and inputs
The measurement of ECL under IFRS 9 has a continued reliance on expert credit judgement. Key judgemental areas under the implementation of IFRS 9 are highlighted in this document and are
subject to robust governance processes. Key drivers of measurement uncertainty include:
- the assessment of a significant increase in credit risk;
- the introduction of a range of forward-looking probability weighted macro-economic scenarios; and
- estimations of probabilities of default, loss given default and exposures at default using models.
In addition to these drivers, some initial judgements and assumptions were required in the design and build of IBL’s ECL methodology, which are not considered to have a material impact.
This includes the use of income recognition effective interest rates (EIRs) and used as the discount factor in the ECL calculation as well as the use of contractual maturity to assess behavioural
lives. In addition where we have experienced limitations on the availability of probability of default origination data for the historic book, a portfolio average has been used in some instances.

ECLs are calculated using three main components:
• a probability of default (PD);
• a loss given default (LGD); and
• the exposure at default (EAD).
Under IFRS 9, the 12-month and lifetime PDs represent the probability of a default occurring over the next 12 months or the lifetime of the financial exposures, respectively, based on conditions
existing at the balance sheet date and future forecast macro-economic conditions that affect credit risk.
The LGD represents losses expected on default, taking into account the mitigating effect of collateral, its expected value when realised and the time value of money. The forecast value for the
collateral is also affected by the range of forward-looking probability weighted macro-economic scenarios.
The EAD represents the expected balance at default, taking into account the repayment of principal and interest from the balance sheet date to the default event together with any expected
drawdown of a committed facility.
The calculation of the 12-month ECL is based on the 12-month PD and LGD along with the EAD and effective interest rate (EIR) for the asset. Lifetime ECL is calculated using the lifetime PD
curve, and the appropriate LGDs and EADs and discount rates derived from the EIR based on the remaining life of the financial asset.
Expert judgement models have also been utilised for certain portfolios where the ECL is found to be minimal, either due to the portfolio’s small relative size or the low default nature of these
portfolios, such as cash and balances held at central banks.
Management adjustments are made to modelled output to account for situations where additional information and known or expected risk factors have not been captured in the modelling process.
Forward-looking macro-economic scenarios
The measurement of ECL also requires the use of multiple economic scenarios to calculate a probability weighted forward-looking estimate. These scenarios are updated at least twice a year, or
more frequently if there is a macro-economic shock or significant shift in expectations. The weighting of these scenarios for IFRS 9 as well as the scenarios themselves are discussed and approved
by Investec Bank Limited's capital committee, which forms part of the principal governance framework for macro-economic scenarios.
A number of forecast economic scenarios are considered for capital planning, stress testing (including IBL specific stress scenarios) and IFRS 9.
For the company, five macro-economic scenarios are used in the measurement of ECL under IFRS 9. These scenarios incorporate a base case, two upside cases and a two downside cases. The
aim of this economic scenario generation process is to provide a view of the current and projected state of the South African economy and the different economic scenarios that could occur in
various stressed or improved environments over the next five years for a number of identified variables/risk drivers.
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18.

Risk management (continued)
Overall asset quality
2021
Loans and advances
that are neither past
due nor impaired
R

Loans and advances
that are past due but
not impaired
R

Current
Special mention
Sub-standard
Doubtful
Loss

955,484,406
-

821,871
2,849,826
-

-

956,306,277
2,849,826
-

-

Total

955,484,406

3,671,697

-

959,156,103

-

Loans and advances
that are neither past
due nor impaired
R

Loans and advances
that are past due but
not impaired
R

Current
Special mention
Sub-standard
Doubtful
Loss

1,104,686,634
-

705,591
8,167,976
1,639,992
-

-

1,105,392,225
8,167,976
1,639,992
-

7,644
158,064
50,299
-

Total

1,104,686,634

10,513,559

-

1,115,200,193

216,007

Loans and advances
that are impaired
R

Total loans and
advances
R

Amount in arrears
R

2020

Loans and advances
that are impaired
R

Total loans and
advances
R

The maximum exposure of the mortgage advances is the carrying value at year-end, before the deduction of collateral held.
Credit quality analysis
2021
Intercompany receivable
Credit quality analysis
2020
Intercompany receivable

Stage 1 ECL
521,982
Stage 1 ECL
687,484

Stage 2 ECL
831,094
Stage 2 ECL
389,852

30

Stage 3 ECL
164,630
Stage 3 ECL
797,390

ECL
1,517,706
ECL
1,874,726

Amount in arrears
R

Fox Street 7 (RF) Limited
Notes to the financial statements

for the year ended 31 March 2021
19. Financial assets and liabilities

Analysis of assets and liabilities by measurement basis

2021
Assets
Intercompany receivable
Derivative financial instruments
Cash and cash equivalents*
Trade and other receivables*
Deferred tax asset*

Liabilities
Residential mortgage backed securities
Credit enhancement loan*
Accrued interest*
Deferred income*
Current tax liability
Derivative financial instrument*
Trade and other payables*

Amorised Cost
R
957,638,397
110,108,970
-

1,067,747,367

-

Mandatorily at
fair value
through profit
or loss
R
-

2,009,404
2,009,404

Liabilities at
amortised cost
R

Non-financial
instruments/financial
instrument excluded
from IFRS9
R

-

982,633
982,633

957,638,397
110,108,970
982,633
1,068,730,000

12,641
12,641

874,720,533
179,621,119
6,082,544
585,160
12,641
2,009,404
764,751
1,063,796,152

874,720,533
179,621,119
6,082,544
585,160
-

764,751
1,061,774,107

Total
R

* For financial assets and financial liabilities that are liquid or have a short-term maturity (less than three months) it is assumed that the carrying amounts
approximate their fair value. This assumption also applies to demand deposits, savings accounts without a specific maturity and variable rate financial
instruments.
The valuation method applied is as follows:
- Level 1 for the Cash on hand
- Level 2 for the loans and receivables
There were no transfers between level 1 and level 2 of the fair value hierarchy for the financial assets and liabilities which are recorded at fair value.

31

Fox Street 7 (RF) Limited
Notes to the financial statements

for the period ended 31 March 2021 (continued)
19. Financial assets and liabilities (continued)
Analysis of assets and liabilities by measurement basis (continued)

2020
Assets
Intercompany receivable
Derivative financial instruments
Cash and cash equivalents*
Trade and other receivables*

Liabilities
Residential mortgage backed securities
Credit enhancement loan*
Accrued interest*
Deferred income*
Current tax liability
Deferred tax liability*
Trade and other payables*

Amorised Cost
R
1,113,325,467
145,069,571
343,632
1,258,738,670

-

Mandatorily at
fair value
through profit
or loss
R

Liabilities at
amortised cost
R

7,453,972
7,453,972

-

-

1,060,000,000
179,621,119
16,257,501
570,251
-

374,897
1,256,823,768

Non-financial
instruments/financial
instrument excluded
from IFRS9
R
-

145,079
1,684,085
1,829,164

Total
R
1,113,325,467
7,453,972
145,069,571
343,632
1,266,192,642

1,060,000,000
179,621,119
16,257,501
570,251
145,079
1,684,085
374,897
1,258,652,932

* For financial assets and financial liabilities that are liquid or have a short-term maturity (less than three months) it is assumed that the carrying amounts
approximate their fair value. This assumption also applies to demand deposits, savings accounts without a specific maturity and variable rate financial
instruments.
The valuation method applied is as follows:
- Level 1 for the Cash on hand
- Level 2 for the loans and receivables
There were no transfers between level 1 and level 2 of the fair value hierarchy for the financial assets and liabilities which are recorded at fair value.
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20. Fair values of financial instruments
Valuation models
For more complex instruments, the Company uses proprietary valuation models, which are usually developed from recognised valuation models. Some or all
of the significant inputs into these models may not be observable in the market, and are derived from market prices or rates or are estimated based on
assumptions. Valuation models that employ significant unobservable inputs require a higher degree of management judgement and estimation in the
determination of fair value. Management judgement and estimation are usually required for the selection of the appropriate valuation model to be used,
determination of expected future cash flows on the financial instrument being valued, determination of the probability of counterparty default and
prepayments, determination of expected volatilities and correlations and selection of appropriate discount rates.

Fair value estimates obtained from models are adjusted for any other factors, such as liquidity risk or model uncertainties, to the extent that the Company
believes that a third party market participant would take them into account in pricing a transaction. Fair values reflect the credit risk of the instrument and
include adjustments to take account of the credit risk of the Company entity and the counterparty where appropriate. For measuring derivatives that might
change classification from being an asset to a liability or vice versa such as interest rate swaps.

During the current year, low trading volumes continued and there has not been sufficient trading volume to establish an active market for certain assetbacked securities and so the Company has determined the fair value for these asset-backed securities using other valuation techniques. These securities are
backed primarily by static pools of residential mortgages and enjoy a senior claim on cash flows.

The Company's methodology for valuing these asset-backed securities uses a discounted cash flow technique that takes into account the probability of default
and loss severity by considering the original underwriting criteria, vintage borrower attributes, LTV ratios, expected house price movements and expected
prepayment rates. These features are used to estimate expected cash flows, which are then allocated using the 'waterfall' applicable to the security and
discounted at a risk-adjusted rate. The discounted cash flow technique is often used by market participants to price asset-backed securities. However, this
technique is subject to inherent limitations, such as estimation of the appropriate risk-adjusted discount rate, and different assumptions and inputs would
yield different results
Valuation framework
The Company has an established control framework with respect to the measurement of fair values. This framework includes a Product Control function,
which is independent of front office management and reports to the Financial Director; and which has overall responsibility for independently verifying the
results of trading and investment operations and all significant fair value measurements. Specific controls include:
- re-performance of model valuations;
- analysis and investigation of significant daily valuation movements; and
Financial instruments measured at fair value - Fair value hierarchy

Cash flow hedge

Level 2
R
2021
(2,009,404)

Level 2
R
2020
7,453,972
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21.

Going Concern
The COVID-19 coronavirus outbreak has caused a significant deterioration in economic conditions worldwide. Management have
made an assessment of the company’s ability to continue as a going concern and there is no reason to believe that the company will
not be a going concern in the year ahead.
Fox Street 7 (RF) Limited has been set up as an insolvency remote special purpose vehicle. Secured creditors have agreed to certain
subordination, non-petition, and limited recourse conditions.
Each noteholder agrees that its claims against the Issuer and the Security SPV are subordinated for the benefit of other secured
creditors in accordance with the priority of payments, as set out in the relevant transaction documents. The Issuer will not be obliged
to make payment of, and noteholders will not be entitled to receive payment of, any amount due and payable by the Issuer under the
notes, except in accordance with the priority of payments, unless and until all amounts required to be paid or provided for in terms
of the priority of payments in priority thereto have been paid, provided for or discharged in full, and then only to the extent that there
are available funds in the priority of payments for that purpose.
Once all the assets of the Issuer have been extinguished, each noteholder abandons all claims it may have against the Issuer in
respect of amounts still owing to it but unpaid, and the Issuer's liability to the noteholders shall be completely discharged. Once all
the assets of the Issuer have been extinguished, each noteholder abandons all claims it may have against the Issuer in respect of
amounts still owing to it but unpaid, and the Issuer's liability to the noteholders shall be completely discharged.
Each Noteholder agrees that only the Security SPV may enforce the security created in favour of the Security SPV by the Security
Agreements in accordance with the provisions of the Security Agreements and the Transaction Documents.
The rights of Noteholders against the Issuer will be limited to the extent that the Noteholders will not be entitled to take any action
or proceedings against the Issuer to recover any amounts payable by the Issuer to them under or in connection with the Notes.
Because of the legal set-up, the Company's outgoing cash flows are limited to both its assets and the yield on these assets and it
therefore continues to operate as a going concern.
Secured Creditors contract with the Issuer on the basis that their claims against the Issuer will be subordinated in accordance with
the Priority of Payments, they will not bring an application for the liquidation of the Issuer until 2 years after the payment of all
amounts outstanding and owing by the Issuer under the Notes and the other Transaction Documents and agree not to sue the Issuer
except through the Security SPV.

22.

Events after the reporting date
No material events have occurred between 31 March 2021 and the date of this report with the exception of the Covid-19
implications as stated in the Going Concerns section above.

23.

Approval of annual financial statements
The annual financial statements were approved by the board of directors on 30 July 2021.
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