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he African Development Bank (AfDB) is a

regional multilateral financial institution,

engaged in promoting sustainable economic
growth and alleviating poverty in its 54 Regional
Member Countries (RMCs). Established in 1964,
AfDB shareholding structure comprises 54 African
countries and 26 Non-African Countries.

The AfDB provides a range of financial products for
the private sector to complement its traditional
lending operations to governments. Private Sector
Operations of the Bank Group promote strong social
and corporate governance standards as well as help
African Companies achieve international best
practices, making them more competitive at home
and in the international marketplace.
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Development Objectives
and Strategy of the African
Development Bank's Private
Sector Operations

Africa is experiencing unprecedented economic
growth, and the key objective of the AfDB Group’s
Strategy 2013-2022 is to support the transformation
of the continent by improving the quality of that
growth - making it shared and more sustainable.
Consistent with its institutional mandate, private
sector development is a strategic objective and
priority of the AfDB, as enunciated in the Private
Sector Development (OPSD) Strategy with the
overriding vision of a competitive private sector
across Africa.

Areas of Focus

To achieve its objective of inclusive and green
growth, the Bank has enacted private sector
development as a core strategic priority.
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The private sector activities of the Bank focus on
three broad business segments: (i) infrastructure-
related projects (especially those involving
Public-Private Partnerships), (ii) real sector anchors
(manufacturing, industries, oil and gas, and
services), and (iii) financial sector with inclusive
finance as anchor. It also supports programs
designed to help the development of SMEs,
promote privatization projects, and to enhance the
business climate.
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Qur Instruments

Senior Debt Subordinated Debt

¢ 1st Rank Security

e Debt Service Reserve
e Cash Waterfall Priority
e Reasonable Collateral

* Quasi Equity

o <25% of equity capital
e Shareholder 1st refusal

e USD, EUR, JR, and ZAR
e |ocal Currencies

* |nterest Rate Premium
¢ Reasonable Collateral

e A/B:1/3
e Partial Risk
e Partial Credit

Project Finance

Bank financing may be considered for projects to
establish, expand, diversify and modernize
productive facilities in various sectors, with the
exception of real estate business.

The Bank's assistance is designed to complement
rather than compete with private sources of finance,
stimulating and supporting entrepreneurs, investors
and bankers’ initiatives, and providing direct
financial support for worthy projects. Within this
framework, the Bank plays a catalytic role and
provides comfort in financial mobilization.

¢ Participation Agreement
e Mitigate Country Risk through PCS | e Legal Reform Support
e Commercial Banks

e Capacity Building
e Grant Funding

¢ Facility modernization

In this context, the Bank works closely with other
organizations and financial institutions (in particular
multilateral and bilateral partners) involved in
promoting private business in Africa.

Eligibility for Bank Assistance

To be eligible for the Bank’s assistance:

e An enterprise should be privately owned and
managed, and it must be located and incorporated
in a Regional Member Country of the Bank,
whether promoted by African or non-African
investors.

* An enterprise partially or totally owned by the
government may also be eligible for the Bank’s
private sector window assistance provided that it
satisfies the criteria of operational autonomy and
managerial freedom, and is run on a commercial
basis. No sovereign guarantees are accepted.

e The total amount of Bank assistance to any
enterprise, including loans, guarantees and
underwriting commitment does not normally
exceed one third of the total cost of the project;
and the Bank’s equity investment will not normally
exceed 25 percent of the share capital of any
enterprise.

e The total project cost should at least amount to
US$ 20 million equivalent (on an exceptional basis,
the Bank may finance smaller projects if they have
high potential development impact, with a strong
spillover effects into the economy). This prevents
the Bank from competing on smaller projects with
local banks, which are in a better position to
respond to small business.



In addition, the project must:

e Be consistent with the country's economic
development objectives;

e Possess the required financial and economic
viability in order to have high chances of success;

e Present a sound project concept, as well as
strong features in terms of technology,
sponsorship and management with a confirmed
market for the project’s products and/or services;

¢ Contribute to the generation of foreign exchange
earnings and savings, employment creation,
labor and management skills enhancement, and
has an end result of increased global productivity
of local communities; and

e Comply with the AfDB’s Environment
Assessment Guidelines and the prevailing
environmental regulations of the host country.

Application Procedure

To enable the Bank to promptly assess the eligibility
of a project for investment, interested enterprises
should submit a preliminary application covering, in
general, the information listed below.

1. Description of the project (sector, location,
production volumes, etc.);

2. The Sponsors, including financial and managerial
background;

3. Cost estimates, including foreign exchange
requirements;

4. Financing plan, indicating the amount of desired
AfDB financing

5. Key technical and environmental features;
6. Feasibility indicators;

7. Business climate, market prospect, including
proposed marketing arrangements;

8. Implementation plan, including the status of
required licenses, permits, certificates, etc.

Having determined the eligibility of a project
financing application, the Bank will initiate a full
application review. To facilitate this, the Bank would
require the following:

1. Feasibility study;
2. Business plan; and

3. Environmental impact assessment (depending on
the nature of the project).

The Bank will observe appropriate confidentiality in
its dealings with sponsors and the information
required to consider the financing of projects.



Inquiries and correspondence should be addressed to:
The Director
Private Sector Operations
African Development Bank
Immeuble du Centre de commerce International d’Abidjan (CCIA)
Rue Jean Paul Il Plateau
01 BP 1387 Abidjan 01
Cote d’'lvoire
E-mail: private-sector@afdb.org
Internet: www.afdb.org



