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BACKGROUND

The proposed loan was presented to the EPRC and the DLSC in June 1973
and approved by both bodies. It was not authorized, however, because
of Congressional reservations. Congress is again being consulted,
and the updated loan paper is being presented for consideration at
the EPRC on June 11,

The loan peper has been substantially revised owing to significant
developments in the African Desvelopment Bank's activities during

the past year. Among the most important of these developments were
the following: (a) The African Development Fund, the AFDB's soft
window, commenced operations in January of 1974; (b) The AFDB
achieved a significantly improved lending level and operational
performance during 1973 and in the first five months of 1974, thereby
overcoming previous doubts as to its capacity to commit large amounts
of funds; and (c¢) the AFDB has secured avenues of financing which will,
in conjunctlon with this loan, enable it to maintain the new level of
commitments.,

It was believed that these developments warranted a fresh assessment
of the Bank's financial position and its program of operations.
These are piresented in this revised loan paper.



TABLE OF CONTENTS

SMRYMDRECMNMTIONS.I.'IIl!.l..lllll.l..ll.lllll..l.. i

A, PROJECT DESCRIPTION AND OBJECTIVES.....eecsvs00veaveessas 1

B, BACKGROUND........ Ceeesetesascens e |
1. Historical Background Leading Up to the Founding

OfAFDB lllllll ® 8 6 0 2 0 0 00 00 0 0 0 LN B I B . a0 08P 0 00 At P e l

2. Reasons for Founding AFDB ..... eeseancnass testseessanae 2

3. AFDB Growth..... Ceeceenernaas cevrenne Ceseresecreees co 2

C. APPRAISAL OF THE BORROWER......... tesessetresesesssnaeses 3

1. Current Financial Position....... T 3

a. Capltal Structure.,....... ceereestanns eesesscesans 3

b. Capital Position.......... teeciecaas tiec-aenn veas 5

c. Loan Commitments........ ceereaes Ceesracenans ciee. b

d. Current InCome......ceovcveeeveeees creeresnerssees B

2. Future Financial Performance...... et ecessastecsane 7

‘'m, TFuture Lending Level........ecveervecenccscseneen 7

b. Prospects for Raising Additional Capital ........ T

¢, Projected Income.......... Ceeecrcereentrenentan .. 8

d. Projected Cash Flow ............... I

3. Quality of the Loan Portfolio.......eccvu. veseesseass 10

a, Number of loans and composition.....eceeceeeecees 10

b. Disbursements and Pipeline....... ceecesesans eeees 11

c. Defavlts, Payment of Interest....... ceresa ceeenae 12

k., AFDB Organization and Management...... veeene cresesaes 12

a. Orgz=nization............ et eresnesanna seesreeasss 12

b. Statf Capabilities..... e i

¢. Internal Management...... et erssectaressancsasnas .o 15

5. Lending Policies.......... Ceteenen O | 2

D. THE.APRICAN. DEVELOPMENT .FUND (ADF)........ ceecesnenrea-ss 18

1. Initietion of Operations....... ceeecean cecececennn ... 18

2. Reasons.for Establishing ADF.......... teesaseaes ceee. 18

3. ADF...viicneeranssnonnsatscaarasne cesens creseanns .... 18

4. Structure of the Fund......... Ceereeeeene ceeereeseees 19

5. Current Opzrations.......eecevvievucnas cerresensaeans 19

6. Future OperationsS.....c.cveeesescceccscossncsencensees 20
E. U.s. REIMIONSEHPTOAI‘DB IIIII ® @ ¢ 0 00 ¢ 000 060 POV 2B SOOI e e 20

F. REPAYMEM mosmc‘rs......-..............n...a.---....-.-- 22



Page

G. CONDITIONB MCEDENI'ANDCWENAMS......-.--...-.....-... 23

1. Conditions Precednt..icoceoeveesercesncscossvocscnsns 23
2' coven‘lms..l.l.'l..Il.'.l.ll'..lc.ll.I.'..Ql.ll..l‘.l 23

H, IMPLEMENTATION PLAN....ecevevaevsooocanscorsscasvaveacses 23
1. Responaibility for Implementation.....o.ecveveeneeess 23
2. SUbLCAL ADPDPIOVAlS..csveteteectococosoccorsseoconnssoes 24
3. Specif). AcCOWE(5)cerreerecncervnnecroseccsnnnsononss 2k
b, Environmental IMpPact...eeeveeeceecseocessvscacenessss 24
5, Implementation ScheduUle......coeveececessacscereanses 24

ANNEXES

I - Draft Loan Authorization,

II - FAAct Section 6il(e) Certification,

IIT - Statutory Cnacklist.

IV - AFDB Orgsnlzational Chart.

V - AFDB Members and Capital Contributions as ol Dec. 31, 1973.

VI - AFDB Capitalization as of Dec., 31, 1973 and Position of Pald-up Shares.
VII - AFDB Balance Sheet as of Dec. 31, 1973.

VIII- A,I.D. Grent Assistance to AFDB for Technical Assistance and Studies,

IX - Status of AFDB Loans Through December 31, 1973.

X - AFDB Income Statements Through Dec. 31, 1973.

XI - AFDB Projected Income Statements Through Dec. 31, 197°7.

XII - Summary Statement on Proposed Subloans Requiring A,I.D. Approval.

XIII- AFDB Loen Application.

XIV - Comparison of AFDB, ADB and IADB Capital Structures.

XV - Compariscn of AFDB, ADB and IADB Income Statements.

XVI - AFDB Projected Statements of Sources and Applications of Funds 1973-1972?.
XVII- Illustrative List of Possible Projects for Financing Under the A.I,D. Loan.

XVIII-List of AFDB Loans Approved Through May 31, 1974 and Status of ADF
Commitments.

XIX - Projected Belance Sheet



1.

2,

3.

4,

3.

6.

SUMMARY AND RECOMMENDATIONS

Borrower: The African Development Bank (AFDB), an international corpor-
ation organised by an Agreement dated August 4, 1963, among African
States (Member States).

Amount of Loansy $10 million.

Terms of Loan:

a. Terms to the AFDB will be 40 years including a 10-year grace period.
Interest will be at the rate of 2% per annum during the grace period
and 3% per annum thereafter. Repayment will be in U.S. dollars.

b. Terms to the Sub-borrowers will be the same as normal AFDB loans.
These terns presently are 15 tc 30 years at the AFDB's minimum
statutory rate of 6% per annum plus a service charge of 17 per annum.

Project Descripticn: The project consists of the making of medium and
long-term loans (Subloans) to public and/or private entities in Africa

to promote the economic and social development of the Member States
(Sub-borrowers). The repaymmat of each Subloan will be guaranteed by

the respe:ztive Member State(s) when the Sub-borrower is not itself a

Member State(c). Eac h commitment of AID funds in excess of £1.0 mn
in an AFDB subloan will be subject to the prior approval of AID.

Purpose of the Loan: This Loan is designed to support the continued
institutional growth of the AFDB. The Loan will assist in financing a
portion of the foreign exchange costs of the goods and services required
for the project. By the end of CY 1973 the AFDB had signed over $126
million in loans, completely exhausting its paid-in capital resources.

The AFDB plans a 1974-76 lending program of $216 million. To fund this
lending level the AFDB plans to raise $216 million from public and private
internationa: mar-ets and from increases in Member subscriptions to the

Paid-in Capital of the Bank. This $10 million Loan will provide approxi-
mately 5% of the AFDB's total funds durimg the three-year period. J!/‘kffi//Y
116 x 10
Backgrounc: The AFDB became operational in July 1966. It now has 39 | te
members. An Afrlcan-owned and managed institution, the AFDB was ,/f/////
established for the purpose of promoting African economic and social
development. The AFDB has successfully demonstrated its financial
viability. It has made loans for projects which meet generally accepted

standards of technical and economic soundness., Through May 31, 1974 2L
it has committed $168 million for 67 projects in 29 different countries,

The AFDB has developed a trained staff which could make $60-$70 million _"’
a year in new loans if the capital resources are available. | ¢©
10,¥00 cuo
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gﬁngpt-lmport Bank Clearances: Ex-Im clearance was recelved on June 13,
1973.

Mission and Embessy Views: REDSO/WA, and the U.S, Embassy/Abidjuan strongly
endorse the Ioan.

Statutory Criteria: Satisfied. See Annex III,

Issues: None,

Recommendatior: Authorization of a development loan to the AFDB of
ElO million for this project.

CAPITAL, ASSISTANCE COMMITTEE

Capital Assistance Officer: REDSO/WA:I.Rosenthal
AFR/DS:G.Thompson
Controller: SER/CONT :W .McKeel
Counsel: REDSO/WA:J .Phippard

Commodity Procur<ment Advisor: SER/COM:A.Block
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A. PROJECT DESCRIPTION AND OBJECTIVES

The purpose >f this project is to assist the African Development Bank in its
program of lending to its 39 Member States. This project is in support of and
consistent with the Bank's role as a financial intermediary, mobilizing external
resources for the benefit of its members. The Bank has, after a slow start,
developed considerable momentum, functioning in a difficult environment, requiring
considerable feasibility and final design studies prior to the devclopment of
bankable projects. As described in more detail in ti.ls paper, the Bank has
daveloped a competent staff and is able to identify, appraise and monitor projects
consistently at a level in excets of $50 million. With this level of commitments,
the Bankx has substantially committed its equity funds and is engaged ir a program
of borrowings on the public and private international capital rarkets in order to
increase the annual level of commitments as well.

The proposed A.I.D. loan will support tre AFDB's growing continental importance

as a spokesman on Alrica-wide economic problems. As the Bank's role as a
development institution has expanded, its member states have increasingly looked
to it to articulate an African statement of economic dssues. It will also further
an important institution building function in the AFDB itself. 1In support of the
Bank's lending activities, it will provide additional experience in project
appraisal and implementation: for the Bank's staff, in continuing close coordination
with AID's Regivnal office in Abidjan. 1In addition, the loan will be made on
AID's concessional terms. The Bank will, in turn, relend the proceeds in subloans
at its normal sub-lvuan rate, which is presently six percent plus one percent
service charge, usually for 15-30 years. The income which the Bank realizes from
the interest rate spread and on the rollovers will also be used for relending.
Further, borrowing the $10,000,000 from AID will reduce the amount which the Bank
will have to borrow on private markets to achieve its projected lending level,
thus proportionately reducing the financial cost of obtaining the necessary
resources and strergthening the Bank's net income and financial position.

Disbursement of tlie loan proceeds will be permitted on a project basis according
to the standard A.i1I.D. Letter of Commitment - Letter of Credit Procedure and
under DRA's (Direct Reimbursement Authority). 1In the first case, projects will
be identified by the Bank and IFB's prepared for tender only in the United States
and other Code 941 countries. Financing will include goods and services, and

it is anticipated that tenders will be far complete construction projects, as is
the Bank's normal rractice. It will also be possible where Code 941 suppliers
win international tenders, to finance goods and services from the proceeds of
the loan. The Dirert Reimbursement Authorization procedure will be permitted.
We have determined that AFDB's present procedures and documentation requirements
are adequate for an A.I.D., DRA.

B. Background

The idea for AFDB can be traced back to the late 19508 when the proposal for
a Special United Nations Fund for Economic Development (SUNFED) was deflected
by the creation of the International Development Association (IDA). For the
African Nations, the failure of UNFED was a major disappointment. They had
looked to the U.N., with its principle of equal voting rights for all members
irrespective of size of contributions, as the forum in which Africans could
enter the international development debate on more or less equal terms.



At the All-African People's Conference held in Tunis in January 1960, a
special African development fund was proposed. The proposal was taken up by
ECA jn February 1961 and thoroughly studied by ECA's secretariat. In 1962
the ECA experts recommended that the Commission attempt to establish a bank.

In July 1963 the African Finance Ministers met in Khartoum to draw up the
articles of agreement for the A¥DB., The Bank came into operation on September
10, 1964 when 33 independent African States formally ratified its Charter.

The Bank opened its doors for business on July 1, 1966,

The Bank 1s & bYroadly-based organization, nearly all independent African
States have joinad or are in the process of jolning. As of May 31, 197k
there are 39 members.,

Reasons for Founding AFDB

The African Development Bank (AFDB) is a truly African bank grappling
with the issues of African development. While the Asian Development Bank
and the Inter-American Development Bank received initial support, both
financial and technical, from the developed countries. the AFDB was shaped
almost exclusively Ly African perceptions of African problems and needs. This
has indeed been a liability in some ways, but the African States recorrized
the probable costs and accepted the risks. The result has been positive.
There is clearly more communication when Atricans speak to Africansz on
Africuan problems than when non-Africans atiempt to communicate with Africans
on the seme subject. It has also loosened the ties of dependence vhich ©ll
African nations still sense, and has resulted in a viable insitution which
is clcarly African in ownership, in outlioock, aid in professivial olalline,
The Bank is now perhaps the most viable multinational institution on the
Continent.

AFDB Growth

AFDB has grcwn slowly and steadlly since it ccmmenced operations in
mid-1966. It is still a relatively small institution (only $125 mn of paid-in
capital by the end of CY 73). The Bank has a conservati': management which
has applied sound eppraisal methods to the projects it finances.

When compared with its sister institutions, the Inter-American and
Asla Development Banks, AFDB's early growth rate may seem slow. AFLB made
only one loan, of $2.6 million, during its first two years of operaticns.
The Inter-American Development Bank (IDB) entered into 73 loan agreements in
its first year and the Asian Development Bank (ADB) made 7 loans and 11
technical assistance agreements, valued at $43 million during its first tuwec
years.

Such compariscns are misleading, however. The AFDB should not oe
directly compared to the "relatively rich" IDB and ADB. The ADB commenced
operations with neurly five times the resocurces of the AFDB. Compared to
Africa the ADB and IDB regions are more popilous and have higher GNPs. Eut
the more significant difference is the participaticn of the developed countries
in IDB and ADB. The developed countries provided capital subscriptions and
backing to help firmly establish IDB and ADB.
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Building on & hase of capital poor countries and few trained personnel
the Bank has slorly but successfully built a vaiable lending operation.
AFDB has generally chosen good loan projects and has dramatically increased
the tempo of its lending commitments in recent years, as shown below:

Dollars
(000,000 's)
1967 $2.5
1968 3.7
1969 8.7
1970 12.3
1971 26.4
1972 26.9
1973 L3.0
1974 (first five months) 37.2

C. APPRAISAL OF THE BORROWER

1. Current Financial Position

a, Capital Structure

(1; Ordinary Capital Resources

AFDB's capital was raised entirely from the 39 African
member states. AFDB's capital structure is very similar to that of the
IBRD and other international lending institutions. (See Annex V for a
listing of AFLB members and their capital shares.) Each member is assessed
a capital share in relation to its ability to pay. The formula for capital
shares is based on population, gross national product, foreign trade and
government resenue. A small, poor country like Botswana contributes 0.39%
of total capitai while Nigeria provides 9..4%.

In order to avoid extreme disparities minimum and maximum
subscriptions are set at the equivalent of 1 million and 30 million units
of account. l/ The capital stock was originally divided into 25,000 shares,
with a par value of 10,000 UA each. Half of these shares were subject to
call when required by the Bank and the other half were in the form of paid-in
shares. The paicd-in shares are payable wholly in gold or convertible
currency. (In the IBRD, ADB, and IDB, a portion of each subscription is
payable in the currency of the member country.) The Authorized Capital
was increased from UA 250 million ($300 million) to UA 320 million ($38k4
million) at the Annual Meeting of the Board of Governors in 1973. Addi-
tional share subs2riptions are on a voluntary basis.

1/ The AFDB uses a Unit of Account (UA) as its bookkeeping currency. A
Unit of Account is equal to one SDR or approximately $1.206, as of
12/31/73.



The uncalled capital provides a reserve which can be called
1f the Bank ever faces a liquidity crisis. The uncalled capital can also serve
as backing for any ordinary capital loans AFDB might secure from bilateral
donors or on the international money market. The uncalled subscription thus
serves as collateral for future funded debt. As of December 31, 1973, AFDB's
capital structure was as follows: '

Authorized $384,000,000
Called $149,604,000
Paid-in $125,008,438
Due | $ 24,595,562

(11) Special Capital Resources

. The Bank's Charter makes a clear distinclion between ordinary
capital, paid-in and callable, which is raised from the Member Stetes ernd
which is avallable as collateral for borrowings from international public and
private capitel marlkets; and special capital resources which are governed ty
the agreements signed by the Bank to acquire them. Borrowings for the:e
regources are not backed by the callable capital of the Bank. The two tyrpes
of resources are strictly separated by the Separation of Funds Article (11).
These resources may not be used to satisfy liabilities of the Bank incurred irn
1ts ordinary capital operations, and they must be secured by special pre-isicns
in the agreement between the Bank and the Creditor which the creditor telie-es
necessary to protect its exposure. The use to which the special resour-es =z
be placed, however, is also governed by the provisions of the bilateral zcree-
ment as long as this is not inconsistent with the basic purpose and functicns
of tho Bank a3 opnllcd cut in the Charter, This permits the Danli to contract
resources whose use is restricted to procurement in one or more countriez. a
practice which is prohibited by the Bank's Charter with respect to its crdinary
capital resources. Special resources are accounted separately and appear
gseparately in the B3ank's Balance Sheet .and Statement of Income.

(111) Voting Rights

Voting rights are weighted in such a way as to give the zxmsller
members more than a proportionate share of the total voting power., TIach menter
has 625 votes plus one vote for each share that it holds. A member with tre
maximum of UA 30 million will have 3,625 votes or five times the votinz pcuer
of the smallest member, although its subs:ription is 30 times greater, Le-lzicrs
on most subjects, 20oth in the Board of Governors and in the Board of Dire:ter:z.
are decided by a simple majority of the voting power of those present.

(iv) Arrearages

Arrearages have constituted & major financial problem for
the AFDB in the past, damaging its prestige among those member states wricn
had pald promptly and undermining its credit-worthiness in the eyes of i
potential lenders and the international financial community in general. %hile
the reasons for the arrearages differed in each case, the Bank's early
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inability to commi’ the funda it did have did not presant a persuasive
argument to théss members in izsars. In 1969, arrearages amounted to 408
of called capital. This percentage has been steadily falling, however, and
during the past year it dreépped to 168 of called capital. At the 1973
Annual Meeting in Lusaka, Zambia, the Board of Goverrors took a forceful
position on arrearages and formed a sub-committee to negotiate settlem..ts
with individual member states. One country, Egypt, accounted for 70 percent
of all outstanding arrearages and it has formally agreed to make settlement
over a three-year period. Settlements have been negotiated with the remaining
countries in arrears as well. This resolution of the arrearage problem will
go far toward re-establishing the Bank's integrity as a serious financial
institution.

b. Capital Position

At the end of CY 1973 AFDB had paid-in capital of $125 million,
an increase of $30 million over CY 1972. In addition, UA 30 million ($36
million) of the UA 70 wmillion increase in Authorized Capital ($72 million)
mentioned above has been subscribed by Members. This increase in subsrciptions
plus the settlement of arrearages will bring Paid-in capital to $185.6 million,
over a three~year period.

At the end of CY 1973 AFDB net loan commitments stood at UA 106
million ($127.2 million). The AFDB Board has approved projects totalling
UA 31.0 million ($37.2 miliion) through May 31, 1974. Projects estimated to
cost UA 29 millica are under final appraisal and are expected tp be approved
by the end of the year, for a total yearly lending level of UA 60 million
($72.0 million). AFDB management has established UA 60 million per year as
a lending level over the next three years. It is expected to fnnd this lending
level from the foliowing sources:

(US $ millions)

{(June-Dec.)
Available Capital:l/(Estimates) 19748/ 1975 1876 TOTAL  Per Cent

Capital, New Calle and

Settlement of Arrearages - 22.2 32.1 54.3 30.4
Iean from Government of Libya 29.1 29.1 16.2
Loan from A.I.D. 10.0 - - 10.0 5.6

Loan from Canada (first

loan executed) - 5.0 - 5.0 2.8
Private Borrowings - 35.0 22.6 57.6 32.2
Loan Repayments - 3.6 6.6 10.2 5.6
Net Earnings from Operations - 5.2 7.7 12.9 7.2

TOTAL 39.1 71.0 69.0 179.1 100.0

1/ The $57.6 million projected for borrowings from private sources is the
resource gap which the Bank must £ill. It is assumed that this will be
raised on the private loan market. However, the Bank is actively seeking
additional concessionary financing to reduce the amount it will eventually
have to borrow on market terms.

2/ Against $76.3 million projected to be available in 1974 (including the A.I.D.
loan) the AFDB has committed $37.2 million as of May 31, 1974.
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As a financial
policy matter, the AFDB endeavors to maintain the totel emount of its loan
comnmitments fully cqvered by freely disposable liquid funds or borrowings from
external source: even though 1ts cash flow would nct require additional
borrowings until later ir the decade (A Projected Cash Flow Statement is
contained in Amnex XVI.). This imposes additional costs on the Bank but the
policy 1is essential in order to guarantee the Bank's credit-worthiness to
borrow on private capital markets.

¢. Loan Commitments

Although formally established in 1964, AFDB spent much of its
early period organizing its staff. One of the scarcest African resocurces is
trained manpower. AFDB tried to recruit mainly Africans for -its professional
" staff, but there was strong competition for such people. Experienced financial
administrators were needed by the African member states for their own develop-

ment programs,

AFDB actually began operations on July 1, 1966 with approximately
two-thirds of its stafi recruited from member countries. The first loan uas
signed a year later. During the next four years, AFDB steadily expanded its
staff, prepared project feasibility studies and gained lending experie:ce.

AFDB has now reached the point where it can prepare a steady stream of
bankable projects and commit over $60 million in loans a year. In a relatively
short period of time, it has built a self-sustaining and viable lending
operation. Annual Loan authorizations have jumped from $2.5 million in 1967
to $26.9 million in 1972, $43 million in 1973, and an estimated $70 million

in 1974,

d. Current Income

A statement of Income and Expenditure for 1973 is attached as
Anmnex X. The principal source of income during 1973 was interest from time
deposits of liquid funds. This item accounted for 5.0 mn U.A., approximately
68% of total income, and reflects the early state of disbursement of the
authorized loans. Net income increased from UA 923.5 thousand in 1972 <o
3.25 million in 1973. an increase of 1L4%. This is a reflection of the hisgh
level of world irterest rates during 1973, but it also reflects a significert
improvement in the AFDB's short-term investment policy and management. The
Bank has engaged professicnal investment managers for its liquid funds ard
has meximized its earnings from them.

Operating expenses amounted in 1973 to approximately 5% of
income, after deducting ADF management fees. This compares with 757 for 175
The maintenance of the resident working Board of Directors constitutez a
noticeable burden on the income of the Bank. Disaggregating the experditure:
produces a much more reasonable level of expenditures for the costs cf tre
professional staff. While there is some concern about the high level of expendi-

tures for the costs of maintaining the Board of Directors, it is clear that this
s a matter that is not likely to_be amenable to.change through pressures from
outside the Bank's membership. It should be noted that the Board is a working
Board resident in Abidjsn, and meets regularly on policy matters and to consider

loans as required.



2. Future Financial Performance

a. Future lending level

The AFDB has established the dbjective of camiting new loans
at the rate of UA 60 million (%72 million) per anmm over the next three
years. Since Paid-in capital resources were substantially camitted at the
end of CY 1972, these new commitments must be funded by additional borrowings,
additional capital subscriptions, settlement of arrearages, loan repayments
and generation of net income. A table of the projected sources is included
in Section C.

b. Progpects for Raising Additional Capital

Apsvt fram loan repayments and generation of net income, the AFDB
hag three possible sources for raising the large amounts of capital necessary
to support this level of camitments: (1) Private capital markets; (2) Public
capital markets; and (3) Loans and subscriptions from member states.

Private capital markets constitute the greatest availabilities,
but for various reasons are the least appropriate for the AFDB. The Bond
market, which is the mcst attractive possibility in terms of financial cost
and maturities is not available to the AFDB. While the private bond market
is the most important source of financing for the other regional development
banks, their ability to place issues in dependent on the participation of the
United States in their equity capital and on the availability of callable
capital from the United States. For example, the IDB's. Bonds
oontains the following: "Additional borrowing shall be limited to the amount
of the subscription of the United Stees of America to the Bank's callable
shares . . . in respect of which the United States has taken all action nec-
essary to pemmit payment of any call or calls on demand." In addition, in-
vestors normally require that net earning exceed interest charges by at least
two times. As can be seen in the Projected Incame Statements in Annex XT,
the AFDB's incame will not fulfill this criterion for the foreseeable future.

At the present time, the Bank could obtain a Eurodollar loan
without difficulty. However, Eurodollar loans are not appropriate for the
AFDB's needs. First, the maturity is usually 10~12 years. Second,
the interest rates is tied to a floating rate whereas the Bank loans an
fixed rates. And, third, the Eurodollar loan is disbursed on conclusion of
the contract and interest and repayment are camputed from that date. But
the Bank does not need liquid funds. Because of the normal lag between
camnitment and disbursement, the Bank has approximately $76 million liquid
capital invested short term now. This would satisfy cash requirements for
disbursements for the next three years, but future loan cammitments would
not be covered. In accepting the Eurodollar loan, therefore, the Bank
would reinvest it short-temm returning at least 2-3% less than it costs.
The Bank has discussed such a loan with various Eurodollar institutions,
but for the reasons mentioned above has not followed through to date. In the



financial projections it is assumed that the Bank will obntract a $58

million loan late in 1976. The analysis shows that income generation will

~ support the financial charges of such a loan and the cash flow will
be sutf1c1ent to support the repayment obligations. However, if alternative
sources of financing on more appropriate tems became available they would
be contracted in place of the Eurodollar financing.

Public capital markets have mor e attractive terms but are less
accessible to the Bank, and the availabilities are less than in private markets.
However, the Bank has sucessfully negotiated a $36 million loan with Libya
on ten year terms at 7%, and a $5 million loan frcm the Government of Canada
on IDA terms. AFDB has negotiated with other Goverrments such as Italy and
Sweden but has not concluded any loans to date. The CIDA loan (Canada) can
be replenished by an additional $5 million =hen the present loan is cammitted.

‘Finally, the Bank has requested this $10 million loan from the US.

The Bank has actively sought additional capital fram the oil
producing states cf the Middle East but other thanthe Libyan loan nc loans
have been concluded.

Member states are increasingly supportive of the Bank. As
noted above, agreements have been reached on settlement of arrearages and
the Banks' Board oi Governors voted to increase the Bank's authorized capital
to $384 million at the 1973 annual meeting. An additional $36 million has
been subscribed. As the Bank becomes increasingly important as a source of
capital for the member states the strong member state support is expected to
continue.

In adlition to capital subscriptions, same of the wezlthier
member states, following Libya's lead, are expected to offer the Bank loan
capital on relatively soft terms in support of the Bark's lending pro-

gram.

c. Projected Incame

For the analysis, it was assumed that the Bank would commit
funds at the target level, i.e., $72 million per annum. The sources of
funds for this camitment level were those stated in Section C, 1, b, above.
Income fram interest on loans was calculated fram the estimates of loan
camitments and disbursements. Income from short-term investments was cal-
culated from the funds available in each previous year end plus or minus
the change in cash resulti.ng fram the previous year's cash flow. Operating
expenses were proiected to increase in 1975 with the addition of rew pro-
fessional staff and again in 1978 assummg an across the board salary ircrease.
On the basis of these assumptions, net incame after deducting the statutcry
comuission, is projected to increase from U.A. 3.3 million ($4.0 millicr) in
1973 to U.A. 7.9 miliion ($9.5 million)in 1978, an increase of 139%. Finan-
cial costs in 1978, as a result of the bank's program of borrowings assumed
above, are estimated to reach U.A. 6.8 million ($8.2 million). This expense
is covered by net inoame (less financial costs) 2.2 times, which is fully
satisfactory.



Projected Cash Flow (Annex XVI)

For the analysis, the same assumptions were used, as above. The
projected Statements of Sources and Applications of Funds shows that after a
relatively small decrease in cash in 1974, cash receipts will exceed cash
disbursements until 1977, at which time minor drawdowns on accumulated cash
will begin. It is estimated that there will be net increase in cash of U.A.
66.1 million ($78 million). During the period 1974 through 1978, resources
fram operations and repayments nf loans by member states will equal U.A.
57.3 million ($63.8 million) or 30% of total funds provided. Disbursements
over the period eccount for U.A. 108.4 million ($130 million) or approximately
58% of total applications, while repayments of external borrowings amount to
U.A. 16.5 million ($19.8 million) or 9% of total applications.



3. Quality of the Loan Portfolio

a. Number of Loans and Composition

The identificetion, appraisal and financing of projects in
Africa is difficult. AFDB must compete with other, well-established doror
institutions in Africa to identify projects with a good rate of return.
In addition, most African countries have sources of aid which can be :zecured
on terms softer than those offered by AFDB. Despite these constraints,
AFDB has successfully identified good projects and has made sound loans,
most of which are in the infrastructure field.

' Through May 31, 1974 the AFDB had authorized $168.0 million in
loans for 69 projects in 29 different countries. AFDB has finarced feasi-
bility studies and development loans for national and multinaticnal projectc.
It has also provided $15.4 million in loans to memter-sponsored develcpment
banks in Liberie, Togo, Upper Volta and to the East African Develorment Bank
located in Kenya.

AFDB loans have been concentrated in the fields of transpcrtaticn
(39.4%) and Public Utilities (29.6%). Development lending instituticrs ard
industry have received 13.9% and Agriculture. 17.1%. AFDB plans to snift
this sectoral mix by directing more lcans to the Agriculture field. Ey
comparison, at April 1, 1973 the AFDB loan comnuitments of $89.2 millicr were
divided as follows: transportation loans 43.3%; Public Utility loans 27.27:

AT

development lending institutions and industry 19.7%; and agricultural lcans 13.:°
There has already been a significant shift townrds agriculture fi1me lcaore,

The ability of the bank to increase the percentage of its lending towards
"agricplture will depend in the future more on the type of expertise itc

staff has, than by its desire to assist asricultural projects. We estinzte
the bank may be able to direct 20% to 25% of its future lending to arricultire.
Since a large percentage of the resources of the newly formed African Zre=velcz-
ment Fund will be armed towards the agricultural and rural sectors, thre

harder loans of the bank's resources will still be primarily programmed icr
infrastructure ard industry.

On a regional basis, East Africa has received the second lzrzecst
share of AFDB loans, 28.2% of funds totalling $39.2 million for 1% pr:’ =z
in 8 countries. North Africa was third with 30.5 million or 21.27 ¢ Z.n
for 11 projects in 5 countries, Central Africa with some of tre voor=:sh
African countries has received $20.1 million or 14.Ej of AFDB fung
projects in 5 countries, Central Africa has improved its share :
than 3% in 1971 %c its present 14.6 share. West African courtrie
$45.5 million for 23 projects in 12 countries for 23 different pr
and remained the largest regional recipieu* of AFDB funds. This 2racs
also the largest in terms of populaticn and numoer of memoer countriz:.
Multiregional loans amounted to $3.6 million.

[N OENG]
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b, Disbursements and Pipeline

loan commitments are the result of a development bank's
ability to review and approve loans tor feasible projects. As indicated
in the previous section, AFDB has been successful in rapldly expanding its
level of commitments.

Another indicator of good financial management is the
rate of loan disbursements. Projects need to be well designed and then
followed up closely to incure timely implementation. Unforeseen problems
often occur and a lender must be ready to apply measures to move -
implementation forward. Listed below is AFDB's disbursement record for
approved loans,

AFDB LOAN AUTHORIZATIONS AND DISBURSEMENTS

Year of Authorization Cumulative Disbursement %
1967 ‘ 824,
1968 814,
1969 71%
1970 33%
1971 26%
1972 6%

Based upon the above record and weighting the
performance of all loans; we have conservatively estimated the disbursement
profile of an average AFDB loan as follows:

Percentage Disbursement

Annual Cumulative
Year Two 14 14
Year Three 21 35
Year Four 22 57
Year Five 23 80
Year Six 10 g0

A six year disbursement record is consistent with the
record of both A.I.D. and IBRD, A typical A.I.D. loan will reach the
ninety percent range (90-97%) in approximately six years; reaching 100%
disbursements may require from cne ot three additional years, depending
upon the nature of the project. A,I.D.'s experience indicates that the
disbursement profile of an average A.I.D. loan varies by country, field
of activity (agriculture, transportation, etc.) as well as the complexity
of the project.

- Total Bank disbursements at the end of March 1974
were $53 3 miliion which compares to $12.8 million for March 1972, and
$29.0 million for March 1973. Disbursements as of March 1974 were 39%
of commitments while a year ago they were 33%. This record compares
favorably with the record of the ASIAN Development Bank (ADB).
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From & regional point of view, the highest disbursements
to date are for the multiregional projects (86%) and for North
Africa (4L8%) while no disbursements have been made in Central Africa.

Disbursements are projected by AFDB over the next two
years at $26 million a year, approximately the rate of loan authorizations
during 1971 and 1972. By 1977 the annual disbursement rate should
accelerate rapidly to a level of about $50 million per year.

Considering that AFDB is a young institution, with only a
few years of experience with loan implementation, its record to date
is quite satistactory.

c. Defeults, Payments of Interest

As of April 30, 1974, the Bank had no sub-loans in default
and all sub-borrowers were up to date on their payments of interest.

4. AFDB Organization and Management

a. Organization

The fundamental law governing the Bank's operation is the
"Agreement Establishing the African Development Bank", signed in Khartoum
on August 4, 1963. All powers of the Bank are vested by the Agreement in
the Board of Governors, which is comprised of one Governor from each of
the Member States, usually che incumbent Minister of Finance., The Board
of Governors must meet annually and more frequently if required by special
business. The Board of Governors elects the Board of Directors of the
Bank, composed cf nine members, which is responsible for the specific
credit policy of the Bank, and selects the President and at least one of
the Vice Presidents of the Bank's staff. It is a working Board, and resides
at the banks headquarters in Abidjan, where it makes necessary day to day
decisions on loans and other aspects of policy and operations.. The
President is tha chief of staff of the Bank and conducts, under the direction
of the Board of Governors, the banks current business. He is also the
legal representative of the Bank.

The staff of the Bank is organized along functional lines, as
can be seen in Annex IV, with four Departments headed by Directors who
report to the Vice Presidents and President. At the present time, there
are two Vice-Presidents - one in charge of the Finance Department and one
in charge of the Operations Department.

' 'The Research Department is charged with carrying out analysis
of fundamental economic trends and conditions in Africa generally, and in
Member States specifically. The analyses of this Department are designed
to present a background for the specific analysis required for individual
loans, which is usually carried out by economists, engineers and project
analysts in the operations Department.

12



The Finance Department is responsible for the management
of the Bank's capital resources, including the investment of liquid
capital in short-term earning assets and disbursement and collection
on epproved loans to Member States, and for maintaining the accounts
of the Bank,

The Operations Department is the largest and the most
important Department within the Bank. It is broken into two subsivisions
headed by Assistant Directors for Operations - the Projects Division
and the Loans Tivision. The Operations Department is responsible for the
identificaticn, appraisal and negotiation of loan projects. The AID
grant project for feagibility and final design studies is managed by this
Department. The Projects Division is broken into four sections:
Agriculture, Industry, Public Utilities and Transport. Each section is
staffed by technical experts. The Loans Division is also broken into
four sections: Fast Africa, West Africa, North Africa and Central Africa.
Each section is staffed by economists and generalists. Personnel are
drawn from the Loans and Projects Divisions as appropriate tc¢ staff loan
project committees for appraisal of projects, negotiations of loan documents,
and project monitoring.

b. Sta.f Capabilities

The Sotal number of professional positions in the Operations
Department is 74. Of these, 18 positions represent non-African
professionals rrovided or to be provided by donors of technical assistance
such as UNDP, FAO, AID and others. These 74 positions are broken down as
follows:

Managerial. 6
Loan Officers 17
Economists (Area) 5
Agronomists Y
Financial Analysts 6
Engineers 17
Irrigation
Saunitary
Telecommunications
Power
Civil and Highway
Railway
Industrial
Economists
Agricultural
Industrial
Public Utilities
Transport
Other professionals 7

NN = N~ W W

TOTAL 7k
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An analysis of the staffing of the Operations Department shows a
slowly increasing overall level of professional competence. For instance,
as of April 1, 1973 only 43 of the 74 professional positions noted above
were filled. By April 1, 1974 50 of the 74 positions were filled.

The staff wvacancies are more or less across the board, only a couple
of key categories are critically understaffed; there is no railway engineer,
no public utility economists and only 5 of the 8 senior loan officer posi-
tions are filled.

There i8 an active recruitment program for personnel for the 24 remaining
vacancies, 8 of which will be financed by donor agencies. It is expected that
at least half of these vacancies, perhaps more, will be filled by April of
next year.

The Transportation faction is perhaps the best staffed section, as it
was last year., This is reflected in the quality and quantity of transport
loans which remain the largest category of lending by the Bank and are the
loan category most thoroughly and professionally designed and appraised.

While improvement. in the overall performance of the Operations Department
is necessary, it has shown considerable improvement in the past year and this
is expected to continue. By comparison with the ADB and the IADB, the demands
on the professioual staff of the AFDB are considerably greater, since the rela-
tive advancement and sophistication of the member country borrowers of the
other banks is wmuch greater.

A further demand on the professional resources of the Bank will be the
African Development Fund lending program, which 1s just now gearing up. We
thus feel it is most important for the Bank to continue its intensive re-
cruitment efforts for professionals in the Operations Department and have
assisted their efforts through AID's contacts with the Overseas Liaison Com-
mittee of the American universities,

We do not expect the gaps in the AFDB's staffing pattern to materially
affect the expeditions commitment and disbursement of the AID loan. On the
contrary, the lack of a full staff at the AFDB in the past has been one of
the factors which kept its annual lending rate at a relatively low level.

(The other major factor being the necessary gestation period of new projects.)

The Bank is rnow demonstrating the ability to commit funds to bankable
projects at a level of $50 to $60 million a year even given the 24 vacancies
now existing in its operations department. This rapid increase in its loan
commitment capability augers well for its ability to handle the Bank and
the African Development Fund lending program concurrently. Filling of the
remaining vacancles will provide even more professional staff to handle the
concurrent lending program.
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In fact, as noted elsewhere in this paper, we believe the major con-
straint on the bank in the very near future and the fund in the not too
distant future will be the lack of funds to camit to new bankable projects.

c. Internal Management
(1) Overall Management Control

Management control, while still perhaps lacking in same areas is im-
proving year by year. The Financial Department or overconservative invest-
ment policies, which depréssed the bank's irnicome from liquid assets in
the past, underwant a radical change last year. The Financial Department,
advised by European money managers, invested its funds in short term inter-
.bank Eurodollar loans and similar loans yielding as much as 14% and more.
The resultant high yield from its imrestment portfolio was the major factor
in the large increase in the bank's net incame. A consistant history of pro-
fitable operations will be one way for the bank to establish its worth to
camercial lenders. Therefore, this new policy of the bank may became cru-
cial to its future growth and profitability.

The Operations Department still has 2 key vacancies unfilled. At least
one of these vacancies will be filled by the end of the year. The professional
depth in this department makes up to a degree for the lack of top management
depth. Information flows within the Operations Department are still inhikited
samewhat by a lack of frequent staff meetings, however, the situation has im-
proved in camparison to last year.

(2) Quality of the Professional Staff

The quality of the professional staff is still samewhat uneven. There
are many professionals on the staff whose qualifications and experience are
on a par with their colleagues in any develcpment finance institution. It
must be recognized, however, that drawing competent and highly-traine¢ man-
power from the reservoir of such talent in Africa is difficult, although the
Bank has been successful in this regard, and depletes the supply in the
professionals's hame countries. The Bank's staff is likerally supplemented
by non-African experts, which is a measure of the Bank's willingness to
accept technical assistance to improve the quality of the staff. Nonc-
theless, there are still same weaknesses, and staff improvement is expected
to be a major continuing objective of the Bank's management in the coming
years. It is to the bank's credit that this problem is recognized by the
management and is frankly and openly admitted. The Bank has a considerable
amunt of technical assistance available to it, and it is, for the most part,
well used.

(3) Staff Development

The Bank maintains a liaison with the World Bank with respect to
training for AFDB staff. Staff members periodically are assigned to work
in the World Bank on a long temm basis for practical experience in World
Bank operatiocns. AID and the Bank have also discussed the possibility of
establishing a relationship with the Bank in the area of training for pro-
fessional staff. _
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L. Llending Policies

The structure of the Bank, as reflected in the Bank's Charter, was
designed to permit the Bank to perform the role of an international
financial intermediary, mobilizing capital through borrowing on the
international public and private capital markets, having as security, in
addition to its equity capital, callable capital in an amount in excess
of its paid-in capital.

It was given the authority to borrow, both for inclusion in its
ordinary capital resources and in its special resources. The Charter,
in Article 7, paragraph four authorizes a call on capital when and as
required by the Bank to meet its obligations incurred on borrowing of
funds for inclusion in its ordinary capital resources. This authorization
does not extent to obligations incurred on borrowings for special resources.
The Bank disburses funds against authorized costs but not yet disbursed,
even though committed in loans, can be invested in liquid earning assets,
avallable for transformation when needed.

As with <he other public Regional Development Banks, the Bank is
authorized to finance specific projects or groups of projects. It is
not permitteé to finance programs. It can extend global loans to African
national development banks or other suitable institutions in order that
these Borrowers may in turn finance specific projects in support of the
Bank's objectives.

Included in its lending criteria are requirements that the Bank
evaluate the prospects for repayment, the suitability and reasonableness
of the terms for the requirements of the project and that the borrower
does not have satisfactory terms available to it from other sources.

The Bank 18 enjoined to use sound banking principles in all of its
operations, and to abstain from the assumption of a management role in
any institution in which it has an investment.
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3 Bquity investments

The Bank is authorized by its charter to make equity investments, and
has used this authority to pramote the development of additional financial
institutions for sub-regional development, private sector development, and
national development. It has made an equity participation in the East
African Develocpment Bank ($1,000,000), in the SIFIDA, a new institution
arganized along the lines of the IFC ($500,000), and in the Sierra Ieone

Develogment Bark ($120,000).
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D.‘ THB AFRICAN DEVELOPMENT FUND
1. Initistion of Operations

During the past year, the African Development Fund (ADF) has emerged
a8 an important institutional development in the AFDB's growth and expansion.
Its importance lies in its ability to mobilize capital in significant amounts
from industrialized countries at no cost for relending to the Bank‘s member
states. The terms of ADFF loans are most concessional and therefor more
beneficial to Africa's poorer countries than the Bank's Ordinary Capitel
Resources. The Fund was officially created on November 29, 1972 when 16
industrialized countries met in Abidjan to pledge support for the creation
of the new Fund. The first ADF Board of Governors meeting took Place in
July 1973 and the first Fund losn was epproved by the ADF Board of
Directors in January 1974,

2. Reasons for Establishing the ADF

The Bark (AFDB) lends on medium terms -- an average loan bears
interest at 74 and has a maturity of 20 years. These terms are roughly
comparable to these of other internationsal lending institutions; the IBRD, the
Inter-American Development Bank and the Asian Development Bank. Such terms
are better than terms on the international commerciel money market, but fall
short of the terms offered by A.I.D. and IDA. 1/

Out of' the 25 relatively less-developed countries, 16 are in Africa.
These FILDC's have a need for basic development investment but most are under
severe balance of payments pressures. They have difficulty servicing
medium-term loans.

In addition, projects which are directly productive or self-
liquidating can service AFDB medium-term loans. There is a problem in the
vVery poor countiries where many project have a social, indirect or long-term
vay-off (such as projects in education, rural agricultural development, family
Planning, etec.). Projects in these fields may be of key importance to a
nation's ecoromic development but if they have to service a medium-term
loan they often end up ranked below a road, dam or electrical generating station.

To meet investment needs in countries with balance of payments
difficulties and for those Projects with an indirect or social return,
lrans on more ccncessional terms are required.

3. The African Development Fund

Given the counstraints on the AFDB's ability to borrow and relend on
medium terms, and given the requirements of its member countries for longer term
loans, the dBoision was taken AFDB decided to go outside the ordinary
capital structure of

percentage, indicating the degree of concession. AYDB terms have a grant
element of approximately 18%. World Bank loans range from 15-254, depending
on the sector. International momey (#uch as Euro-dollars at 10£ interest,
Do grace period) would have a zero grant element. A straight grant has a
100% grant element and an A.I.D. loan (2-3%, 10 years grance, year
repayment) approximately a 67 grant element.
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the Bank, with its limitations on membarship and management, and to seek
capital from the Industrialized countriee. The Bank's management -ealized
that to do so would neceasitate a dilution of control over the leriing policy
applicable to funds made available to the ADF.,

4, BStructure of the Fund

ADF policy is set by the ADF Board of Governors, representing donor
countries and i3 implemented through a separate ADF Board of Directors
vhich meets periodically in Abidjan to consider loans and policy matters.
The Board of Directors is comprised of 12 Directors, six of whom are elected
from the donor ccuntries and six from the Board of Directors of the AFLH,
Day-to-day operations of the ADF are carried out by the management of thre
AFDB, and AFDB staff appraise projects for ADF finencing. AFDB is reimbursed
for the staff costs for such services by the ADF, The ADF's presently
subscribed capital of F,U,A. 90.6 17 18 to be pald in accordance to the
following schedule: .

1974 1975 1976 Total

US$ 000's

Subscriptions by current parti- :

cirants 2/ 28,500 28,500 28,500 5,500
Expected subscriptions from

Belgium and Italy 4,800 4,800 4,800 14,420
Total Available 33,300 33,300 33,300 £3.9¢c0
_mmmm
Cumulative 33,300 66 600 49,900 59,900
——===-=:=====m

5. Current Cperations

The African Development Fund has, within the very short period cf
its existence, demonstrated 1ts project financing capacity. Between Jariary
and May, 1974, the ADF Board of Directors has approved nine projects ard
studies involving a total commitment of F.U.A. 21 million ($23.1 millicn).
At the current pace of lending and in view of the status of the projects in
the pipeline, there is a high probability that the Fund's original finzrcing
objective of F,U,A. 30.0 million set for 1974 will be easily surpassed and
that an amount of F.U.A. 4O million ($44.0 million) will be achieved,

l/ The ADF uses a different Unit of Account than the AFDB. The Fund ok o
of Account (F.U.A.) is equal to US$l.1l as of December 31, 1373.

g/ AFDB, Brezil, Canada, Denmark, Federal Republic of Germany, Finlari,

Japan, Netherlands, Norway, Spain, Sweden, Swiss Confederation, United
Kingdom, end Yugoslavia. ~
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6. Future Operations

As of May 31, 1974, 61 projects representing potentizl loans of
F.U,A. 190 milllon ($209 million} had been identified for ADF financing,
and efforts are continuing to identify new projects. In.view of these
projects requ{ring financing, ADF management has established the following
projected comnitment level: :

1974 1975 1976 Total

US$ 000's |
, _ L4, 000 66,000 88,000 198,000
Cumulative 44,000 110,000 198,000 198,000

This projected commitment level leaves a resource gap of $98 million over
the three-year period. In view of this gap, the-ADF Board of Directcrs
has requested the Board of Goveruors of the Fund to seek a doubling of the
equity contributions of the external donors.

E. U.5. GOVERNVTNT RELATIONSHIP TO A¥DB -

Since its inception, encouragement of the AFDB has been one of the
cornerstones of U.S. development policy in Africa. AFDB's and A.I.D.'s
policies of encouraging regional development programs, stimulating inter-
African cooperation and promoting self-help efforts, are coumpletely harmecnicus.
AF0B's programs meet A,I,D.'s assistance strategy for the 1970's. For
example:

-Multilateral coordination. At least 16 other donors are now, or
wlll soon be, assisting AFDB.

-A,I.D.'s emphasis on the Relatively Less Developed Countries.
Sixteen of the world's 25 RLDC's are in Africa and are served by
AFDB.

-The promotion of regional cooperation and regional economic develcp-
ment. - The encouragement of regional activities is a major AFDR
objective and ATDB provides a point of coordination for 39 independent
African States.

-Placing the responsibility fcr development on the LDC's themselves.

The United States has, therefore, while recognizing its problems, supported
AFDB's development into a viable financial institution controlled by Africans
and responsive tc African developmental needs. This support hes been msni-
fested by public statements in favor of the bank, by private consultaticns
with other developed nations encouraging their support .for the bank. oy
technical assistance to the bank itsel!;, and perhaps mostly demonstrably. by
the provision of U.S. funds for bank economic and technical studies.

Part of AFDB's increasingly improved record is due to U.S. provided

technicael assistance. Actual and potential U.S. support for the Bank falls
into four areas:
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-the existing A.1.D. Technical Assistance Grant to the Bank;
=the proposed U.S. contribution to the African Déveloynent Fund;

-the proposed A.I.D. Grant to finance econcmic and technical studies
of projects in the Sahel; and '

-this Direct A.I.D. L.oan to the Bank. .
The U.S. relationship with the Bank in these areas is as follows:

l. The A.I.D. Technical Assistance Grant

On June 27, 1968, under the authority of Section 206 of the U.S.
Foreign Assistance Act, A.I.D. signed an agreement with the African Develop-
ment Bank to provide grant funds to enable the Bank to finance:

-arrangements with U,S. firms for economic feasibility and
other studies," .

-U.S. technical assistance to increase the Bank's competence
to carry out its functions, and

-preparation of final design, cost estimates, construction plans,
specifications and tender documents,

The A.I.D. agreement originally provided that the studies funded
from the grant could be in areas such as power, water, regsources, tele-
communications, transportation, agriculture, and economic integration and,
for general activities which contribute to the economic development and
social progress of Bank members - individually and Jjointly. As a result of
the priority sectors established in the new A,I.D. legislation, the agreement
has been modified to restrict the use of the grant funds for future studies
to these priority areas.

The agreement has been amended a number of times to modify its scope
and to add funds. A total of $4,785,000 has so far been made available.
Annex VIII sulmarizes the status of the Grant funds as of April 30, 197hL.
The table shows that $3.1 million has already been committed, i.e., Letters
of Implementation have been issued by A.I.D. (REDSO/WA) to the AFDB permitting
it to sign contracts. In addition, agreement in principle has been reached
on three studiss estimated to cost $1.1 million, for which contracts are
expected to be signed before the end of August 197h.

The pace of activities under the A.I.D. Grant has increased drarma-
tically. During the first 4 years of the Grant, from June 1968 to June 1972,
approximately $722,500 had been subobligated. Between July 1, 1972 to
May 31, 1974 $2.4 million was subobligated and an additional $1.1 million is
expected to be coomitted within the next three months., ‘While the A.I.D.

Grant to the Bank was the first of its kind, a pattern now has been established

t
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and four other donors have agreed to provide grant funds for feasibility
studies and technical assistance: Sweden ($500,000), Canada ($700,000),
Netherlands ($200,000), Belgium ($350,000). "

2. U.S. Contribution to the African Development Fund

Although the United States has been a constant supporter of the
African Development Bank as an important regional organization, and has
been very supportive in the creation of the African Development Fund, the
necessary Congressional action to auth orize U,S. participation in the Fund
has not been completed. In August 1973 Senators Humphrey and Javits intro-
duced a bill to authorize U.S. participation and that bill is under considera-
tion at this time. The amount of the participation would be:$15 million
spread over three years.

3. Special Sahel Grant

In view of the AFDB's important role in African affairs and its
ability to identify, appraise and finance development projects in the
region affected by the drought a $2.0 million grant, to be funded from the
Special Appropristion, has been negotiated with the Bank. A tentative list
of studies has been jointly drawn up by REDSO/WA and the Bank and terms of
reference for three of the studies are now under final preparation in the
Bank, It is expected that these projects, if they are found to be viable,
will be presented to the ADF Board for financing. This grant will, therefore,
multiply capital flows, for well-studied projects, into the affected zone.

F. REPAYMENT PROSPECTS

No difficulty is contemplated in connection with the interest payments
or repayment of the loan by the AFDB. 1In addition to the solidity of the
AFDB itself (see Annexes VII, X, and XI), each subloan obligation will be
guaranteed by a Member State(s) where the Sub-borrower is not itself a
Member State(s). Repay ment of the Subloans will be made in freely conver-
tible currensies.

To insure repayment, we are primarily relying on AFDB's ability to make
sound loans. AFDB has steadily built up its technical expertise and has a
capable staff (see Section C-4). Good subloans will generate income which
will service the debt. AFDB's record to date indicates an ability to identify
bankable projects and to implement them satisfactorily. (See Section C-3;)
The Member States think of AFDB as their own development bank and closely
identify wirh its success. All AFDB loans which are to some of the world's
poorest nat ons are current on principle and interest.
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G. CONDITIONS PRECEDENT AND COVENANTS

1. Conditions Precedent

Following AID/W's approval to enter negotiations with the AFDB in
June 1973, the following points were negotiated as conditions Precedent
prior to disbursement:

a. A certified'copy of the resolution passed by the AFDB's Board
of Directors authorizing its President to negotiate and sign the loan
agreement;

b. A certified copy of the resolution passed by the AFDE's Board
of Governors ratifying the action of the Board of Directors specified above;

c. An opinion of AFDB's chief legal counsel that the loan sgreement
constitutes a valid and legally binding obligation of the AFDB;

d. A statement of the names of the persons who will officially
represent the A¥DB and specimen signatures of such persons;

e. A copy of the form of Subloan Agreement the AFDB will use; and

f. Certified copies of the AFDB charter, by-laws. and other docu-
mentation governing the conduct of AFDB's operations, including basic terms.
interest rate structure, rules, regulations, policies, and procedures to
be used by the AFDB in making Subloans.

2. Covenants

General covenants will provide for faithful project performance
including the provision of any additional funds by the AFDB, continuin
consultation, efficient management, tax and duty exemptions, proper ubilizi-
tion of goods and services, mairt enance and audit of records, reports, and
inspections. Covenants relative to procurement will limit procurement to
Code 941 countries and require reasonable prices, insurance and 50/50
shipping, notification to U.S. suppliers, and information and marking,

Special covenants will include those covenents and warranties usually
made by a corporation when it acts as a borrower.

H. IMPLEMENTATION PLAN

1. Responsibility for Implementation

Primary responsibility for the over-all implementation of the preject,
will rest with tke AFDB, A.I.D. will monitor the implementation throush
its REDSO/WA office located in the same city as the AFDB.
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2. Sub-loan Approvals

Each commitment of AID funds in excess of $1.0 mn in an AFDB sub-loan
will require prior written AID approval. This is necessary to assure that
certain basic statutory criteria are met, the most important of which is
the eligibility o7 the proposed Sub-borrower. Projects and countries
normally eligible for A.I.D. assistance under the FAA will be eligible for
AFDB sub~loans. In view of the AFDB's record of thoroughness in project
Preparation and REDSO/WA's experience in approving sub-projects under the
existing A.I.D./AFDB feasibility studies grant, it is believed that this
review and approval process need not be exhaustive. Implementation Letter
No. 1 will prescribe a simple Sub-loan approval application for use by the
AFDB. (See Annex XII.)

3. Environmental Impact

This project should not have any direct environmental impact. ‘
A.I.D. will, however, examine each proposed Sub~loan for any such adverse
effect before granting its approval. (See Section H-2 above.)

4. Implementation Schedule

We plan to commit the funds in a short period, hopefully in 1 to
14 years. The proposed implementation schedule is as follows:

ACTION DATE
Authorize loan , June 1974
Execute loan agreement June 1974
Issue Implementation Letter No. 1 June 1974
Satisfy Conditions Precedent September 1974

Issue first lette:r of commitment and/or other
commitment docunent

(Terminal Gate for requests for letters of
commitment or other commitment documents) November 1975

(Terminal disbursement date of loan) May 1979

November 1974
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ANNEX I

Page 1 of 2
Draft Authorisation A.I.D. Loan No, 698-N-014
Cap. Asst. Paper No.
AID/DLC/P

Project No, 698-22.920-127

CAPITAL ASSISTANCE LOAN AUTHORIZATION
Provided from: Development Loan Funds
Africa Regional: AFDB Development Lending

Pursuant to the authority vested in thﬂ Admin*ltrator of the
Agency for International Development ("A.I.D, by the Foreign
Assistance Act of 1961, as amended, and the delegations of
authority issued thereunder, I hereby authorize the establish-
ment of a loan pursuant to Section 106 to the AFRICAN DEVELOP-
MENT BANK ("Borrower") of not to exceed TEN MILLION ($10,000,000)
U.S. dollars to assist the Borrower in financing the foreign
exchange costs of goods and services for the making of medium-
and long-term loans to public and/or private entities in Africa
to promote the economic and social development of the Member
States of the Borrower ("Sub-borrowers"), subject to the
following terms and conditions:

1, Interest Bate and Terms of Repayment

The Borrower shall, in United States dollars:

/1) repay the loan to A.E.D, within forty
(40) years, including a grace period
of not to exceed ten (10§'years;

(11) pay A.I.D. interest on the unpaid
principal and any interest accrued there-
on at the rate of two percent (2%) per
annum during the gesace period and three
(3%) per annum thereafter,

2, Other Terms and Conditions

(a) Goods and services financed under the loan shall
be procured from countries included in Code 9l1
of the A.I.D. Geographic Code Book, excluding
the country of the sub-borrower.
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" (b) Such other terms and conditions as A,I.D. may
deen advisable.

KERIRTFtTator

" Date



ANNEX II
Page 1 of‘2 Pages

AFRICAN DEVELOPMENT BANK LOAN
Certification Pursuant to Section 611(e) of thé

Foreign Assistance Act of 1961, as amended

I, David Shear, Director of the Regional Economic
Developnent Services Office, West Africa, having taken
into acccunt among other things:

A. The existence of the African Development
Bank ("Bank'') as a viable credit institution in Africa
and the role it can play in promoting a dynamic develop-
ment program for the respective African countries;

B. The requirement for additional sources of
loan funding if this Bank is to be in a position to
encourage and foster the development of the extensive
human and natural resources of Africa;

C. 7The progress the Bank has made in building a
competent and trained staff and developing a portfolio
of loan and equity investments of considerable worth
to the economic development of its member states;

D. The steps the President and Board of Directors
have taken to lay the basis for a sound expansion of the
Bank's resources for the benefit of its member states,
including planned borrowing on the world's capital markets
and borrowing from bilateral donors other than the United
States; and

E. The past and present management of its own
capital resources,

do hereby certify that in my judgment the Bank and the
member states of the Bank have the financial capability
and the human resources capability to implement and
effectively utilize the subject capital assistance project.

This judgment is based in part on the following:
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1. The requirements placed on the Bank and its
member states to maintain and utilize other projects
previously financed or assisted by the United States.
Of particular significance in this regard is the out-
standing performance of the Bank in the implementation
and effective utilization of a $4,785,000 A.I,D. grant
for economic feasibility and other studies.

2. The demonstrated ability of the Bank to

appraise and commit funds for their financing at an
increasing rate.

3. The achievement of an orderly and satisfactory
disbursement rate on funds committed to approved projects.

Wy

David Shear

May 30, 1974



CHECKLIST OF STATUTORY CRITERTA
T

kg »
In the right-hand %higin, for each item, write answer or, as appropriate, a
suwary ofi:reqyired discussién, As hecaessary, reference the section of the
Capital Agsistance Parer, or other clearly identified and available documei:t,
in which fpe matter ie further discussed. ‘ ‘

' !ﬁﬁ%f?liAn#?‘ abbreviations are used in the checklist:
513A§¥grore1gn Aﬁsistaﬁce Act of 1961, as amended
;3%A. 1973 ;gForeign Assistance Act of 1973
'ibp. - Fonﬁign:Assistance and Related Program’Appropriation Act, 197L

. MMA - Merchant Marine Act of 1936, as amended. :
MOTE: Herein "country” shall mean borrower "AFDB or Bank" and/or the countries

‘4 .. that are bapk mewbers, "Member States."
I;E'FULFIIIMENTF " STATUTORY OBJECTIVES

A: Weeds Which the Loan is Addressing

. 1. FAA Decticn 103. Discuss the extent The member atates of the AFDB

" to.which the loan will alleviate starvation, gre implementing projects of this
hunger «nd malnutrition, and will provide ~ nature, although this loan is not

~‘basic services to'poor people enhancing specifically directed to this
their capacity for self-help. purpose.

2. FAA Section 104, Discuss the extent .
- to which the loan will increase the
opportunities and motivation for family .
planning; will reduce the rate of .population
growth; will prevent and combat disease;
and will help precvide health services for
the great majority cof the population.

T

‘Kot Applicable

. 3. FAA Section 105, Discuss the
extent to which the loan will reduce
illiteracy, extend basic education, and
increase manpower training in skills
related to development., '

Not Applicable

h. FAEéSectioq_lgﬁ. Discuss the Three of the Borrower's major

exlent to which the loan will help solve
economi¢ and secial development probilems
in rields such+as transportation, power,
industry, urban development, and export

development, ' , i

MAY 197L -

operational divisions are in the
transportation, power and industry
fields. The proceeds of the loan
may be used to finance projects in
*these areas.



5. FAA Scction 107, niscuss the
extent to whieh (e Toan w111 gupport the
. general cconomy of the rccioiﬁ?t country:
or wil) suanoret develonnant purorrars
conducted by private or internagional
ofnanizations, .o '

B, Usa of Loan Fuuids
1. FAA Sectiea 110, Uhac'

' @a8surances Rave bien OF wili ve made
that the recinicat country will provide
at least 25% of the costs of the entire
'program, project-.or activity with résnact

2t0 which such assistance is to he furnished

under Sections 103-107 o€ the FAA?

o
2.7 FAA Snction 111, Discuss the
extenl Lo which Lie loan will streasthon
the participaﬁion ot the urhan and rural
poor .in thelr countyy's develonient, and
will assist in th2 develonment: of
cooperatives whick vill enalle and
ehgourape greater rumhers of poor neople
to halp themselves toward a hotter life.

3.7 FAA Sectich 112, U111 any nart
of the loan be usad to conduct any nolice
‘trainin~ or related program (other than

assistance rendered under Scction 515(c)
“of the Ounibus Crime Control and Safe .

Streets Agt 6f 1968 or with resnect to
any autmofry of the Drug Mniorecenment .
Adrinistration of the TAI) in a Coreign
comtry?

&, - TAA Scction 113, Describe the
extent tﬂ‘ﬁtﬂg?-5&=wrnzrnmn,'yrojocts or
: nctivitl"sifn e fivnanesd upder the lean
alve nartienlar attencion to tne interra-
tion of women into the national economy
of fhoyreedpgant conntry,

' Not Applicable.

- In view of the regional character

of the proposed AlD assistance, the
. loan falls outside this restriction
‘and is claseified as an Africa
Regiomal project.

The objective of the loan is not
diroctodAlpocifically at these
problens, However, ingofar as
"rural roads and urban sewarage

~ #ystems may be financed from the

loan, the urban and rural poor
would benefit thereby.

" No.

Women in Africa now enjoy an inm-
portant role in national social and
economic affairs. This loan project

-1 neither needed nor designed to

alter social values and structures

"Oith.r to disinish or enhance that role



"' 5. FM Section 114, iM11 any nort .  Bo
of the loan be used to nay for the per-
forndncd o f - akortsons as a method of

fanily nlamnine or to motivata or coeree

syt perdn *be. practice ghortions?

+ COUNYRY PERPORVANCE
A% .iftgr;ii Towatdanountry-Gonis:
FAA_58201(h) (5)._201.(h) (1) ,

20;(25 (8), 708, " "Diselss the extent
to vhieh-tha country is: ,

'(a) ‘Makingz apyropriate efforts
to incrense food nrocduction and

Each of the Member States is
implementing projects to
increase food production.

imnrove medns for food storage .
and distzibution, -

Most of the Member States have

a liberal policy for the pro-
motion of private enterprisge

and are encouraging toth foreign
investors and national entre-

preneurs, There are no specific
restrictions concerning private

ont ise developament and, it
‘1';1 inhond tflnt priv: olaou:rces
by
nmn gg .c%ﬂ‘bﬁiﬁgtlmf%p.d.
The bnilifor the pxt::;ont loan
BRI Do Dur a1 Profi cated upop
help measures being taken
the Member States this field.

(b) | Creating a favorahle climate
for foreign and domestic orivate
enterprise and i{nvestment:
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(c)fffhcrenslnu tha people’s role in

‘the ‘evqupmental Procaoss

(d) Allocatine exnenditures to
developuent rather chan to -

unnecessary military nurposes or

intervention in other free
countries' affairs:

- .
(e) Willing 'to contrihnte funds
‘to the vroject or propram:

(f) Meking economic, social and
political reforms such as tax’
collection improvements and .
changes in land tenure arrangenent
and reking progress toword respect
for the rule of law, freedom of
expression ard of the Press, and
recognizing the importance of
individeal froedon, initiative,
and private eaterprise;

The Member States are cognizant

of the necessity to mobolige

the mass of people in overall
development programs. s s )
result, considersble efforts are
being made in the educational
area and in a vide variety of
rural developaent projects at
the village level.

The level of pili tary expendi-
gur:a in mg::ior the Member

t v ted to that
r .uzgeéato aaagre ghe?? own
internal order and stability,
See I-D-2 thigs Annex,

The Member States have and are
continuing to mske contribtutions
to the AFDB for development
lending. This loan is an adjunct
to thoge contributions.

The Member States generall¥

ve prolrana concerned with the
more efficient control of govern-
ment spending, the formation of
a more equitable tax base, and
more effective tax collection.

sonable progress is being made
as far as stability, freedom of
expression and of the press, and
as indiceted above, igportant
programe are being carried out to
train the people to productively
assist in economic development.
Private enterprige is enerally
encouraged both for nationa]
entrepreneurs and foreign
investors,



(¢) Responding to the vital cconomic,
yoliticel end socinl corcerns of ite.
‘people, mnd demanstrating a clear ,
detornination to take cffective self-

" help rmeagures.

i.’ Relat!dn: with the' 'nfted Srarag
1_ . » bt -

;x 1., FAA Sec. 620(c). If assistance
T to & Fovernmant, is the fovernment
indebted to anv V.S, citizen for fpoods

or services furniszhed or ordered where:
(8) such citizen has exhaustod avall-

able lenal -reredics, including arhitra-
fion, or (b) the debt ig not denied or
contested bv tha sovernnent, or (c) the

- -indebtedness arises under suci: rovern~

-Meat's or a precdecessor's unconditional
guarantee?

: 2, TFAA Scc. 620(d). If the loan
is intended for construction or onora-

tion of any productive enterprise tlhat

wil). comnete with IS, enternrisc, has

tie country apreed that it vi11 catabhlisn
'-annropriaté nrecedures to prevent exnort

to the U.S. of more than 207 of irs cnter-
nrises annual nroduction during the life of
the loan?

3. FAA Snc, 629(n) (1), 1If assistanca

. -
1s to a govarnment, has the cowntry's novern

ment, or any asancy or sahbdivisdon thereof,
(2) nationalizad nr exnronrialad prenerty
ormed by U.S, citizens or hv any business

entity not less than 577 heneficiallv ownod by

U.S. citizens, (b) talen stens to repucdiate,
or nullify ekistine contracts or amrecrents
“wlth such citizons or rtitv, or (c) imnrosed

or ~nforced discriminatory taxes or other
exactions, or restrictive majintemance or
operation conditionn? 1f so, and rore than

s8ix ronths has elapsed since such ocetrrance,

1dentify the docuwrant indicating that the
rovernment, or amppronriate accency or ~uh-

division thereof, has tacn amnronriate stens

~ fo dincharpn its eblieations undor intevnational
' 1f less thar
61 ronths has alansnd, whae steps, 3 anv, has

law torard sueh eitizen or ontity?

At taken to discharne Lts ol {eations?

- attempt
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Member States generally are

g through the building
of a resource base b increasing
export cropas, through regional
development pro ams, and agri-
cul tural progec 5 at the village

level, to effectuate economic and
social reforas for the improvement
of living standerds.

None to our knovledge, with the
possible exception of Algeria.

It s not expected that any
enterprise financed under this

Project will compate with u.s.
enterprise.

No to (a), (b) and (c) to the
best of our knowledge, with the
possible exception of Algeria.

In addition, in 1966 o plantation
belonging to U.S. citizen Knieb

‘was expropriated in Tanzania.

Appropriate steps were taken ty

GOT to discharge its otligations

and agreement was reached 1n 1968,
Compensation for additionsl farmg
expropriated in 1973 i, teing
processed and the GOT appears to
be proceeding in good faith,



b, TFAA Sce. 629(i). lYas the country -
pcruittcd, or Jailcd to take adequate
noesurce to prevent, the dsmage or

. destruction by xob action of U.S. properiy,
*and failed to tgke .2pprovriste meazures to
"prcvcntﬁa raturreace and to mrovide adequate
~conpemsttion fof such damage or destruction?

L]

5. FAA Sec,520(1), Mas-the povern-
Ncnt instituted an investrpent guaraaty
~“program under FAA See. 221(E) (1) 234(a) (L)
for the spacifiic ristis of inconvertibilitv and
exnropriation or ceiafiscaticn?

H

6. TFAA 5620(0). Plshorman's
Protective Act gf 1254, as eusndnd,
Section 5. iles the country Stlacc, or
imposed eny penalty or sonction against,
any U.S. fishing ecctivities in 1ntcrng—
tional vaters? I, us a resullt of a
selzure, the U.S.G, has made reinbursemant
under the provisions of the Fisheranan's
Protective Act end such emount has not
been paid in full by the seiting country,
Sdcntify the dosuacntativn vileh Ceseribis
.heow the withholding of assistance under
the FAA hes besn or vill be eccomplished.

T. FAA Sec. 620{a). Ies the
country beer in default, during a neriod
in excess of six mounths, in puoyment to
the U.S. on any FAA loan?

,

8. YAh Sec. 020(t). Have diplonatic
relations betweoen Lire country and the u.s.
been severed? If so, have they been
renewed? '
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No

Yes, exeopf Nigeria. However,

-one is currently under negotia-
-'tion in Nigeria and Libya.

No

No, except C&meroon, Mali,
Somalia, and possibly Dahomey

i

No, with the exception of algeria,
Congo, Guinea, Uganda and Libya.






S

(‘3 is fhe cd&ntrv divertino H S
elopmnnt apsint anca: or PI, 430

1aa1es to ﬁ;litar" oxpenditurﬂe°

(3) Is the country divnrt*nn its
own resources to unncessary mili~

tary exnendituces? (Findinss on

these qdeqtinns ara ‘to ba made for
each country at least once each
fiscal ycar and in addition, as ,
often a8 ‘may be reqnired by a material
change .4n ‘relevant information.)

e

CONDITION OF THE LAl

A. General Spurdness

Interest and Repayment

I, FAA 85202(a), 201(b)(2). 1Is the
rate of intercst excessive or unrcasonable
for the borrower? Are there reascneble
prospects for repeyment? Vhet is the
grace period iaterest rate; the rollowing
period interest rate? Is the rate, of
interest higher then the country's appli-
ceble legal rate of interest.

Financing

1. Faa 6201(v)(1). To what extent
can financing on rccosonzdble terns be
obtained from other frcc-world sources,
including privatc sources withia the U.S.?

Econonic and Technical Soundness

©o 2. FAA 82000(b)(2), 201(e). Tac
activity's coconenic and technicel
sovinduens Lo undertske lsong dees Sie
Loan epplication, logether with infor- .
mation and assurancas, indieale that
oty wELD bee waed in aa cconomicnlly
nnd _technically sound imanner?

Poge B of 18

;No, except for Uganda, Litya

Snrmalia. and Rowné

No. ‘See Section C,2 of “he CAP.
Yes. See Section F of the:CAP.
Two percent and three percent.
No.

Thé' resources provided under this .
_prgject are required and are in )
adgftion to those provided from other
frép world sources. Several donors
.ar¢,participating in the overall .
development of the Member States, and
AID has agreed to consider this .
spe¢ific project. Private U.S.
fifgncing for this project is not
avillable.

ch, See Sections A-H of CAP,
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2. PMA 8511(e){1). lave enzineering, Yes. Bes Bection C of CAP.
finencial, end ogher plaus necessary to
cerry.out cssictence, and a reesonable
" firm estizote of the cost of essistznce to
the U.S., teen completied?

‘3. FAA B612(b); Ann. 8201, If the Not applicable.
loen-or g=ant is for ¢ weier or releted

land-rescurces construztion project or

Prograzn, .do planz include g ecost-

benefit cozputation? Doew the vroject

-OF progrex neet the »slevant U.S.

construction standards and criteria

used ‘in determining feasibility?

. FAL 8511(c). If this 4s a 'es.. See Annex ]I
Capitel Assistance Project with U.S.
Tinancing in excess of $1 aillion, has
the principal A.1.D. officer in the
- country certified as to the country's
capebility ¢ffectively to maintain and
~utilize the project? .

B. Relation to_ Achievement of Countrv
+ and Hegional Goels

<Country Goals

1. FAL §8207, 2%1(a . What is this This project has as one of
loan's relstion to: : its primary objectives the
: $ncouragement of productive

(2) Institutions needed for a enterprise within the

countries' overall economic
development programs as set
forth in their respective

democratic society and to assure
Raxizunr participation on the rexrt
of the pcople in’ the task of economie

developnenti? Plans.
~(v) Enzbling. the country to moot It is expected that several
its food recds both from its om of the Subloans to be made

by the Bank will be in the

resources and through developnent,
rurel transport sector.

Wwith U.5. help, of infrastrueture -
to support inecrcascd egricultural The project may not directly

productivity? trsin manpower. However, by
’ - affording the resources

(e) Meeting incrensing need for whereby Africean profeéssionals

traincé ranpouer? ' it the Witk and the Member

Btates ¢un1’ P;'j ngd 1t
-SAnage \l projects
vill comtribute greatly’to
the development of vital
skills.



'(4).Developing programs tomeet
T puiblié- health ﬁoodlfﬁ£§ P
1 c"“ Assisting other inportant
econonic, rolitical, and social
developrent activities, dncl fing
incdustricl developmont, growth cof
freg,ebor unions; coopcratives end
voluntaly agencies; i=rrevement of
trarszorteticn and communication
systems; cocpabilities for planning
and pudlic edministrciion; urban
developzernt; end rodernizetion of
existing lavs?

]

2. Faa 8201{b){L). paseribe the

activity's consistency with and relation-
ship to other ®avelcorent activities, and
its conirioution Lo relizable long-renge.
_Objectives, D - A Do ‘

Fﬁi g?ﬂl(b)(Q). How will the

activity %o Le fiaanced coantribute to the
achicverent of self-susteining growth?

L. FAA Ba0a(f). If thic is a project ™

loan, describe how such prpject will

promote the country's ccononic develornent,

’
faking into account the country's human end
reoments aand the

rateriel resource requirome;

reletionsnip betwern ultinate objectives

of the project end overall econcmic
develonmznt. ’

5. Fnra 8201(b)(2). In what ways does
the activity give reascneble promise of
contributing to the davelopment of cconcnic
resourcas, or to the incraase of productive

capacitics?
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Resources could be used for sanitary
and sewerage systems in the Member
Statea-

'The pwoceeds of the loan will be
‘available for industrial development
projects within the Member States as
well as transportation and communicae-
tions projects. Urban development
projJects will be eligible, especially

- sanitary and sewerage systeus

"The loan is consistent with the
development activities of the Member
States of the Bank., It 1s also
consistent with the development
.policies of A,I.D., in the region. By

. fipancing infrastructure projects the
‘proceeds of the loan will contribute

. to long-range objectives.

“The Bank's general pplicy is to
- approve only those projects for

 Tinancing where the economic rate of
reeturn exceeds the opportunity cost
of capital, thus ensuring an excess
of return to the economy over tha
cost of the project.
In general, the Bank attempts to
ensure that projects approved for
financing are consistent with the
Member States' national, sectoral,
and sub-sectoral plans for development

By the provision of resources for
infrestructure projects which
contribute to lowering the costs of
development of economic resources

"~ and productive capacity.
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3

at a proviem or an

wow 18: . wan #02(e +. ‘Indicste the azount
of goney under tuc loan yvhich is: going
Jdisdetly toyp:LVatcﬂcntcfpriae;fgbing'
46 Interredicte credit irstitutions or
‘othor qurcxers:fnr use by private
entérprise; veing uscd to finonce
drports rrom;private'sourtes;aor other-
vice being e to finnnce Protuvomante

drou private sources,
L

N ; A
9. Frr 86110a)(2). Wnat legisletive
- &ction is reguired vithin the recipient
country? thaet is the basis for o ,
reasoneble enticipation that such action
vil) be'corpleted in tinme to permit
orderly accomplish@eht.or purpcses of

Yoan?

'.gégional Gom).s

L. FAA B519. It this loen is
assisting & neuly independent country,
to vhat extent ds the cireunstenecs

‘Pernit suen assistance to be Turnished

uthrough.multilateral orgenizations op’
Plansg?

If thls loan is dircetod
opportunity thet is
Tegionel in nzture, how docs rasyistunce

2. FAA 209,

under this loog cncourage a regionel

developmant drogran? \hat nultileteral
assistence is bpresently being furnished
to the countrv? ‘
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~ (a)'The loan funds will be borrowed
by the AFDB, an intermediste .
financial institution, some may then
be used by private enterprise
borrowers. '

None required,

This loan will be made through:. .
8 multi-lateral organization, :--

This Bank is directed by its charte:
to encourage regionalism through
mlti-national project financing
‘wherever possible.
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k. FA 8808(r), Provide infor-
.;mation measures to b taken to _
‘utilize U,5. Coverm:ment exccss personal
property in licu of the procurczent of
new itens, .

5. “FAh 8602, Vhat cfforts have
been made to éssist U.S, snall business
to particivate cquitadly in the furanishing
‘of cornmoidities-and services financed by
this loen? ' ' - ‘

If the loan provides
technical cssiscence, how is private
enterprise on & centract basis
utilized? I the fecilities of other
. Federel egencies will be utilized, in
what ways ere they varticulzrly suitable;
- are they competitive with privete enter-
prise (if so, explein); erd how can they
be made available without undue inter-
ference vilh dorestic progremns?

6. rau g

21,

T. FAA 8613(c)., If this loen
* involves a contract for construction
thal obligates in excess of $100,000, will
it be on a competitive vesis? IT not, are
there feactors which meke it impracticeble!

8. FAA 5601(b). Dascribe the

efforts mude in connzction with this loan '

to encourcge and facilitete porticipation
of private enterprice in echieving the
purposes. of the Act.

Frocureacnt’

1. FAA BEch(=)." Vill commodily
‘procurerecont oe restrictod to ULS.
except a3 othevvise deteormined Ly the
Presideat?

- 2. FRA BG0k(v), Will eny part of
this loan e used for -bulk comrodity
procuienent ot adjusted vrices hicher
“than the werket price proveiling in
the U.S. et time of purchase? '

ge 14 ot 18

The Benk will be informed of the
opportunity of utilizing the loan
to procure U.S. Government excess
personal property,

For procurement by the Member
States, A.I.D.'s standard small
business advertising requirements
will be required to be met.

No technical assistance is

pravided under this Loan.

Bank policy requires procurement
at lovest market prices available
and public tendering
for public projects.

AID loan funds will finance foreign

exchange costs only for the sut-
Rrojecta. Local costs, including
ooal procurement of goods and

services are financed bty the sut-
borrower and are usually provided
by -locel private enterprise. all

orted goode are purcheased from
private gources.

Yes.

No.
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3. FAA H4obh(e). Will eny part of "o
this  lezn be used for procurement of any
'agrlculturnl cormzodity or product thereof
vuiside tine U.5. when the domestic price of

such cecxmodity is less than parity?

L. FAA 5C0L(f). Will the ageucy 'Not applicable
reccive th2 nuc28sary pre-peyment corvifi-

cation from supnliers wunder a commodity

imrort progzran agreemant as to descririion
.and condition of comiddoties, and on tha
basis of such, determine eligibility and

. suitability for financing?

D. Other Resuviremants In view of the reglonal
: . character of the proposed AID
1. Fih 5201(b). Is the country aong assistance, the Loan falls out-
the 20 courntries in which development loan  side this 1imitation and 1s -
- funds m2y be used to mzke loans in this . _ classified as an Africa Reglonal

fiscal yeer? profect,

. &108

2. App. 5{?). poes the loan . Fot applicatle
egrecnent provise, with respect to capitel
projects, for U.S, approval of coniract
terms and firms? ' )

3. Fin 5620(k). If the loan is for The Borrower has never engaged
construction of a production enterpriss, in financing a production enter-
with respect to which the aggregate valus -prise of this magnitude and has
of essistence to be furnished will cxceed no plans for doing so.
$1.00 million, wrat preporation hes been
made to obtain the cipress approval of
the congress? :

L., Faa 55200v), 620(7);

Has ihe Presidont determinecd that the '
Yes.,

country is nct dominated or conirolled by
the internationz)l Comaunist movemont? IF
the country is o Comwunist country (includin
but not limited to, the ccuntrics listed in
FAA 5620(L)) aud the lozn is intended fow
econonie assistince, have the findins
required by WA 8620(0) end fpo. Broo(u)
been pde and reported to the Congresy?


http:Cco:'L:-.tc

5. FAA Section 620(h). 'what steps have

been Laken to insure thail the loan will not
be used in a manner which, contrary to Lhe
best interest of -the Unilted States, promotes
or assigts the foreign aid projects ol the
Communist-bloc countries?

6  PAA Section 536(i1). Will any part
of thic loan be used in financing non-U.S.
manufactured automobiles? I1f so, has the
" required waiver been obtained?

7. FAA Section 620(g). Will any part of

this loan be used to compensate owners for
expropriated or nationdlized property? 1If
‘any assistance has been used for such pur-
pose in the past, has appropriatc
reimbursement been made to the U. S for
sums diverted?

8. FAA Section 201(f). If this is a
project loan, whatl, provisions have been
made for appropriate participation by the
recipient country's private enterprise?

9. App. Section 103. Will any funds
under the loan be used to pdy pensions,
ete., for persons who are serving or who
have served in the recipient country's
armed forces?

10. MMA Section 901.b". Does the loan
agrcema2nt provide for compliance with U.S.
shipping requirements that at least 50%
of the gross Lonnape of all commodities
financed with funds made available under
this loan (computed secparvately by
geographic area for dry bulk carriers,
dry cargo liners, and tankers) be
transporited on privately-owned U.8.

Jlapg commerceial vessles to the extent such
vessels are available at fair and reason-
oble rates tor U.8. flag vessels and thal

at. least 904 of the gross reight revenue
gencralel by all shipments Financed with
onds madde availoble under thls loan and
Lransported on dry carpo linces be paid
toor tor Lthe benet'il of privately-ouned

.6, I'lag comnerceinl. vesgselsy

Page 16 of 18

The standard oID loep -
provieion will te inciudéa’
in the loan agreement

No

See Section III,C, 8 of this
Annex.
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11. FAA Secticn "81. Has the President
determined ihat thre recipilent country has
filed to Lake adeguate steps to Irevent
hareotic drugs produccq or procured in, or
1ransported through, such country 1'rom being
rold illegally within the Jurisdiction of
such couniry to U.S§. Government Personnel
or their dependents or from entering the
United States unlawfully?

12. App. Section 110. 1Is the loan .
being used to transfer funds to worlad
lending institutions under FAA Scc, 209(4d)
and Sec. 251(h)?

13 App. Section GOL.  Are any of these
funds being used for bublicity or
propaganda within the Uniteqd States?

14, FAA Section 612(d) and Seéction 4o
of PL 93 189 (FAA of 1973). Does the United
States own host country excess tforeign
cturrency and, if so, what arrangements
have been madie faor its rclease in complience
with Section 4o (FAA of 1973)7 :

15. FAA Section Aoh(d). will provisions
be made for blacing marine insurance in the
U.5. if the recipient country discriminates
against any marine insurance company
authorized to do business n the U.8.?

16. Section 29 of PL 93 - 189
{LAA of 1973 Ts therc a military
base Jocated in the recipient country
which base wasg constructed or is being
maintuined or operated vith funds
furnished by the U.S., and in which U.S
bersonnel carry our military operations?
11 so, has a determinalion been made
thot the government of sach recipient
country has, consistenl with security,
authm'ized aceess top such mi,]_i(',ary lnee
on & regular hasis to bona, Ffide news
medin correapondents of {he U.S.

17. ¥M Section Chofe). Wil o

——

rrant. be made o the recinient counlry
Lo poy all or paet of sieh rhippings ‘
difrerential nn jg determined by (he

Sceretary of Commorce 1,0 exiat belvien
.o, foreipn ling veggo| chureter op

Preorhithil el

Page 17 of 18

o,

No.

See III.C,2. of this annex.

Yes.

A Presidential Determination

(No. 74-14 dated January 28,

1974) bas been made with res-
pect to each foreign country
in which such & rill‘exy tece
is located.

No.


http:chirt.er
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. 18, !\_2]1_ Section 113. ' Will any
of the loun funds be uzed to acquire
currency of reeipient country from
hon-U.S. Treasury sources when excoess
currency of.that country i+ on deposit
in U.S. Treasury? .

19. App. Seclion 114. Have the-
House and Senate Committees on

Appropriations been notified five days

-in advance of the availability for
obligation of funds' for-the purposes
of this project? '

.Page 18 of 18

Nb;

Such notification .is
consideration of the
thg Development Loan

Planned following
loan proposal by
Committee,
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U.A., (000's)

STATEMENT OF B0

ORDINARY CAPITAL REBOURCES .

TPTIONDS 7O CAPITAL

“STOEK_ARD _VOTINE POWER AS AT 31712773

ANNEX

v

Pege I aof 2

b O
Members Shares |t1,ta1 Amount Amount Amount Ne of | 9% of
- due paid in duse Votes [total
Algeria 2,450 9.56 | 12,250 12,248,0 | 2.0 2,075 6,22
Botswana 100 0.39 75 75 .0 - ' 7251 1.47
Burundi 120 0.47 600 600.0 - 7451 1.51
Camgroon 400 1.56 2,000 2,000.0 - 1,025] 2.07
C.A.R, 100 0,39 350 205.0 145,0 7251 1.47
Chad 160 0.62 520 192 .0 327.,9 785 1.59
Congo Braz:za, 150 0.58 750 750.0 - 7751 1.57
Dahomey 140 0.55 700 362.1 337.8 7651 1.55
Ethiopia 1,030 4,02 5,150 3,150.0 1,999.9 1,655 3.35
Egypt 3,000 11470 15,000 750.0 1 14,250.0 3,625 7.34
Gabon 300 1.17 375 183.0 191.9 9251 1.87
-Gambia 100 0.39 25 - 25.0 - 7251] 1.47
Ghana 1,280 4,99 6,400 6,400.0 - 1,908 3.86
Guinea 250 0.98 1,250 983.1 266,.8 8751 1.77
Ivory Coast 600 2.34 3,000 3,000.0 - 1,225 2.48
Kenya 600 2.34 3,000 3,000.0 - 1,225) 2.48
Lesotho 100 0.39 25 25.0 - 7251 1.47
Liberia 260 1.01 1,300 1,300.0 - 8851 1.79
Libya 3,000 11.70 15,000 15,000.0 - 8,625]| 7.34
Malawi 200 0.78 1,000 1,000.0 - B25| 1.67
Mali 230 0.90 . 1,150 1,150.0 - B55} 1.73
Mauritania 110 0:43 550 550.0 _ 7351 1.49
Morocco 1,510 5.89 7,550 7,550.0 - 2,135{ 4.32
Niger 160 - 0.62 800 800.0 - 785] 1.59
Nigeria 2,410 9.40 12,050 12,050.0 - 3,0351 5,14
Rwanda 120 0.47 600 600.0 - 7451 1.51
Senegal 550 2.14 2,750 1,928.8 B824.5 1,175] 2.38
Sierra Leone 210 0.82 1,050 1,050.0 - 835] 1.69
Somalia 220 0.86 1,100 1,100.0 - B4as| 1.7
Sudan 1,010 3.94 5,050 5,050,0 - 1,635 3.31
Swaziland 160 0.62 200 200.0 - 7851 1.59
Tanzania 630 2.46 3,150 3,150.0 - 1,255] 2.54
Togo 100 0.39 500 500.0 - 725| 1.47
Tunisia 690 2.69 3,450 3,450,0 - 1,315] 2,66
Uganda 460 1.79 2,300 2,300,0 - 1,085] 2.20
Upper Volta 130 0.51 650 650.0 .- 7551 1.53
Zaire 1,300 5.07 6,500 4,350,0 2,149,.9 1,925 3.90
Zambia 1,300 5.07 6,500 6,500.0 - 1,925] 3,90
25,640 l100.00 124,670 104,173,7 20,496.3 49,390] 100,00

Note: One Unit of acca

rounding.,

unt equals 1.206 USA, Totals

may not add due to



: ' ANNEX ¢
NOTE D ~ Capital Btock - Page 2 of 2

The authorized capital of the Bank is 320,000,000 Units
of Accuunt made up of 16,000 paid-up shares and 16,000 callab)
sheres all of a per value of U,A. 10,000 each, At 31 Decembey
1978Fthe position of the paid-up shares was as follows:

N°, of Member Shares Percentage Percentage
" Countries Allocated Called Up Uncalled
31 12,310 100 -
1 50 70 30
1 80 65 35
2 230 25 75
1 50 15 85
? 100 5 95
38 12,820



AFRICAN DEVELOPMENT BANK (AFDB)
(CAPITALIZATION AS OF 12/31/73)

Authorized
Subscribed Shares
Shares Allottéd
Capital Called
fmount Paid-in

Amount in Arrears

Units of

Account (U,.A.)

U.A. 320,000,000
U.A. 256,400,000
U.A. 128,200,000
U.A. 124,670,000
U.A. 104,173,697
U.A, 20,496,302

ANNEX VI

Dollars
$ 384,000,000
$ 307,680,000
$ 153,840,000
$ 149,604,000
$ 125,008,800
$ 24,595,562



ASSETS

DUE FROM BANKS AND OTHER

DEPOSITORIES

SHORT-TERM INVESTMENTS
Time deposits
Securities

- AMOUNTS RECEI VABLE

Accrued Interests
and Charges

Accounts Receivable
and Sundries

DUE FROM MEMBERS ON SUB-
SCRIPTIONS

LOANS

Approved loans
less cancellations

Less repayments

Loans held by Bank

Less undisbursed
balance

AFRICAN DEVELOPMENT BANK

BALANCE SHEET AS AT 31 DECEMBER 1073 AND 1072

(Expi‘uud in units of account of 6.88867088 gramme of fine gold —

ANNEX V1I

Page 1 of 2 page!

EQUITY PARTICIPATIONS (At Cost)

Development Banks
SIFIDA

ASSETS OF SPECIAL FUNDS

) TOTAL 9085600000080 0000000000000000000

1973
4,919,513
61,092,172
2,219,018
- 63,311,190
2,156,197
4,259,392
6,415,589
20,496, 302
106,556,435
592,782
105,963,653
67,909, 352
38,054, 301
803, 613
500,000 .
1,303,613
10,711,481
145,211,989

1972
2,811,634
63,515,433
— 63,515,433
932,823
6,618,669
7,551,492
29,493,480
73,960,731
243,889
73,716,842
52,061,897
21,654,915
610,000
500, 000
1,110,000
10,062,851

136,199,835




AFRICAN DEVELOPMENT BANK B |
'BALANCE SHEET AS AT 31 DECEMBER 1973 AND 1072

ANNEX V1I
Page 2 of 2 pages

(Expressed in units of account of 6,88867088 gramme of fine gold -

LIABILITIES, RESERVES & CAPITAL

LIABILITIES

Accounts payable and

sundries

PROVISION AGAINST FLUCTUATION

OF CURRENCY WALUES
RESERVES
Special Reserve
Sinking Fund
General Reserve

SPECIAL FUNIE .... '
CAPITAL
Authorized

3200 shares of U.A,
10,000 each in 1973
against 25440 shares
in 1972

Subscribed

25640 shares in 1973
against 25440 shares
in 1972

Less uncalled portion

987,328
153,509

4,050, 960

320, 000, 000

256,400,000

131,730,000

TOI‘AL ..'l...'..l..l................

3,638,711

1,000, 000

5,191,797
10,711,481

124, 670,000

145,211,989

R ———————

1972
6,493,787
697,741
236,110
2,214, 346
3,148,197
10,062,851
254,400, 000
254,400, 000
137,905,000
116,495,000
136,199,835

S —————————



Tmp.
Letter
-Grant
Afree.‘

wN

oo R NE NV, B

.10
11

- UNN.Ltr.
- 11a
12
13
14
15
16
17
18
19/4
20/7

24/8/unn.
25/9/4
26
27

.28/6
29

30
31

Date

GRANT 'FUNDS - .
AID GRANT TO AFDB - PROJECT 698-11-920-127

Subject

6/68
12/68
2/70
11/70
5/71
5/71
4/71
2/71
9/71

'10/71

11/71
2/72
2/72
3/72
5/72
6/72
7/72
8/72

. 9/72

9/72
10/72
10/72
11/72
11/72
12/72
11/72
11/72
12/72
2/73
5/73
6/73

- 6/73

8/73

12/73 Tubman Bridge-Bomi Hills

Obligated
-ZSUUE'SS
Original Grant Agreement § 435
Owen P. Cylke ‘
Procedures for Project Approval .

Extend Grant Agreement Dates

Sierra Lecna-Liberia Road Link
Amendment to Grant Amount ' '
Oil Transport Consultant Serv, (Wms.Bros.)
Arthur M. Fell

Kwango-Wamba River Bridges

John M. Crosthwaite

Amendment to Grant Amount

Accra-Abidjan Highway

Kwango-Wamba River Bridges
Accra-Abidjan Highway
Diosmone~N'Dangane Road

Amendment to Grant Amount

Extension of Agree. Dates

Fort Lamy Storm & Sewerage
Ziguinchor-Cap Skirring Road

Cotonou Bridge Dam

Upper Volta-Ghana Telecom

Sierra Leone-Liberia Road Link

Arthur M. Fell

Amendment to Grant Amount

Ft. Lamy Storm & Sewerage

Bukavu-Kindu Road Study

Kwango-Wamba River Bridges

Sierra Leone-Liberia Road Link
Ouangolodougou~Mali Border Road
Senegal:Ziguinchor-Cap-Skirring Rd.
Ouangolodougou-Mali Border Road

Amend. to Grant Agreement

o - W '
Q1 t 1 1 Ot1t t 1
<) =

=
-
o
Q1L 1 1
<

& (@
¢ s =~CILIN T I B I T B T O I I Y T I
(= (=

Thomas D. Potter

ANNEX VIII
Page 1 of 2 Pages

Sub;bbli§. Remnin;§‘
$

. 8
$ 435.0
75.0 360.0
- 360.0
- 360.0
120.0 240.0
- 740.0
10.6 729.4 -
75.4 654.0
170.0 484.0
100.0 384.0
- .984.0
130.0 854.0
1.5 852.5
1.0 851.5
39.0 812.2
- 1,812.2
- 1,812.2
314.0  1,498.5
224.0 1,274.5
444.0 830.5
11.0 819.5
3.4 - 816.0
35.0 781.0
- 1,631.0
13.0 1,618.0
151.0 1,467.0
- 1,467.0
0.6 1,466.5
240.5 1,226.0
9.2 1,216.8
6.0 1,210.8
.0(est)
1,610.8
150.0(est)
1,460.8
261.1 1,199.7



ANNEX VIII
Page 2 of 2 Pages

GRANT FUNDS
AID GRANT TO AFDB - PROJECT 698-11-920- 127
Lope b bligated b-0bli emai 1593
Letter Date Subject Obligate Sub-0 n
32 1774 Mar&ZIo-Niana 233.2
33 3/74 Swaziland Roads 285.6 680.9
34 3/74 John M. Crosthwaite 40.3 640.6

35 4/74 Amend. to Grant Agreement 1,000 - 1,640.6



ANNEX IX
Page 1 of 3 pages

List of AFDB Loans Through Dec. 31, 1973

‘ Date
Country & Title of Project AFDB AFDB Amount
: Board Commit- Dis-
Approval ment bursed

ALGERIA
I.  Dalry and cattle 3/22/71 3.0 1.8
2. El Golea-Insalah Road 7/21/71 3.01 3.0
3. Bou Namoussa Plain 11/6/73 2.4 -
BOTSWANA
4. Telecommunications 11/6/73 2.2 -
CAMEROON .
5. Alrport Terminal Building 11/24/73 3.0 -
C.A.R.
6. Power Station Expansion - Bangui 7/12/72 1.0 -
CHAD
7. Horticulture Project 3/23/71 A -
CONGO ‘
8. Water Supply System, Brazzaville 1/25/72 1.2 .2
9. Improvement of Railway System 7/12/72 2.3 1.5
10. River Transport Equip. for Timber 11/6/73 3.0 -
DAHOMEY :
11, Oueme Valley Irrigation 10/17/72 .3 .1
GHANA
1Z. Nasia Rice Development 9/17/73 2.3 -
IVORY COAST

. Fertilizer Plant 5/19/71 A A
14, Port of Abidjan 12/19/73 3.3 -
KENYA
15. Road Construction 4/21/67 2.3 2.3
16. Paper Mill 6/25/70 1.2 1.2
17. Yala-Busia Rd. 11/25/71 3.0 1.2
LIBERIA
18, Gas Turbine 7/20/69 1.3 1.3
19, Development Bank 6/20/72 5 .1
20, Monrovia Water Supply 1/24/73 1.0 -



MALAWI
21. Hydroelectric-Tedzani
22, Development Corporation

MALI
23. Development Bank

MAURITANIA _
. lelecommunications

MOROCCO
. Power Transmission
26. Power Transmission

NIGER
27. Telecommunications

NIGERIA
. kEnugu Airport
29, Bacita Sugar

SENEGAL
. Development Bank
31. Diosmone Road

SIERRA LEONE
32, Guma Valiey Water Supply
33. 0il Palm Development

SOMALIA
. Berbera~Hargeisa Road
35. Afgoi Irrigation Project

SUDAN

36. Livestock Quarantine Stations
37. Sudan Railways Rolling Stock
38. Rolling Stock (Phase II)
SWAZILAND

39, Telecommunications

TANZANTA
40, Petroleum Refinery

41, Investment Bank

TOGO
42, Development Bank

ANNEX IX
Page 2 of 3 Pages

12/15/69
11/22/72

6/4/70
12/14/72

3/20/70
1/24/73

12/14/70

1/25/72
3/19/71

10/17/72
1/24/73

12/16/69
5/15/73

10/18/71
3/20/72

3/22/71
9/20/71
9/17/73
11/22/72

5/25/71
5/15/73

6/20/72

3.
1'

1
5

1.3

1.3



ANNEX IX

Page 3 of 3 Pages

TUNISIA

. jirda Valley Irrigation | 6/10/68 2.8
44, Nefta-Hazoua Road ' : 6/23/72 .9
UGANDA
45, Water Supply and Sewerage ‘

(regional cities) 3/27/68 - .3
46, Water Supply 18 urban centers 8/29/70 3.0
47. Buwayo-Busia Road 11/22/72 1.0
UPPER VOLTA .
48. Development Bank 3/5/70 2.0
ZAIRE '
49, Kwango-Wamba Bridges "3/6/73 2.5
50. Telecommunications 12/19/73 3.3
ZAMBTA | |
51. Commercial Farm 3/23/71 .7
52, Resettlement (Mazabuka) 6/28/73 .8
53. Development Bank 6/28/73 1.8
MULTINAT IONAL
54. East Africa Development Bank 7/26/69 2.0
55. Alr Afrique (DC-log 1/17/71 5.0
56. Rallroad Abidjan-Niger 5/12/72 3.0
57. Liberia-Sierra Leond koad Link 9/19/73 _1.3

Total 109.4

NN
[ o o o
O~ On

38.6
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AFRICAN DEVIT.OPMENT BANK
INCOLE STATEMENTS 1965 to 1972
(In U.S. Doliars)
1965 1966 1967 1968
Income
Prom Yoans
Interest 709
Coxmi tment Charges o 2,599 20,784
Corrissiong 141
Total FProm Ioans $2,599 $21,634
From Investments $1,314,543 2,138,863 2,647,556 3,460,924
From Other Sources 3.474 £,943
‘Gross Income 1,314,543 24138,853 2,653,629 3,452,501
Expenditures )
Board of Governors 14,526 25,710 34,236 76,113
Board of Directors 101,494 TT,761 157,318 115,709
Pergonnel Services 189,075 401,033 610,841 790,971
Travelling 48,536 58,162 96,204 105,709
Other Exrenditures 245,724 162,222 276,0&8 464,576
Total Expenditures 593.415 725.C423 1,174,647 1,553,178
- Net Income Berore Special Items 715,128 1,413,815 1,478,982 1,935,322
Deduct:
Exchange Losses, Prior Year .
Adjustwonts and Reserve Charges 40,589 79,243 10,478
Statutory Couisnsions 141
Net Income s tor Soantetinge ) '
Speeinl T £715.128 $1,373,226 31,399,739

T T

o




AFRICAN DEVELOPMENT BANK
INCOME STATEMENTS 1965 to 1972

(In Units of Account)

AID-DIC/P
ANNEX X
Page 2 of 2 Pages

1969 1970 1971 1972 1973
INCOME :
From loans
Interest 22,885 88,634 262,527 828,679 1,717,409
Commitment Charges 33,279 068 92,986 181,950 288,548
Commissions S e LA | LhTre | Wreee ] St hos 2NN N 269,587
Total From Loans 60,601 149, 473 406,485 1,155,075 2,295,544
From Investments 5,062,585 5,778,897 4,254,856 3,508,413 5,058,622
From Other Sources 55398 4,907 7,782 8,009 53,430
GROSS INCOME 5,128,584 5,933,278 4,668,501 4,671,497 7,407,596
EXPENDITURES
Board of Governors 42,763 57,808 124,761 151,696 123,735
Board of Directors 188,157 428,877 411,693 Lo7,413 9,192
Personnel Services 1,019,858 1,357,694 1,697,950 2,058,060 2,350,306
General Admin. Expenditures 571,244 L 683,166 | 1,003,710 890,587 1,282,812
Total Expenditures 1,822,022 2,527,5u45 3,238,116 3,507,756 4,366,045
Less Managerial Fees - 250,000
- NET TOTAL EXPENDITURES SL8ej0e2 2,527,545 __ 1. 3,238,166 | _ 3,507,756 ___|_ 4,116,045
Net Income Before Special Items 3,306,562 3,405,732 1,430,385 1,163,741 3,291,551
Deduct/(Add): ‘
Exchange Losses, Prior year
Adjustments & Reserve Charges 112,118 145,529 1,313,613 95,751 (252,0L9)
Statutory Commissions L 437 14,772 47,292 14k, 446 289,587
provision for Currency Fluctu- (1,000,000)
- . ation =.-==I========-Ig=l IH=-============ ===========E‘=== -=========.===I-===.=---..--l'
NET INCOME AFTER DEDUCTION
SPECIAL ITEMS 3,190,007 3,2l5,432 69,481 923, 5Lk

' NNote: Some figures do not total exactly due to rounding

2,254,013
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AFRICAN DEVELOPMENT BANK

PROJECTED INCOME STATEMENTS FOR THE YEARS 1974-1980
Units of Account (000's)

74 1975 1976 1977 1978

INCOME
From Loans
Interest 3220 4380 5L00 6270 7090
Statutory Commission - 538 732 900 10L45 1185
Commitment Charges ‘ N 807 1117 1145 1790 2140
Sub-Total : 4565 6229 Thhs 9105 10415
From Deposits and Securities : , 5217 Logk 5829 10025 - _99%6T
Total Income : 2782 10323 13274 12120 20282
OPERATING EXPENDITURES
Board of Governors 147 150 150 150 150
Board of Directors Lg1 500 500 500 600
Personnel Services 3013 3500 3500 3500 L4000
General Administrative 12Lg 1300 1300 1300 1500
Other ’ 200 200 200 200 300
Sub-Total 5100 5650 5650 6550 550
Less: ADF Managerial Fees 1600 1750 1750 1750 2030
Total Qperating Expense 3500 3900 3900 3900 520
Financial Expenses (1) - 1353 2102 6450 6769
Total Expenses 3500 5253 6002 10350 11289
Net Income before Deducting Statutory ‘
Commissions 6282 5070 7272 8780 gogg
Less: Statutory Commissions 538 732 900 1045 1185
Net Income After Deducting Statutory
Commissions S5T7LY 4338 6372 7735 7908

(1) It is assumed that the UA 46 mlns loan from private sources will come at the end of 1976 and financial
charges will not be incurred until the following year.



ANNEX XTI

Attachment A

~ DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
V.ahington, D. C. 20523

3.

SUMMARY STATEMENT ON PROPOSED SUB-LOAN
REQUIRING PRIOR AID APPROVAL

A.I.D. Loan No.
Identification No. of Sub-=Loan
Date

NAME, LOCATION AND NATURE OF THE SUB-BORROWER AND
GUARANTOR:

AMOUNT AND TERMS OF CREDIT: Indicate, in U,S, dollar
equivalent, the total amount of credits to be extended,
the amount of V.S, dollars to be provided from the
A.I.D. Loan, other foreign exchange and amount (in v.s.
dollar equivalent), and the amount of local currency
(in U.S. dollar equivalent). Give the term of the loan,
the interest rate and other charges,

DESCRIPTION OF PROJECT: Describe the nature of the project.
ECONOMIC, TECHNICAL AND FINANCIAL FEASIBILITY: A state-

ment that specific analyses have established the economic,
technical and financial feasibility of the pro ject.



ANMRX XITT
BANQUE AFRICAINE DE DEVELOPPEMENT
‘ AFRICAN DEVELOPMENT BAI\IK

] P’N‘.’ 1387 ABIDUAN

PHIQUE
ADREESE TOLRSRAPHIQU COTE D' IVOIRE

AFDEY ABIDUAN
TéLAPHONE 250-00

TeLax 71z REFERENCE

°ATE 23 May 1973

Mr, David Shear
Director, RBDSO/WA
American Embassy
Abidjan, Ivory Coast

Subject: Application for 810 million
concessionary loan

Dear Nr, Shear,

Ae you know, the African Development Bank has been engaged
in a vigorous programme of project financing for ite member gove
eraments. The level of project financing has grown rapidly in
receat yeare, rsaching 26,4 million in 1971 and 826,.9 million
in 1972, The Bank anticipates that the level of project finance
ing in 1973 will be the highest ever, On the basis of the pro-
jects presented to our Bank and appraised for financing, it ig
expected that the lending level in 1973 Wwill exceed 630 million,

international private and public capital markets for medium and
long term capital resources. 1In this context we have held
mutual discuesions in the past regarding poesible long term fin-
ancing under the auspices of the Agency for International Devel-
opment, The purpose of the borrowing would be to augment our

L. Na‘r -
Vice Prz:;:%nt .

XIII.l



Equity Capital
Regional Contributions
Developing Countries
Developed Countries
TOTAL REGIONAL

Non-Regional
U. S.
Other Non-Regional
TOTAL NON-REGIONAL

Total Equity Capital 1/

Debt

Debt Equity Ratio

1/ Includés called Paid in Ca
$6,263,124 for AFDB and $4
reallocated to special reserves

fund (not shown here).

COMPARISON OF CAPITAL STRUCTURE
OF THE AFRICAN ASTAN AND INTER-AMERICAN DEVELOPHENT BANKS

( IN U.S. DOLLARS)

YEAR-END 1973

YEAR-END 1972

AFRICAN DEVELOPMENT BANK

ANNEX X1V
Page 1 of 1

Amount Per Cent of Amount Per Cent of _Amount Per Cent of
Total Equity Total Equity Total Equity
Capital Capital Capital
125,699,941 95 171,860,743 30 551,561,000 50 --
166,961,428 2/ 29
125,699,941 95 338,831,885 59 351,561,000 §§.
108,571,428 18 331,745,000 30
92,285,715 16 48,254,000 3/ &
200,887,143 3% 379,999,000 34
131,963,797 100 582,065,836 100 1,114,251,000 100
-0- -0- 229,222,227 39 1,253,280,000 114
N.A. .4 to 1 1.1 to 1

2/ Australia, Japan and New Zealand.

3/ Canada.

» also the ADB has reallocated some $27 milllo

pital of $931,560,000 and general reserves of $182,691,000 for IADB
2,376,808 for the ADB (some of the ADB reserves,

3 reserves of

$6, 000 000 may have been

n of capital to its special
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COMPARISON OF THY INCOME STATEMENTS OF THE AFRICAN, ASIAN, AND INTER-AMERICAN DEVELOPMENT BANKS

(In Thousands of US Dollars)

INTER-AMERICAN DEVELOPMENT

"AFRICAN DEVELOPMENT BANK "ASTAN DEVELOPMENT BANK -BANK -
% of : % of % of
Gross % Total Gross % Total Gross % Total
1973 Inc. Capital 1972 Inc. Capital P
Income P n apita 1973 Income Capital
From Loans: , :
Interest 2,072 23 1.6 5,409 16 .8 59,895 42 2.5
Commitment charges 348 4 «3 1,881 5 .3 9,668 7 4
Commissions 349 4 .3 973 3 .l 9,785 7 oh
Loan Supervision fees — . 2,446 2 .1
TOTAL LOAN INCOME 2,769 31 2.2 . 8,263 24 1.1 81,794 58 3.4
From Investments 6,102 68 4,6 24,846 75 3.5 57,953 40 2.4
From Other Sources 64 1 - 262 1 - 2,385 2 o1
GROSS INCOME 8,935 100 6.8 33,37i 100 4.7 142,132 100 6.0
Expenses )
Board of Governors 149 2 el 145 - - (
Board of Exec. Directors 735 8 .6 936 3 .1 (11,257 8 «5
Staff ' 2,836 32 2.2 6,707 20 .9 (
" Other Expenses . 1,549 17 1.1 1,764 _6 .3 5,301 & =2
TOTAL EXPENSES 1/ 5,269 59 4.0 9,552 29 1.3 16,558 12 7
Services to Member -
Countries
Financial Expenses - — 14,443 43 2.0 81,991 - 38 .
GROSS EXPENSES 5,269 59 4.0 23,995 72 3.4 98,549 70 4.2
Net Income Before Adjust- 3,666 41 2,8 9,376 28 1.3 43,583 31 1.8
ments
Expenses Allocated to 302 3 .2 3,945 12 .6 173 - -
Special Funds (IE, ADF,
etc.)

l/ AFDB expenses as % of income, 567 when ADF expenses separated from total expenses.
Not all totals add correctly due to rounding o ff.
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COMPARISON OF THE INCOME STATEMENTS OF THE AFRICAN, ASIAN, AND INTER-AMERICAN DEVELOPMENT BANKS

Commissioné Transferredito
. Reserves
Capital Gains

Exchange and Prior
- Year Adjustments

NET INCOME AFTER
ADJUSTMENTS

° AFRICAN DEVELOPMENT BANK

(In Thousands of US Dollars)

INTER-AMERICAN DEVELOPMENT

"ASIAN DEVELOPMENT BANK BANK

% of 7 of }
Gross % Total % Total Gross % Total
Inc. Capital 1972 1973 Income Capital
(4) (.3) - (973) (9,785) (7) (.4)
3 .2 '
(13) (.9 (5,769) . (17) 2,534 2 .1
30 2.0 6,579 36,506 26 1.5

Not dl totals add correctly due to rounding off.
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AFRICAN DEVELOPMENT BANK
Sources and Applications of Funds for the Year 1973-1980
Units of Account (000's)

(Actual)

1973  197% 1975 1976 1977 1978
Source of Funds ]

Resources from Opn's 3,043,600 5744 4338 6372 7735 7908
Paid in Subscriptions 17,172,178 . 8597 18597 16832 10000

Loans Repayments (a) : 348,894 1000 3000 5500 7700 8000
Other 2,359,251 2000 2000 2000 2000

Libyan Loen (b) - - 19000 10100
AID Loan (c) - - 850 1500 1800 2L90
Canadian Loan (d) - - 850 1500 1800 2490
Concessionary lLoan - - - - - -
Private Borrowings (e) - - - L0000 - -
Decrease in cash - 6727 - - 953 11100

Total Sources 22,923,923 24050 48635 8380L 31988 31988

Applications of Funds

Loans Disbursements (f) 16,748,250 21900 21700 21600 21600 21600
Participations 193,613 150 150 150 150 150
Other Applications 4,078,450 2000 2000 2000 2000 2000
Repayment of Debt

Libyan Loan - - - 3638 3638 3638
Private Borrowings - - - - L4600 L4600
Concessionary Loan

Increase in cash : 1,903,610 24785 60054 :

Total Applications 23,923,923 .2Lhoso0 L8635 8380k 31988" 31988

(a) Estimated by AFDB Finance Department
(v) 29.1 million units of Account (10 million Libyan Dinars) 10 years 2 years grace 7% interest.
(¢) Assumes AID loan will be fully committed by mid-1975; 10% disbursed in the first year;
30% in the second year; 50% in the 3rd year; 80% in the Tourth year; 100% in the sixth years
(d) The $5 million Canadian loan can be repienished with an additional $5 million according <o
the local CIDA representatives.

(e} It is assumed that the AFDB will borrow on the privats market in 1976. _
(£) Assumes Bank's projected committments level (000's) _1974 1975 1976 1977
2.200  w0,000 H0,0C0 60,000




ANNEX XVII
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. Illustrative List of Posslible Projects .
For Mnancing with Proceeds of the AID Loan

Estimated
' _ Cost

1. Cotonou Bridge/Dam (Dahomey) $ 3.0 mn
2. Boml Hills Road (Liberia) 6.0 mn
3., Ouangolodougou-Mali Border (Ivory Coast) 9.0 mn
4, Markala-Niono Road (Mall) 6.6 mn
5. Manzini-Mahamba Road (Swaziland) 6.8 mn

31,6 mn

Note: All of the above projects are currently under
study by U.S. consultants pursuant to the
AID-AFDB Grant and will be ready for loan
financing within the next 12 months.



ANNEX XVIII
Page 1 of 2 pages.

LIST OF A.PF.D.B. LOANS THROUGH MAY 31, 1974

APPROVED LOANS

Country
Dahomey

Swaziland
Sudan
Ghana

;Tunisis

Tunisia

Morocco

Morocco

Kenya
Zambia

PLANNED FOR BOARD SUBMISSION JUNE, 1974

Project
Power Distribution

Power Transmission
Power Extension
Accra-Tema Water

Line of Credit (Banque
du Sud)

Railway I

Line of Credit
(PemekepBenté Bank)

Dénkkala
Makutano-Sagana Rd.

Telecommunications

Nigeria
Upper Volta

Calabar Airport

Line of Credit
' (Dsvelopment Bank)

Amount (UA)

1,50 million
1.35 "
uow "
4,00 "

2,00 "
4,00 "

4,00 "
3.20 "
3.00 "
4,00 "
31,05 million

4,00 million

2.00

6.00 million
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A.D.,F, COMMITMENTS .
The folloﬁing proncta were approved by the ADF Board
during the first quarter of 1974, | |

Country | Title of Project Amount
Mali Operations Puits UA 4,00 million

Chad Sategui Irrigation UA 4,00 million

In uddition; four studies were approved by the Board of
the Fund during the first quarter for a total of UA 1,05 million.

For the second quarter (i.e. April 1st to June 33st) the
following projects are scheduled for Board presentation.

Month Country Project Title Amount
May Sudan Gedaref-Kassala Rd. UA 4,00 million
" Mauritania Water Supply &

Sewerage in Nouakchott 3,06 million
" Rwanda ‘Tea 4,00 million
June Upper Volta Feeder Roads - 4,00 million
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AFRICAN DEVELOPMENT BANK
PROJECTED BALANCE SHEET 1974-1978
U.A. (000's)

(Actual)
Year 1973 1974 1975 1976 1977 1978
Assets
Current Assets

Due from Banks 4,920 4,920 4,920 4,920 4920 4920
Investments 63,311 56,584 81,369 147,423 146470 13853870
Receivables 6,416 6,416 6,416 6,416 6416 6416
Total Current Assets 74,646 67,920 92,705 158,759 157806 - I76705

Due on Subscriptions 20,496 13,664 26,832 10,000 - -
Loans Outstandingl/ 38,054 58,950 77,650 93,850 107850 121550
__TTEEET_EBEEIEﬁghts) (106,000)2/ (185'0080) (222,000) (276,500) (328800) (3833001
Equity Participations 1,304 1,405 1,625 1,675 2075 3775
Special Funds 10,711 10,711 10,711 10,711 10711 10711
Total Assets 145,211 152,720 209,523 274,995 278082 282742

1/ Disbursed and outstanding.
2/ Net of Repayments




AFRICAN DEVELOPMENT BANK PROJECTED BALANCE SHEET 1974-1978

ANNEX XTX

Page 2 of 2 Pages

U.A. (000's)
(Actual)
Year 1973 1974 1975 1976 1977 1978
Liabilities —— R - - - B
T Current Liabilities
Accounts Payable 3,639 3,639 3,639 3,639 3,369 3,369
Long Term Liabilities .
TIbvan Toan 19,000%/ 29,100 - 25,462 21,824
AID loan 8507/ 2,350 4,150 6,640
Canada loan 8502/ 2,350 4,150 6,640
Private borrowings 46,000 41,400 36,800
Concessional loan _ , e &
Total long term liabilities IR o 20,700 79,800 75,162 71,904
Reserves
Provision against
Currency Fluctuations 1,000 1,000 1,000 1,000 1,000 1,000
Special Reserve 987 1,525 2,257 3,157 4,202 5,387
General Reserve 4,204 9,410 13,016 18,488 25,178 31,901
Reserve for Special C
Funds - 10,711 10,711 10,711 10,711 10,711 10,711
- Total Reserves 16,902 22,646 26,984 33,356 41,091 48,999
ital
Called 124,670 126,435 158,200/ 158,200¢, 158,200 158,200
Total Liabllities and _
Bquity 145,211 152,720 209,523 274,995 278,092 282,742

0.2, 29.T miilion loan signed in 1974
2/U.A. 8.4 million loan signed in 1974
eements formalized with member Goverrments on payment of additional U.A.
-A. 100 million concessional loan signed but not disbursed.

30 million of subscribed capital.



