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Pursuant to Sections 288.2(a) and 288.4 (a), (b) and (c) of Regulation AFDB adopted
pursuant to Section 9(a) of the African Development Bank Act, the African Development

Bank hereby submits the information described below.

QUARTER ENDED 31 DECEMBER 2006 {the “Quarter”)
AFRICAN DEVELOPMENT BANK (the "Bank")
TUNIS, TUNISIA

1. information concerning any purchases or sales by the Bank of its primary
obligations during the Quarter:

The Bank borrowed the following amounts under its Global Debt issuance

Facility:
DESCRIPTION TRADE VALUE | MATURITY AMOUNT IN CALL DATE | DEALER
DATE DATE DATE CURRENCY

ZAR 1.3 Billion Uridashi 5-Oct-06 12-Oct-06 | 14-Oct-09 ZAR 1,300,000,000 Bullet Daiwa
Notes due Qctober 2009
GHC 414.9 Billion 12.00% | 12-Oct-06 | 19-Oct-06 | 19-Oct-08 | GHC 414,900,000,000 Bullet Standard
due QOctober 2008 Public Charted
AUD 60 Million 5.42%
Uridashi Notes due 18-0Oct-06 | 31-Oct-06 | 2-Nov-09 AUD 60,000,000 Bullet Mitsubishi
November 2009
JPY 1.0 Billion Step Up
Callable Notes due 24-Oct-06 | 15-Nov-06 | 15-Nov-16 JPY 1,000,000,000 | 15-May-07 Mizuho
November 2016 SN
JPY 200 million PRDC
Notes due November 25-Oct-06 | 14-Nov-06 | 14-Nov-36 JPY 200,000,000 14-Nov-07 Daiwa
2036
USD 500 Million 4,875% 27-Oct-06 | 6-Nov-06 6-Nov-09 USsD 500,000,000 Bullet Barclays
Global Notes due Daiwa
November 2009

13, Avenue du Ghana, Angle des Rues Pierre de Coubertin et Hédi Nouira - BP 323 - Tunis Belvédére 1002 - Tunisie
Tel: (216) 71 333 511 — Fax : {(216) 71 330 632 - Internet: www.aidb.org.
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during the Quarter:
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DESCRIPTION AMOUNT OUTSTANDING TRADE VALUE DEALER
REDEEMED AMOUNT DATE DATE
CAD 1.5 billion Uridashi due | CAD 141.5 million CAD 769.0 May-03 24-Jun- Daiwa
July 2015 million 03
JPY 300 milli ‘Q 17-Nov-04 | 12-Aug- Mizuh

JPY300 Million PRDC due 0 millon o sy | Mzao
December 2034
2. Two copies of any material modifications or amendments during the Quarter of any

exhibits (other than as described in the parenthetical in Section 288.2(a)(3) of

Regulation AFDB) previously filed with the Commission under any statute:

No material modifications or amendments of any exhibits previously filed

with the Commission under any statute were made during the Quarter.

3. Attached hereto please find two copies of the African Development Bank’s
Annual Report 2006.

Pursuant to the requirement of Section 288.4(a) of Regulation
AFDB, this Report has been signed on behalf of the African
Development Bank by the undersigned who is a duly authorized

officer thereof.

Yours faithfully,

Stefan Nalletamby

Treasurer

13, Avenue du Ghana, Angle des Rues Pierre de Coubertin et Hédi Nouira - BP 323 - Tunis Belvédére 1002 - Tunisie
Tel: (216) 71 333 511~ Fax : (216) 71 330 632 ~ Internet: www.afdb.org.




ANNUAL REPORT




Regional and Non-regional Member Countries

ALGERIA
ANGOLA
BENIN
BOTSWANA
BURKINA FASO
8URUNDI
CAMERCON
CAPE VERDE
CENTRAL AFRICAN REPUBLIC
CHAD
COMOROS
CONGO
CONGO, DEMOCRATIC REPUPLIC OF
COTE D'IVOIRE
DIIBOUT
EGYPT
EQUATORIAL GUINEA
ERITREA
ETHIOPIA
GABON
GAMBIA
GHANA
GUINEA
GUINEA BISSAU
KENYA
LESOTHO
LIBERIA

LIBYA
MADAGASCAR
MALAWI

MALI
MAURITANIA
MAURITIUS
MOROCCO
MOZAMBIQUE
NAMIBIA
NIGER
NIGERIA
RWANDA

SAQ TOME & PRINCIPE
SEYCHELLES
SENEGAL
SIERRA LEONE
SOMALIA
SOUTH AFRICA
SUDAN
SWAZILAND
TANZANIA
TOGO

TUNISIA
UGANDA
ZAMBIA
ZIMBABWE

ARGENTINA
AUSTRIA
BELGIUM
BRAZIL
CANADA
CHINA
DENMARK
FINLAND
FRANCE
GERMANY
INDIA

[TALY

JAPAN
KUWAIT
NETHERLANDS
NORWAY
PORTUGAL
SAUDI ARABIA
SOUTH KOREA
SPAIN
SWEDEN
SWITZERLAND
UNITED KINGDOM
UNITED STATES OF AMERICA




AFRICAN DEVELOPMENT BANK /25,
AFRICAN DEVELOPMENT FUND %%/

BOARDS OF GOVERNORS

ADB ADF
Forty-Second Thirty-Third
Annual Meeting Annual Meeting
Shanghai
People’s Republic of

China

May 16 - 17, 2007

REPORT

by the
Boards of Directors
of the
Adrican Development Bank
and the
African Development Fund
Covering the period
lanuary 1 to December 31, 2006
ADB-ADF/BG/AR/2006



Annual Report 2006




Acknowledgements

This Annual Report was prepared by the Operations Policy and Compliance Department in the Country and Regional Programs and Policy
Vice-Presidency of the African Development Bank Group, under the overall guidance of the Boards of Directors.

Annual Report Working Team: P. Afrika, Director, Operations Policy and Compliance Department; A, Orraca-Ndiaye, Ag. Head of
Unit, Resource Mobilization and Partnerships Unit; B.S. Traoré, Lead Resource Mobilization Officer; P. Ondiege (Development Research
Department) and ). Baffoe (Resource Mobilization and Partnerships Unit}, Annual Report Co-ordinators; R, Ubogu (Consultant); and
F. Avwontom (English Editor/Consultant),

Finance Team: C. Boamah, Director, Financial Control Department; T. Qdukomaiya, Manages, Accounts & Special Funds Division; N.
Ngwenya; A. Bouabene-Kallel; and S. Oppong.

Statistical Analysis Team: C. Lufumpa, Director, Statistics Department; B. Kokil, Manager, Economic and Social Statistics Division; P.
Lartey, A, Portella (Consultant); L. Kouakou.

French Translation and Editing Team: V. Mbarga, Unit Head, Corporate Language Services Unit; E. Ngoy-Tha; A. Rutayisire; and
0. Ekra.

The Annual Report Team also wishes to thank the following persons for their invaluable contribution to the production of the report:
L. Kasekende, Chief Economist; T. Oshikoya, Director of the Development Research Department; M. Safisu (Development Research
Department); F. Lawson and C. Muthuthi (Operations Poficy and Compliance Department),

Photographs: External Relations and Communication Unit
Front cover photo: Road Construction Project in Madagascar

Designations employed in this publication do not imply the expression of any opinion on the part of the African Development Bank Group
concerning the legal status of any country or territory, or the delimitation of its frontiers. While every effort has been made to present
reliable information, the African Development Bank accepts no responsibility whatsoever for any consequences of its use.

Operations Policy and Compliance Departement
African Development Bank

Temporary Relocation Agency (TRA)

BP. 323, 1002 Tunis Belvédére

Tunis, Tunisia

Tel: {216) 71 10 3216

Fax: {216} 71 10 3743

Designflayout by Phoenix Design Aid,

Printing by Scanprint, Denmark

IS0 14001 certified and EMAS-approved.
Web site: hitp:/iwww.afdb.org

Copyright © 2007 African Development Bank

ISBN 2-910253-55-4

Annuat Report 2006




Contents

List of Tables, Figures, and Boxes

Acronyms and Abbreviations

The African Development Bank Group

The Boards of Directors

Message From the President of the African Development Bank Group
Executive Summary

Bank Group Sector Definitions

PART I: BANK GROUP ACTIVITIES IN SUPPORT OF DEVELOPMENT EFFECTIVENESS AND RESULTS

CHAPTER 1: ACTIMITIES OF THE BOARDS
Boards of Governors
Boards of Directors

CHAPTER 2: CORPORATE AND FINANCIAL MANAGEMENT
Institutional Reforms
. Knowledge Management and Research
QOperational Policy Development and Review
Evaluation of Operations
Human Resources Management
Financial Management
Internal Audit
General Counsel and Legal Services
Information Technology Management and Telecommunications
Procurement and Project Financial Management
Corporate Communications

CHAPTER 3: BANK GROUP INITIATIVES AND RESOURCE MOBILIZATION
Bank Group Initiatives
Moabilization and Allocation of Financial Resources
Partnership and Cooperation Activities

CHAPTER 4: ECONOMIC AND SOCIAL TRENDS BY SUBREGION
Economic and Social Trends in Africa
Socioeconomic Trends and Bank Group Operations by Subregion
North Africa
West Africa
East Africa
Southern Africa
Central Africa

Annual Report 2008

vi
viii

Xiv
Xvi
xviii
XX

11
12
13
16
17
17
18
18
19
19
19
20

21
22
27
33

a1
42
a4
44
46
48
50
52




CHAPTER 5; BANK GROUP OPERATIONS
Overview of Bank Group Operations
The African Development Bank
The African Development Fund
The Nigeria Trust Fund

PART II: FINANCIAL MANAGEMENT AND FINANCIAL STATEMENTS
Chapter 6: ADB, ADF, and NTF Financial Management and Finandial Statements
The African Development Bank
African Development Fund
Nigeria Trust Fund

Appendixes

Annexes

55
56
65
74
93

95
97
109
173
195
215

227

Annual Report 2006




vi

List of Tables, Figures, and Boxes

Tables

0.1 Summary of Bank Group Operations, Resources, and Finance, 1997-2006

0.2 Summary of Bank Group Approvals, 2006

1.1 Key Policy and Program Documents Approved by the Boards of Direciors, January-December 2006
2.1 Status of Regional Country Offices

2.2 Capacity Building and Training Activities

2.3 Eminent Speakers’ Program, 2006

2.4 Established Positions and Staffing Status

31 HIPC Trust Fund Resources Mobilized for Bank Group Debt Relief, as at end-December 2006
3.2 Cofinanciers in 2006

33 Cofinancing Operations by Source and by Sector, 2006

4. Africa: Macroeconomic Indicators, 1990-2006

4.2 North Africa; Macroeconomic Indicators, 1990-2006

43 West Africa: Macroeconomic Indicators, 1990-2006

44 East Africa: Macroeconomic Indicators, 1990-2006

4,5 Southern Africa: Macroeconomic Indicators, 1990-2006

46 Central Africa: Macroeconomic Indicators, 1990-2006

5.1 Bank Group Approvals by Financing Instrument, 2004-2006

5.2 Bank Group Approvals by Sector, 2006

5.3 RMC Gender Profiles——Developed and Planned

5.4 Status of Country Governance Profiles

5.5 ADB Approvals by Financing Instrument, 2004-2006

5.6 ADB Approvals by Sector, 2004-2006

5.7 ADF Approvals by Financing Instrument, 2004-2006

5.8 ADF Approvals by Sector, 2006

Figures

0.1 Bank Group Loan and Grant Approvals and Disbursements, 1997-2006

0.2 Cumulative Bank Group Loan and Grant Appravals by Institution, 1967-2006

0.3 Cumulative Bank Group Loan and Grant Approvals by Sector, 1967-2006

0.4 ADB Net Income, 1997-2006

34 Distribution of ADF-X Grants by HIPC Status

3.2 DSF Classification of RMCs, as at end-December 2006

33 Status of HIPC Initiative Implementation in RMCs, as at end-December 2006

3.4 Evolution of RMCs under the Enhanced HIPC Initiative: 2000 - 2006

35 Status of HIPC Debt Relief Implementation, as at end-December 2006

4.1 Africa: Real GDP Growth and Inflation

4.2 North Africa: Real GDP Growth and Inflation, 2000-2006

43 Marth Africa: Cumulative Bank Group Loan and Grant Approvals by Sector, 1967-2006
4.4 West Africa: Real GDP Growth and Inflation, 2000-2006

4.5 West Africa: Cumulative Bank Group Loan and Grant Approvals by Sector, 1967-2006
46 East Africa: Real GDP Growth and Inflation, 2000-2006

47 East Africa; Cumulative Bank Group Loan and Grant Approvals by Sector, 1967-2006
48 Southern Africa: Real GDP Growth and Inflation, 2000-2006

Annual Report 2006




4.9 Southern Africa: Cumulative Bank Group Loan and Grant Approvals by Sectar, 1967-2006
410 Central Africa: Real GDP Growth and Inflation, 2000-2006

4.1 Central Africa: Cumulative Bank Group Loan and Grant Approvals by Sector, 1967-2006
5.1 Sectoral Distribution of Approved Financing Amount for Multinational Operaticns, 2006
5.2 Distribution of Approved Financing for Infrastructure, by Subsector, 2006

53 Distribution of Approved Financing for the Multi-sector, by Subsector, 2006
5.4 Distribution of Approved Financing for the Social Sector, by Subsector, 2006
5.5 Cumulative Bank Group Loan and Grant Approvals by Sector, 1967-2006

5.6 Cumulative Bank Group Loan and Grant Approvals by Subregion, 1967-2006
5.7 ADB Public Sector Approvals, 2006

58 ADB Private Sector Approvals, 2002-2006

59 Cumulative ADB Loan and Grant Approvals by Sector, 1967-2006

510  Cumulative ADB Loan and Grant Approvals by Subregion, 1967-2006

511 ADF Loan Approvals by Country, 2006

5.12 ADF Grant Approvals by Country, 2006

513 Cumulative ADF Loan and Grant Approvals by Sector, 1974-2006

514 Cumulative ADF Loan and Grant Approvals by Subregion, 1974-2006

5.15 Cumulative NTF Approvals by Sector, 1976-2006

5.16 Cumulative NTF Approvals by Subregion, 1976-2006

Boxes

2.1 High Level Advisory Panel on Strategic Role of AfDB

2.2 The AfDB Economic Conference

3.1 Scaling up Bank Group Participation in Donor Coordination

3.2 Allocation of ADF-X Resources

33 The ADF-X Mid-Term Review Meeting

34 Challenges Facing the HIPC Initiative and the Multilateral Debt Relief

35 The Bank Group's Post-Conflict Country Facility

5.1 Classified Road Network Development Project (Phase W), Tunisia

5.2 Financial Sector Reform Program (FSRP), EGYPT

5.3 Education Il Project in Mali

5.4 The Social Development Fund Project in Djibouti

5.5 Area-based Agricultural Modernization Project, Uganda

Annual Report zoob vii




vidi

Acronyms and Abbreviations

ADB
ADF
ADF-IX

ADF-X

AFRITAC
AIC
ALM
APPR
APRM
AU
AUDT
AWF
CEMAC

COMPAS
CSP
DFID
DRC

DSF

£C

ECA
ECOWAS
EIB

EPSA
ESW

EU

FAD
FAPA

FOI

GCC

HA and MIDR

IPPF
JAI
IBIC
IDA
[FAD
ILO
IMF
JICA
MDB
MDG

Annual Repart 2006

African Development Bank

African Development Fund

Ninth General Replenishment of the African
Development Fund

Tenth General Replenishment of the African
Development Fund

African Regional Technical Assistance Center
African Infrastructure Consortium
Asset-Liability Management

Annual Portfolio Performance Review
African Peer Review Mechanism

African Union

tnternal Audit Department

African Water Facility

Central African Economic and Monetary
Community

Common Perfermance Assessment Framework
Country Strategy Paper

Department for International Devefopment
Democratic Republic of the Congo

Debt Sustainability Framework

European Commission

Economic Commission for Africa

Economic Community of West African States
European investment Bank

Enhanced Private Sector Assistance for Africa
Econamic and Sector Work

Eurcpean Union

Food and Agriculiure Organization

Fund for African Private Sector Assistance
Foreign Direct Investment

Governors’ Consultative Committee
Harmonization, Alignment, and Managing for
Development Results

Infrastructure Project Preparation Facility
Joint Africa Institute

Japan Bank for International Cooperation
International Development Assaciation

International Fund for Agricultural Development

International Labor Organization
International Monetary Fund

Japan Internatianal Cooperation Agency
Multilateral Development Bank
Millennium Development Goal

MDRI
MIDR
MIC
NEPAD
NPV
N5DS

NTCF
NTF
OeCD

PBA
PCCF
PHRDG
PRSP
RBCSP
RBM
RMC
RMF
RWSSI
SACU
SADC
SDR
SMEs
SPI
SRF
SRFID

SWaps
UA
UNDP
UNESCO

UNFPA
UNICEF
WAEMU
WPP

Multilateral Debt Relief Initiative
Management for Development Results
Middle Income Country

New Partnership for Africa’s Development
Net Present Value

National Strategies for the Development of
Statistics

Nigerian Technical Cooperation Fund
Nigeria Trust Fund

QOrganization for Economic Cooperation and
Development

Performance-Based Allocation

Post-Conflict Country Facility

Policy and Human Re<ources Development Grant

Poverty Reduction Strategy Paper
Results-based Country Strategy Paper
Results-based Management

Regional Member Country

Results Measurement Framework

Rural Water Supply and Sanitation Initiative
Southern African Customs Union

Southern African Development Community
Standard Drawing Richt

Small and Medium-Sized Enterprises
Showcase Projects Initiative

Special Relief Fund

Strategic Resource Framewaork for Institutional
Development

Sector-Wide Approaches

Unit of Account

United Nations Develapment Programme
United Nations Educgtional, Scientific and
Cultural Organization

United Nations Fund for Population Activities
United Nations Children’s Fund

West African Econamic and Monetary Union
Water Partnership Program




The African Development Bank Group

Constituent Institutions

The African Developmeni Bank (ADB)
The African Developmeni Fund (ADF)
the Nigeria Trust Fund (NTF)

Shareholders 53 African countries {regional member countries)
24 non-African countries {non-regional member countries)
Mission To promote sustainable economic and social development and reduce

poverty in its regional member countries

Authorized Capital on December 31, 2006

UA 21.87 billien
Subscribed Capital on December 31, 2006 | UA 21.79 billion
Paid-up Capital on December 31, 2006 UA 2.36 billion

Approved Operations, 2006

Of which:
Loans
Grants
HIPC
Post Conflict Country Facility
Guarantee

122 operations totaling UA 2.5 billion, financed as follows:
ADB: UA 1.05 hillion
ADF: UA 1.54 billion
NTF: -

UA 1.82 billion {44 operations)
UA 492.4 million {70 operations}
UA 257.5 million {6 operations)
UA 15.6 million {1 operation)
UA 8.8 million (1 operation)

Sector Approvals, 2006

Infrastructure: UA 857.7 million (37.2 percent of total)

Finance: UA 495.1 million (21.5 percent of total)

Multisector: UA 414.3 million {17.9 percent of total)

Social Sector: UA 244.3 million (10.6 percent of total)

Agriculture and Rural Development: UA 240.7 miillion (10.4 percent of total)

industry, Mining, and Quarrying: UA 55.9 million {2.4 percent of total)

Total Cumulative Approvals, 1967-2006

3,102 ioans and grants totaling UA 39.00 billian,
of which UA 2.11 billion was in grants
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The African Development Bank Group

The overarching objective of the African Development Bank Group is to spur sustainable economic development

Comprises
The African Development Bank
The African Development Fund
The Nigeria Trust Fund

N

and social progress in its regional member countries, thus contributing to poverty reduction. The Bank Group
achieves this objective by (i} mobilizing and atlocating resources—for investment in RMCs; and (i) providing palicy advice
and technical assistance—to support development efforts.

The African Development Bank

The ADB is a multilateral development bank
whose shareholders comprise 53 Afiican
countries (RMCs} and 24 non-African coun-
tries (non-regional member countries—non-
RMCs). It was established in 1964 and offi-
cially began operations in 1967. It is head-
quartered in Abidjan, Cote d'lvoire; how-
ever, because of political instability in Céte
d'lvoire, the ADB Governors” Consultative
Committee {GCC), at a meeting in February
2003 in Accra, Ghana, decided to move the
Bank to its current temporary locaticn in
Tunis, Tunisia.

The Bank Group's primary objective is o
promote sustainable economic growth
to reduce poverty in Africa. It achieves
this objective by financing a broad range
of development projects and programs
through (i} public sector loans (including
policy-based loans), private sectar loans,
and equity investments; (i) technical assist-
ance for institutional support projects and
programs; (i) public and private capital
investment; (iv) assistance in coordinating
RMC development policies and plans; and
(v} grants of up to US$500,000 in emer-
gency support. The Bank prioritizes national
and multinational projects and programs
that promote regional economic coopera-
tion and integration.

The Agreement Establishing the African
Development Bank (the Agreement) des-

Annual Report 2006

ignates the Board of Governors as the
institution’s highest poicy-making organ,
with one representative from each member
country. The Board of Governors issues
general directives on the Bank's opera-
tions and approves amendments to the
Agreement, the admission of new mem-
bers, and increases to the Bank's capital,
The Board elects an 18-member Board of
Directors to which it delegates its pow-
ers, with the exception of those expressly
reserved to it in the Agreement. Twelve
Directors are elected from RMCs and 6 from
non-RMCs for a 3-year term, renewable for
one term. The Board of Directors oversees
all Bank operations.

The Boards of Governors elect the presi-
dent of the Bank Group for a 5-year term,
renewable for one term. The president, who
must be from a RMC, chairs the Board of
Directors, appoints vice-presidents—in con-
sultation with the Boards—and manages
the Bank’s daily operaticns.

The ADB provides loans to its dlients on non-
concessional terms. In 1997, it introduced 3
new loan products to meet the needs of its
clients; a single-currency variabfe-rate loan,
a single-currency floating-rate loan, and a
single-currency fixed rate loan. The interest
rate for the single-currency variable-rate
loan is based on the semi-annual average
cost of all outstanding Bank borrowings
specifically allocated 1o fund these loans.
The interest rate for the floating-rate loan is

A

based on the & month LIBOR in the basket
of currencies offered by the Bank. The rate
for fixed-rate loans is based on the Bank's
cost of borrowing to fund them. The repay-
ment terms for Bank loans are as follows:

s Repayment period of up io 20 years,
including a grace period not exceeding
5 years for public sector loans;

e Repayment period of up to 14 years,
including & grace period not exceeding
4 years for publicly guaranteed lines of
credit; and

s Repayment period of 5 to 20 years,
including & grace pericd of 1 to 3 years
for private sector loans.

The African Development Fund

The ADF, which comprises the ADB and
State Participants, was created in 1973
and became operational in 1974. lts main
abjective is t0 reduce poverty in RMCs by
providing low-income RMCs with conces-
sional loans and grants for projects and
pragrams, and with technical assistance for
studies and cepacity-building activities.

The Agreement Establishing the African
Development Fund (ADF) designates the
Board of Governors as the Fund's high-
est policy-making organ. The Board of
Governgrs meaets at least once a year.
The ADF Board of Directors includes 6




Executive Directors from non-RMCs—
nominated by their constituencies—and ©
Executive Directors representing the ADB;
the Board oversees the general operations
of the Fund.

The Fund's resources come from contii-
butions and periodic replenishments by
participants, usually on a 3-year basis.
For ADF-X, which covers the 2005-2007
period, ADF Deputies agreed on a replen-
ishment level of UA 3.7 billion.

No interest is charged on ADF loans; how-
ever, the loans carry a semvice charge of
0.75 percent per annum on outstanding
balances, and a commitment fee of 0.50
percent per annum on undisbursed com-
mitments. Project loans have a 50-year
repayment period, including a 10-year
grace period. Lines of credit have a 20-
year repayment period with a 5-year grace
period.

The Nigeria Trust Fund

The NTF is a special ADB fund created in
1976 by agreement between the Bank
Group and the Government of the Federal
Republic of Nigeria. lts objective is to assist
the development efforis of low-income
RMCs whose economic and social condi-
tions and prospecis require concessional
financing. The NTF became operational
in April 1976 following approval of the
Agreement Establishing the Nigeria Trust
Fund by the Board of Governors. Its initial
capital of US$80.0 million was replenished
in 1981 with US3$71.0 million.

In April 2003, the ADB Board of Governors
cansidered and approved a number of pro-
posals aimed at enhancing the effective-
ness of the NTF. These proposals included
(i} adjusting the interest rate for NTF loans
from 4 percent to a 2-4 percent range,

to increase concessionality; (i) allocating
10 percent of NTF annual net income
as contribution to the HIPC Trust Fund;
{iii} appropriating NTF corpus resources
to finance activities under the Technical
Cooperation Agreement with the Bank
Group to support programs benefiting its
RMCs; and (iv) introducing more flexibility
in the invesiment of NTF resources, pend-
ing their use in financing projects.

In 2006, operations were suspended pend-
ing the findings of an in-depth assessment
of the NTF which started on November
28, 2006. The main objectives of the
evaluation are to (i} review the use of NTF
resources, (i) assess the performance of
the Bank and Nigeria in managing the NTF,
and (i) examine the terms of NTF financ-
ing in relation to the sustainability of NTF
as a Fund. The first report will be available
during the first quarter of 2007,
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The African Development Bank Group

TEMPORARY RELOCATION AGENCY

15, Avenue du Ghana

Angle des rues Pierre de Coubertin et Hedi Nouira
BP323

1002 Tunis Belvédere

TUNISIA

Telephone: (216} 71 333 511

Fax: (216) 71 351 933

PRESIDENT March 31, 2007

The Chairman

Boards of Governors
African Development Bank
African Development Fund

Dear Mr. Chairman:

In accordance with Article 32 of the Agreement Establishing the African Development Bank and Articles 8, 11, and 12 of the General
Regulations made thereunder, and pursuant to Article 26 of the Agreement Establishing the African Development Fund and Articles 8, 11,
and 12 of the General Regulations made thereunder, | have the honor, on behalf of the Boards of Directors of the Bank and of the Fund,
to submit the audited financial statements of the two institutions for the financial year ended December 31, 2006, and the administrative
budgets for the period commencing January 1, 2007, and ending December 31, 2007.

This joint report also review developments in the African economy and in the operational activities of the Bank Group
during 2006,

Please accept, Mr. Chairman, the assurances of my highest consjgeration.

Donald Kaberuka
President
African Development Bank
African Development Fund
and
Chairman
Boards of Directors
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The President and
the Executive Directors
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The Boards of Directors
Decamber 31, 2006

The Board of Directors of the African Development Bank
Chairman: Donald KABERUKA

Executive Directors

H.J.C. ANDZE-OLINGA {Cameroon)

+ F ARSENAULT (Canada)

0. BOUGARA {Algeria)

. PH. DACOURY-TABLEY {Cte d'Ivoire)

R. DEWDNEY (United Kingdom)

A, FONTES {Cape Verde}

P. E. GININDZA (Swaziland)

B.R. R. KUKUR! {Namibia)

F.B. L. MANSARAY (Sierra Leone}

C.5. PERRY (United States of America)

* F. PITTORE (haly)

F. SAMIR (Morocco)

M.L. SANI (Nigeria)

H.A. XHEDR {Egypt)

AT.TABIB (Libya)

AM.WIIG (Norway)

Y. YONEYAMA {Japan}

G.). ZIRIMWABAGABO {Rwanda)

Alternate Executive Directors

M.J. MOUTOU-KANGO (Congo)

Y.G. AL-BADER {Kuwait)

G.AF. GOMES (Guinea Bissau)

0., MBA OWONO (Equatcsial Guinea}
L.M. TALAPESSY {Netherlands)

0. SYLLA (Senegal)

A.C. GOMANI (Malawi)

AN. BYUMBE {Zimbabwe)

T.N. DOE (Liberia)

E. CARRERE {France)

M. BOUALLAGU! {Tunisia)

M. DE SOUSA (Sao Tome & Principe}
A_H. BAHDON (Djibouti)

Vacant

P.E. TRULSSON (Sweden)

C.B. BOLANG (Argentina)

P.A.G. SINON ({Seychelles)

The Board of Directors of the African Development Fund

‘ Chairman: Donald KABERUKA

- Executive Directors

F. ARSENAULT (Canada)
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Message From the President of the African Development Bank Group

and Chairman of the Boards of Directors

Donald Kaberuka
President of the African Development Bank Group

The year 2006 was one of progress for the
Afvican Development Bank Group, as it
sought to consolidate its financial soundness
and achievements and to scale up efforts to
enhance the effectiveness of its develop-
ment operations.

For Africa, it was a year of unprecedented
stability and continued impressive ecenomic
performance. Its real GDP grew at 55
percent, allowing the continent to record
its fongest period of econcmic growth
in the past two decades. Alihough this
growth is encouraging, it still fell short of
what is required to achieve the Millennium
Development Goal of halving the incidence
of extreme poverty by 2015. We must there-
fore redouble our efforts and seize the
opportunities provided by favorable interna
and external factors. The outlook is positive
in the light of peace, stability, stronger insti-
tutions, improved governance, debt cancella-
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tion, macroeconomic stability, and favorable
trends in the global economy.

In mid-2006, the Boards approved phase one
of institutional reforms aimed at strengthen-
ing the Bank Group's operational capacity
to stimulate sustained economic growth in
Africa. The new organizational structure will
enhance country focus, progressively shift
more resources to operations, and improve
strategic sefectivity in areas in which the
Bank should seek excellence, such as water,
infrastructure, governance, and knowledge
management.

The structure will also increase delegation
of authority to country offices and enhance
dialogue with RMCs while strengthening
fidudary contrals. The opening of 22 of
the 25 field offices in 2006 increased the
Bank’s visibility and its ability to work bet-
ter with partners. We will empower these
offices, tailor them to particular country
needs, ensure that they are accountable,
and that they produce results. The Office of
the Chief Economist-is laying the founda-
tion for a “Knowledge Bank to strengthen
analytical work in support of our member
countries and build the Bank's capacity to
be Africa’s voice in the internationa! devel-
opment arena.

During the year, we consclidated our human
respurces capacity, recruiting increasingly
diverse, high quality staff, with the right skills
mix and cross cutting expertise. We are in
the process of filling all professional vacan-
cies and hiring local staff in field offices.
During the year, | also visited a cross section
of our RMCs, 18 countries in total, to deepen
my understanding of the Bank's work on the
ground and to hear from the authorities and
stakeholders about their expectations from

the Bank. These visits further underscored
the need for (i) effective field presence; (ii)
selectivity in our operations; (i) greater
efforts at eflective portfolic management;
and {iv} strengthened partrerships with
other donors on the ground. African leaders
reiterated the essential role of the AfDB in
their development efforts and their expecta-
tions for the Bank Group to grow as the
preferred channel of external assistance and
champion of Afr can development.

In the spirit of pursuing enhanced regional
integration, we deepened our relationship
with other African institutions: the African
Union, NEPAD, and ECA, regicnal economic
blocks, and development partners. We also
continued to build strategic partnerships
with multilateral and bilateral institutions,
to maximize complementarity of our devel-
opment efforts in the spirit of the Paris
Declaration on Harmonization, Alignment
and Managing for Development Results.
In 2006, the Bank took measures to main-
stream the principles of this agenda into all
its operations, issuing a revised Action Plan
that incorporates monitorable actions at the
institutional and country levels,

The sustained racord of operations in 20086,
notwithstanding institutional and staffing
constraints, is 4 tribute to the hard work
and dedication of our staff, Total financ-
ing approvals for Bank Group operations
reached a record high of UA 2.59 billion, a
13.1 per cent increase from UA 2.29 hillion
in 2005. Approvals from the ADB window
increased from UA 868.7 million in 2005
to UA 1.05 billion in 2006, a 20.9 per cent
increase, while approvals from the ADF
window increased from UA 1.42 billion in
2005 to UA 1.34 billion in 2006, a 8.5 per
cent increase. Approvals from the NTF were




suspended in 2006 pending finalization of
consultations with the Nigerian Government
on the future of the NTF, whose life has been
extended for another year for the purpose.

Qut of the UA 3.42 hillion total allocations
under ADF-X, UA 2.22 hillion had been com-
mittec by the end of 2006. The remaining
UA 1.2 billion will be used to finance opera-
tions under the Bank’s indicative program
in 2007. The Bank Group also continued
to mobilize resources for debt relief and
co-financing from development partners. By
the end of the year, it had mabilized US$
2.37 billion under the HIPC Trust Fund to
help reduce the debt obligations of 17 RMCs
that had reached completion point and 8
that were in the interim pericd. 1 am glad to
report progress made to clear arrears for the
Central African Republic and the sustained
efforts underway, among partners, to find
a solution for Liberia’s debt. Overall, with
other development partners, the Bank Group
co-financed projects amounting to UA 11.7
billion — more than triple the UA 3.19 billion
allocated in 2005. The Bank contributed
UA 1.32 billion, while external development
partners contributed UA 4.24 bitlion.

| am pleased to report that the Bank Group
continued to maintain its strong finan-
cial position with income before transfers
approved by the Board of Governors at UA
248.25 million. The confidence of the capital
markets was further confirmed by the Bank’s
successful launch of its fifth global bond
issue. Qur halance sheet remains strong
with the AAA rating of the Bank senior
debt reaffirmed. This reflects the Bank's
sound capital adequacy and prudent finan-
cial management and policies. The medium
term financial position of the Bank remains
solid and its risk bearing capacity sound. We
will continue to implement finandial policies
designed 1o ensure that the Bank's financial
assets remain strong and are deployed
optimally,

We took steps in 2006 to continue to remain
accountable to stakeholders: We established
an Independent Review Mechanism, which
will ensure that the Bank Group complies
with its own policies and procedures; we
adopted a proposal to “Establish an Anti-
corruption and Fraud Investigation Function”
as a core part of our policy on good govern-
ance; we set up a new Anti-corruption and
Fraud Division in the Office of the Auditor-
General to reinforce institutional and opera-
tional integrity; and we created a new
Governance and Economic Management
Department that will strengthen the capacity
and framewaork of RMCs to build institutions
that are transparent, accountable, and have
adeguate capacity to deliver services to the
poputation.

The Bank continued to seek support for its
prioritization process by increasing resources
allocated to water, infrastructure, and multi-
national operations. We will continue to be
selective and to focus on areas where we
can add value, in complementarity with our
partners. | am glad to report progress in the
water sector, in line with the ambitions of the
Bank and with its ongoing water initiatives.
We will step up our efforts in this area.

The Bank continued to make progress in pri-
vate sector development. Total private sector
approvals rose significantly to UA 278.5 mil-
lion by December 2006, up from UA 180.1
million in 2005, | expect this upward trend
to continue in 2007 with an increase in non
sovereign operations. This is in addition to
specific measures and reforms that target
the private sector enabling environment.

We held the Mid-Term Review of ADF-X at
The Hague, followed by initial discussions
on ADF-X1 in Dar es Salaam. We were able
to assess achievements made, identify gaps,
and lay the foundation for further progress.
We are aware of the large window of oppor-
tunity for Africa and the Bank Group and |

look forward to a successful replenishment
of ADF-XI.

in view of the changes in Africa and interna-
tionally, and of the increased demands made
on the Bank, | established a High Level Panel
of eminent persons to advise on a long-term
vision, in conformity with our pledge to
deliver more within the emerging global aid
architecture. The panel, co-chaired by former
Prasident Joaquim Chissano of Mozambique
and former Prime Minister Paul Martin of
Canada, will present its recommendations
in 2007.

The year 2006 started with a clear resolve
by all of us to consolidate the Bank's gains,
expedite reforms, and pursue the delivery
and results agenda. Qur determination was
reinforced by the unique period of optimism
and opportunity for Africa, manifested by
sustained growth for the sixth year, and the
extent of the exceptional consensus on what
needs to be done by Africa itself and its part-
ners. This Annual Report is a record of what
we achieved in the past year and an indica-
tion of where we want to be at the end of
2007. Although it outlines challenges, we
remain determined to achieve results. We
are certain that with the continued support
of our shareholders, the Year 2007 will see
the Bank make further progress as a solid
financial institution, a channel of choice of
support for Africa. | commend the Report
to you.

Donald Kaberuka
President of the African Development Bank
and Chairman of the Boards of Directors
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Executive Summary

In 2006, the African Developrnent Bank Group—the AfDB or the Bank Group—reached a critfcal milestone in scaling up and
re-invigorating its activities to achieve cancrete development results in its regional member countries (RMCs). In mid-2006,
the Boards of Directors approved a long-term agenda designed to enhance the effectiveness of Bank Group operations,
implement its far-reaching decentralization strategy, and finalize its budget praocess enhancement blueprint. The Bank
Group's efforts to deepen operational focus and strengthen resource allocation and institutional reforms are on track. These
measures will help reduce the constraints hindering RMCs from achieving the Millennium Develooment Goals {MDGs) and
stimulate strong economic growth in RMCs.

Africa’s Economic Performance

For the sixth consecutive year, Africa
achieved positive annual real GDP growth
rates owing to favorable external conditions
and to improvements in domestic economic
policies—in particular, a recovery in the
world economy, rising commedity prices,
improved macro-economic  stability, and
country-specific developments. The conii-
nent recorded an average real GDP growth
rate of 5.5 percent in 2006. However, this
average masks considerable differences
among African countries.

Despite the track record of buoyant and
resifient growth at the continental level,
some RMCs, in particular low-income and
fragile states, still lag behind other devel-
oping countries. Improving the situation
in these RMCs is a priority, with particular
emphasis on reducing extreme poverty
and combating diseases such as HIV/AIDS
and malaria, which had a huge economic
impact in southern, central, and western
Africa in 2006. Against this backdrop,
targeted reforms and increased develop-
ment financing are needed to firmly place
the region on a path of higher sustainable
growth (7-8 percent) for the achievement
of the Millennium Development Goals
(MD@Gs}. The outlook remains positive given
the increasing number of RMCs recording
annual growth rates above 5 percent owing
to sound economic policies and political
transformation.
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Mobilization and Allocation of
Financial Resources

The Bank Group mobilizes concessional
resources through periodic ADF replen-
ishment negotiations and allocate$ the
resources using the enhanced perform-
ance-based allocation {PBA) system. Out of
the UA 3.42 billicn total allocations under
ADF-X, UA 2.2 billion had been commit-
ted by the end of 2006. The remaining
UA 1.2 billion will be used to finance
operations under the Bank's indicative
program in 2007. During the ADF-X Mid-
Term Review meeting at The Hague, The
Netherlands, in December 2006, ADF
Deputies discussed the Bank’s perform-
ance under ADF-X and agreed on a road-

map for consultations under the ADF-XI
replenishment exercise in 2007.

In 2006, the Bank Group continued to
mobilize resources for the Enhanced
HIPC Initiative and for the MDRI
Bank Group approvals for HIPCs have
been declining since 2004, as mosi of the
16 RMCs at interim or pre-decision points,
most of which are fraqgile states, continue
to face serious hurdles in meeting their
decision or completion point iriggers. As
a result, the Bank Group's total approvals
for HIPCs in 2006 dropped by more than
46 percent to UA 273.05 million (including
airears dearance for the Central African
Republic (CAR)), compared with UA 508.68
milion in 2005. Curent estimates show

Africa: Real GDP Growth & Inflation, 2000-2006 [Percentages)
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that new cash resources will be needed from
donors in 2007 to cover the anticipated
payment of about US$500.0 million (including
Us$210.0 milion from the Bank Group).
These resources will be needed when Liberia,
the Democratic Republic of Congo (DRC),
and 14 other RMCs reach their decision or
completion points.

ADF debt cancellation under the MDRI,
which was approved by the Board of
Directors on April 19, 2006, became
effective on September 1, 2006. Over
the S0-year implementation period of the
enhanced HIPC Initiative and the MDRI,
the Bank will provide about US$14.0
billion in debt relief, including US$8.3
billion under the MDRI and more than
US$5.6 billion in nominal terms under
the enhanced HIPC Initiative. This is
equivalent to about 15 percent of the
US5$98.5 billion cost in nominal terms of
IDA, IME, and ATDB debt relief. Under the
approved financing package, donors have
committed to compensating the costs of
MDRI o the ADF and IDA on a 'dollar-
for-dollar’ basis. Debt relief under the
MDRI is provided in addition to existing
debt relief commitments by ADF and

Bank Group Approvals by Financing Instrument, 2005-2006

other creditors under the enhanced HIPC
Initiative. Contribution to the MDRI will be
recorded and menitored separately from
regular ADF replenishment contributions,
beginning with ADF-XI, and will provide
state participants with additional voting
rights. Beneficiary RM(s are required to
use HIPC and MDRI resources for poverty
reduction programs and projects.

Cofinancing operations. The Bank
Group enjoyed strong support frem danors
in carrying out its lending and non-lending
activities. Every dollar of AfDB development
assistance to its RMCs was matched by
more than US$4.2 from donors. In 2006, UA
11.7 billion was allocated in cofinancing for
34 projects, about four times the UA 3.19
billion allocated for 19 projects in 2005.
This enhanced partnership significantly
helped improve the lives of millions of
people in RMCs, most importantly in fragile
states and in RMCs that have reached the
decision point under the enhanced HIPC
Initiative.

In West and Ceniral Africa, the Bank’s
joint assistance programs with other
development partners created conducive

In mitlion of UA

' 509
|
! -
K7
10 0 1% 30 7 9
| : : S . —
Poject  PoliyBased  Grans  Projea HIPCDebn PCCE Equity Guarantee
| Lending Lending Preparaticn Relief Pasticipation
! Facilty
|

Execulive Summary

conditions for the mobilization of
resources to build more than 2725 km of
all-weather permanent roads and feeder
roads, including multinational corridors.
Similar joint initiatives resulted in the
design of entrepreneurship and micro-
finance development programs targeted at
more than 12,600 rural poor (70 percent
women) in the Republic of Congo, the
Gambia, Malawi, and Mali. As well, through
rural electrification projects in Ethiopia
and Mozambique, the Bank Group will
facilitate access to electricity for millions
of the poor in more than 500 rural towns
and villages.

Donor support also allowed the Bank
Group to pool UA 15.6 million {about
US$23.3 million) in resouices to clear the
arrears of the Central African Republic, thus
increasing the Bank's capacity to support
critical and sustainable economic and
gavemnance reforms in this post-conflict
RMC and to share its knowledge and
expertise. Central African countries and
South Africa demonstrated unprecedented
solidarity with CAR by contributing UA 3.61
million to the debt clearance package.

Through private sector activities, the Bank
Group's revamped partnership with donors
allowed the institution to expand into
difficult markets and integrate technical
assistance and advisory services in all
its operations. In particular, muiti-sector
activities, which soared to UA 414.3
million in 2006, almost 57 percent higher
than 2005 levels, enabled the Bank Group
to advance some of its core priorities, such
as improving access to regional financial
markets, developing small businesses,
promoting sustainable business practices,
and enhancing the investment climate
in a growing number of its RMCs. This
was done through institutional support to
governance, economic management, and
poverty reduction programs.
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Operational Activities

To sustain the growth momentum
observed in its RMCs in recent years, the
Bank Group substantially increased its
financing activities during the year. The
Boards approved tending and non-lending
operations, including project and program
loans, debt relief operations, as well as
grants for technical assistance, emergency
assistance, post conflict  assistance,
in addition to private guarantees for
private sector activities. Total financing
approvals for Bank Group operations
reached a record high, rising 13.1 percent
from UA 2.29 billion in 2005 to UA 2.59
billion in 2006. This increase is attributable
to the volume of loan and grant approvals,
which rose to UA 2.31 billion in 2006,
from UA 1.74 billion in 2005.

With respect to ADB operations, the
Bank Group's investment commitments
rose to UA 1.05 billion in 2006, well above
the UA 868.7 million committed in 2005.
This unprecedented 21-percent increase
was largely due to the UA 338.0 million
{equivalent to US$500.0 million} approved
for the Financial Sector Reform Program
in Egypt—the largest single program ever
approved by the Bank Group since its
inception. This surge in non-concessional
fending also stemmed from a sharp rise
in private sector operations—io UA 278.5
million—and to HIPC debt reflief—UA
102.2 million.

In 2006, approvals under the ADF
concessional window rose about
8.5 percent—irom UA 1.42 biflion in
2005 to UA 1.54 billion (including UA
484.2 million in grants). ADB and ADF
accounted for nearly 40 percent and 60
percent, respectively, of total Bank Group
operations, compared with 38 percent and
62 percent in 2005.

For the first time in its 30-year life span,
no loans or grants were approved under
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the NTF in 2006. In November 2006, an
evaluation was launched 1o review the use

of NTF resources, assess the performance

of the Bank and Nigeria in managing the
NTF, identify possible niches for future
NTF use, and determine the NTF extension
period and changes that should be made in
relation to its governance structure going
forward. This evaluation is well advanced
and a first report is expected during the
first quarter of 2007. In the interim, the
Nigerian authorities granted the Bank
Group a one (1) year additional extension
of the NTF till Aprii 25, 2008.

Loan and Grant Approvals by Sector
In line with the Bank Group’s new strategic
orientations, the bulk of the UA 2.31
billion approved for sectoral projects and
programs in 2006 was allocated to selected
priority areas that are critical for economic

growth and poverty reduction in RMCs.
Infrastructure (transport, water supply and
sanitation, power supply), finance, and
multisector activites accounted for about
77 percent of lending activities, This reflects
a major shift towards increased selectivity
and sharper focus on high development
impact areas.

Overall, 37 RMCs—more than 71 percent
of the Bank Group's borrowing RMCs—
benefited from new approvals in 2006.
Project lending, including sector investment
operations and lines of credit, accounted for
52 percent of total operational approvals,
compared with 27 percent for policy-based
lending, and 21 percent for grants and
project preparation facilities. Most of these
operations were cofinanced with other
development partners.

Bank Group Loan and¢ Grant Approvals by Sector, 2005-2006 -
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Development Effectiveness

and Results

The Bank Group introduced in-depth
changes in 2006 t0 enhance the
effectiveness and efficiency of its lending
and non-lending activities in its RMCs.
The entry into force of the Bank Group's
new organizational structure on luly
1, 2006, empowered the institution to
launch a series of major initiatives to
restructure its programs far better country
focus and dialogue. The new structure
will also enhance focus on business lines
to improve project design and quality at
entry, ensure active portfolio supervision
and management, and strengthen delivery
and impact in support of the Bank Group's
managing for development effectiveness
and results agenda. As well, the new
position of chief economist will
strengthen the Bank Group's capacity
for economic and social analysis, thus
providing the foundation needed to develop
real intellectual feadership. Through the
emerging AfDB Economic Conference
initiative, the Chief Economist's Office will
reinforce the Bank Group's capacity 10
participate in strategic partnerships with
other donors and to have a real voice in
key development and poverty reduction
issues.

The Bank Group is stepping up actions to
increase its capacity and shift the bulk of
its human and financial resources to its
country programs and operations, including
field offices, to enhance the monitoring and
evaluation of its lending and non-lending
activities. To better achieve this strategic
objective, the Bank Group launched a
comprehensive budget reform program in
2006. When fully implemented, this reform
will allow the institution to assess and
demonstrate the relevance and impact of
its activities as well as of its contributions
to Managing for Development Results
{MfDR).

in 2006, the Bank Group sought to
strengthen its presence in its RMCs, and

21 of its targeted 25 regional and country
offices were fully operational by the end
of the year. These field offices will make
the Bank Group more visible, strengthen
its voice among donors and help RMCs
promote good financial and corporate
governance in support of national and
institutional capacity building. The field
offices will also help improve the private
investment climate and lay the foundation
required to deepen implementation of the
harmonization and alignment agenda.

The Boards of Direciors approved a
number of program and palicy dacuments
aimed at strengthening the development
effectiveness of Bank Group operations,
These include (i) 8 Resulis-Based Country
Strateqy Papers; (i) 4 Country Dialogue
Papers; (iii} 3 HIPC documents, {iv) 11
Humanitarian Emergency  Assistance
pragrams to RMCs; and (v} a Proposal for
Clearing the Arrears of the Central African
Republic. In addition, 23 key policies,
strategies, quidelines, and initiatives were
also adopted.

Human Resources

Successful implementation of the Bank
Group’s strategic orientations required
concerted effort from Bank staff, estimated
at 1,044 at end-2006 (including elected
officers and staff attached to the Boards),
compared with 1,072 in 2005 and 1,064
in 2004. Eighty (80) percent of professional
and management staff members at post
were from RMCs, compared with 20
percent from non-RMCs.

Knowledge and Capacity Building
Activities

To ensure  maximum development
effectiveness and results, the Bank
Group will place even greater emphasis
on technical assistance and advisory
services going forward. In 2006, about
750 officials from RMCs henefited from
capacity building activities. Roughly 950
Board Members, managers, and staif also
recieved training on implementation of the
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Bank Group's developmeni effectiveness
and results agenda, and on an executive
and management development program.
During 2006 as well, the Bank Group
launched the Eminent Speakers’ Program,
under which 5 renowned personalities,
including the former Heads of States of
Zambia and Tanzania, adressed issues such
as governance, the fight against HIV/
AIDS in Africa, global public goods, Africa’s
access to water and sanitation, and the
role of innovation in Africa’s economic
revival. This program will be held 4 times
a year.

The 2007 Administrative Expenses
and Capital Expenditure Budget.

In December 2006, the ADB Board of
Directors approved an administrative
expenses budget of UA 193.7 million,
a capital expenditure budget of UA 6.9
million, and a contingency budget of UA 1.9
million for 2007.The ADF Board of Directors
approved an indicative administrative
budget of UA 145.8 million for the Fund
for the financial year ending December
31, 2007, The Bank Group's 2007 budget
was anchared on prior sirategic decisions
taken by the Boards of Governors and
Directors, on the Bank's Action Plan, and
on policy decisions already taken by the
Boards under the 2003-2007 Strategic
Plan. The budget was also prepared within
the framewaork of the institutional reforms
and the enhanced decentralization strategy
approved by ihe Boards to strengthen
internal organizational effectiveness and
maximize development impact.

Net Income Allocation.

The 2006 financial statements underscore
the Bank Group's strong financial position,
with a combined net income, after
allocation, of UA 107.98 million in 20086,
almost at par with the UA 107.16 million
in 2005. Its balance sheet also remains
rabust, with the AAA rating on the Bank’s
senior debt reaffirmed. This reflects the
Bank's sound capital adequacy and prudent
financial management and poficies.
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Challenges and Strategic Vision

The review of the Bank Group's activities in
2006 shows that the institution faces the
following challenges: (i) ensuring effective
and efficient implementation of the Bank
Group's human resources reform program,
with special emphasis on reducing the
high leve! of professional vacancies; (ii)
completing the budget reform program
launched in 2006; (jii) promoting long-
term financial sustainability of the ADF
within the framework of the enhanced
HIPC Initiative and MDRI implementation;
(iv) defining an appropriate strategy
for fragile states, and harnessing donor
support to meet the special needs of
these states; and {v) mainstreaming the
Managing for Development Resulis (MfDR)
initiative into all Bank Group activities to
help RMCs, especially the 4C low-income
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ADF countries, meet the Partnership
Commitments on MfDR under the Paris
Declaration on Aid Effectiveness.

Other key issues include defining
a strategy for financing multinational
operatians; designing options to simplify
performance-based allocation and reduce
its built-in volatility; implementing the
technical assistance trust fund reform
program, with special focus on untying
development assistance; delegating
authority to country offices with sound
fiduciary controls; and defining incentives
to ensure the quality of operations and
results in RMCs.

Partnership  activities played a
fundamental role in the successful
implementation of the Bank Group's

work program in 2006. The Bank Group
will continue to take action to remain
the partner o° choice for the donor
community as it embarks on consultations
for the ADF-XI replenishment in 2007.
tn support of this strategic goal, in
2006 the President of the Bank Group
established an independent high-level
panel to advice the Bank Group on its
strategic vision and on the medium- to
long-term operational strategy needed to
implement the vision. The panel started
work in October 2006, It is expected
to present its final report during the
second half of 2007. Final proposals and
recommendations on how to implement
the panel’s conclusions will be presented
to the Boards cf Directors and Governors
befare the end of 2007.
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Operations
Bank Group Approvals bf
Numbet 12
Amount 1,880.05
of which HIPC -
Dishursements 1,578.16
ADB Approvals bv
Nurmber 2%
Amount 798.50
of which HIPC -
Dishurserments 021.3
ADF Approvals b/
Number 91
Amount 1,081.55%
of which HIPC -
Disbursements 646.07
NTF Approvals
Humber
Amgunt
of which HIPC -
Disbursemerits 486
Resources and Finance {at year's end)
ADB
Authorized Capitat 21,857.85
Subseribed Capital ¢ 21,528.50
Paid-up Portion of 2,643.59
Callable Portion 18,885.31
Borrewing (gross} 7,646.86
Outstanding Debt df 7,342.38
Cumufative Exchange
Adjustment on Subsariptions ef {162.52)
Reserves 1,650.08
Cumulatve Cumency
Translatien Adjustment {501.28)
Gross fncome 824,37
Net Income g/ 157.80
ADF
Subscnplions i 11,551.52
Other Resources if (645.62)
NTF
Resources {gross) {f 450.21

1998

133
1,751.01
3060
1,249.58

18
940.52
3060
6518.96

115
810.49

623,88

6.73

2281009
2237536
2,765.34
19,610.02
7.850.28
7,533.99

(166.75)
1,871.61

(577.40}
756.10
158.0%

12,839.53
{671.74)

468.88

1999

2000

93 144
177087 2,585.00
125.92 844.46
121583 896.68
n 38
108894  1,00867
28.48 22659
700.62 535.42
70 103
68193 147242
97.45 617.87
504.94 35299

3

1392

10.27 8.28
2998268 2849464
2297645  26,772.08
271198 262774
20,26447  24,144.33
144300 721553
712340 701494
{167.76)  (16526)
1,969.73  1,999.38
{(576.60) (54822
12138 687 53
169.35 152.16
1282880 1333102
(853.01)  (845.61)
486.03 514,90

2601

134
2,981.31
768.14
1,079.39

26
1,239.97
13.85
609.20

107
1,73492
548.2%
455.43

541

376

27,484.69
27,008.40
2,633.86
24,374.54
6,7717.76
6,549.17

(162,89}
2,155.78

{564.44)
71525
151.53

13.716.91
(975.21)

534,16

2002

118
2,771.99
613.85
142497

31
145208
255.56
679.45

84
1,306.14
35802
740.97

13.78
0.26
456

2973230
8,243.1
2,901.70
26,341.41
6,277.30
6,056.72

{193.04)
1,99.20

{618.36)
664.57
256.75

18,522.25
(839.48)

523,51

Sources: ADB Statistics Department for data on operations; ADB Financial Control Department for data on Rescurces and Finance.

Motes

&/ The cumulative figures go back to the initial operations of the three institutions (1967 for ADB, 1974 for ADF and 1976 for NTF).

b/ Approvals include loans and grants, prwvate and public equity investments, emergency cperations, HIPC debt relief, loan reaflocations and guarantee, Post Conflict Country Facility.

o Subscribed capital and paid up capital for 2005 were restated 10 exclude shares 1o be issued upon payment of future nstallments.
df Outstanding debt for 2004 was sestated for fair vatue option.
e/ CEAS were restated sn 2001 for prior yeass to adjust for ranslation gains and losses on subscriptions.
ft Reserves for 2004 were restarted following the application of the IFRS.
g/ For the years 2001 ta 2003 net income excluded net gainsfosses on non trading derivatives (IAS 39 adjustments). Also for the years 2005 and 2006 ret income excluded incorne transfers approved by

Board of Governors.

b/ Substriptions = Restated for years 1997-2005 9 be amounts paid instead of amouats pledged.
i/ Other Resources = Accumulated Reserves/Loss + Net incomeriass for the year + Miscellanequs.

The conversion rates used are those for 31 December of each year.
The conversien rates of the ADB, ADF and NTF Unit of Account (UA) to US Dollar for various years are as follows:

1997 1 UA = 1.34925 US dolars
1998 1 UA = 1 40863 US dokars
1959 1 UA = | 37095 US doliars
2000 1 UA = 1.30251 US doliars
2001 1 UA = ).25562 US dokiars

2002
2002
2004
2005
2606

T UA = 1.35952 US daflars
1 LA = 1 48597 S dodlars
1 U4 =7 55300 US doflars
1 UA = 1.42927 US dodlars
1 UA = 1.50440 US dadars

Percentages in the charts and tables of the Report may not add up to 100 due to rounding

pLUVES

145
2.624.69
274
1,519.83

18
1,108.3¢

969.27

12
1,482.93
274
546.94

5
33.45

3183

32,498.16
3204302
3,24081
28,802.21
9,003.42
8,586.51

{215.96)
2,240.10

(67.23)
631.87
26500

17,815.50
{803.27)

557.92

Table 0.1: Summary of Bank Group Operations, Resources, and Finance, 1997-2006
(in miltions of U.S. dollars)

2004

124
431778
1,567.26
2,043.05

B
2,359.86
1,009.17

478,76

99
1,953.5%
468.03
1,05%.82

2
1437

147

2005

102
3.
727.04
1,843.48

34
1,241.65
10863
850.92

65
2,032.0%
613.86
987.72

3
436
456
485

Cumulative a/

2006

122
3,896.30
387.37
1,864.00

3
1.572.65
153.76
825.07

84
232365
23361
1,030.76

8.16

3396433 33,258.13 32,801.23
33,541.75 30923.77 32,786.89

345275 3,24330  3,547.05
30,088.99 2768067 28,240.66
940739 937617  6,159.91
875725 849043 883153
(228600  (216.90)  (234.30)
230845 3,239.28 346837
(726.76) .
693.69 685.49 816.67
21290 31633 291.90
1965247 1895464 19,950.99
(887.30)  (680.36) (1,167.99)
569.84 534699 209.92

Total

3233
59,058.75

5,067.31
35,202.21

1,029
33,091.83
212261
21,010.92

2,129
25,560.17
2,939.37
13,923.08

75
406.76
483
268.21
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Table 0.2: Summary of Bank Group Approvals, 2006
(in millions of U.S. dollars}

Bank Group Approvals by Sector, 2006

Sector

Agriculture and Rural Development
Social
Education
Health
Other
infrastructure
Water Supply and Sanitation
Power Supply
Communication
Transport
Finance
Multisector
Industry, Mining and Quarrying
Urban Development
Environment
Total Loans and Grants
Other Approvals
HIPC Debt Relief
Past Conflict Country Facility
Equity Participation
Guarantees
Loan Reallocation

Total Approvals

Financing Instrument

Project Lending
Public and Publicly -Guarantesd:
Project Loans
Sector lnvestment and Rehabilitation
Lines of Credit
Private Non-Publicly Guaranteed:
Project Loans
Lines of Credit
Policy-Based Lending
Sector Adjustment
Structural Adjustment
Grants
Technical Assistance
Project Cycle Activities
of which Private Secter
Institutional Support
Middle Income Countries Grant
Profect Grant
Structural Adjustment Grant
Special Refief Fund
Emergency Assistance
Emergency Postconflict
Project Preparation Facility
Debt and Debt Service Reduction
SFM Debt Alleviation
HIPC Debt Relief
Post Canflict Country Facility
Equity Participation
Public Equity
Private Equity
Guarantee
Public Guarantees
Private Guarantees
Loan Reallocations

Total Approvals

[ Naote: The conversion rate used is that Tor De(emh;r 31, 2006 : 1UA = USS 1.50440

Number

—_—— oo

o e P o

34

T

Number

-
PR - -y

LY
PR R N R ST N T

17
17

ADB

Bank Group Approvals by Financing Instrument, 2006

ADF Bank Group
Amount Number Amount Number Number Amount

38.07
92.56

92,5
335.87
104.72

76.93

154.23
744 85
110.13

84.14

1,405.72
166.93
153.77

13.17

1.572.65 84 2,323.65 3,896.30

ADF Bank Group
Amount Number Amount Number Amount

1317

1347

1,572.65 2,323.65 3,896.30

Source : ADB Statistics Department, Ecantmic ang 50¢ial Statistics Divisian }
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Figure 0.1: Bank Group Loan and Grant Approvals and Disbursements, Figure 0.2: Cumulative Bank

1997-2006
(in miltions of US S)

Group Loan and Grant Approvals
by Institution, 1967-2006

5,000 -
4,500
4,000
3,500 1
3,000
2,500 1
2,000 1
1,500 1
1,000 1

500 1

ADF 42.0% NIF 0.8 %

- T

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 ADB57.2%

Loan and Grant Approvals
—a—  Disbursements

Figure 0.3: Cumulative Bank Group

Loan and Grant Approvals by Sector Figure 0.4: ADB Net Incorme, 1997-2006 *

(in millions of US 3)

1967-2006
350 -
Water Supply & San. 7.8 Transpart 16,7%
: Industry 5,2% Agrculture 17,6% 300 / \

Communication 2,3%

b —
?t e Sectors 0.2% 250 | \/

200
150 | e \ et
i
100 | I
; |
Finance 13 8% I
: i 50 A :
! Social 11,6% ! . |
lPuwer Supply 9,3% Multisector 15,4%: o

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

“For the years 2001 to 2003 net income excluded net gairs/losses on nan trading detivatives {1AS 39 adjustments).
Also far the years 2005 - 2006, net income excluded income transfers approved by Board of Governors.
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Bank Group Sector Definitions

Sector

Type of Project

Agriculture and Rural Development

Transportation*

Communications*

Water Supply and Sanitation*

Power Supply*

Industry, Mining, and Quarrying

Finance

Social

Environment

Multisector

Urban Development

Food crops, cash crops, livestock, fisheries, agro-industry, forestry, irrigation
and drainage

Road, air, water, and rail transportation, pipe transportation, and feeder
roads

Telephone, radio, telegram, postal, information technology, cable and satel-
fite services

Production, treatment and distribution of potable weter, and development
of sewerage systems

Production ang distribution of electricity, gas, solar, coal, petroleum, and
other renewable energy sources

Manufacturing, tourism, mining, quarrying, and small- and medium-size
industrial entergrises

Development banking, commercial banking, non-bank financial intermedia-
tion, and microfinance

Education, health, population, gender equity, stand-alane poverty allevia-
tion projects

Stand-alone projects that address environmental conservation and man-
agement issues such as reforestation to curb soil erosion, clean-up of water
bodies, treatment and disposal of waste material.

Public sector management, including structural {adjustment programs and
debt relief operations), private sector development, jood governance and
anticorruption programs, industrial import facilitation, expart promotien,
institutional support.

Projects related to strategic urban planning activities

* Infrastructure Development: Transportation, communications, water supply and sanitation, and power supply
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Chapter Q01 Activities of the Boards

The Board of Governors issues general directives on Bank Group operations. It delegates powers to the Board of Directors,
who set policies and guidelines and oversee all Bank Group operations and financial and administrative activities.

This chapter reviews the Boards' activities during 2006, with particular emphasis on the 2006 Annual Meetings and on key
approvals and resolutions taken during the year.

BOARDS OF GOVERNORS

The 2006 Annual Meetings

The Annual Meetings of the Boards of Gov-
ernors of the African Development Bank
Group—rthe AfDB or the Bank Group—were
held in Ouagadougou, Burkina Faso, on May
17 and 18, 2006. During the meetings, Gover-
nors approved the Annual Report and audited
financial statements for the financial year end-
ed December 31, 2005. They also participated
in the Joint African Development Bank Group
/ Economic Commission for Africa {AfDB/ECA)
Ministerial Roundtable, in high-level seminars,
and in the Governors' Forum.

Annual Meetings Seminars

The AfDB Annual Meetings have traditionally
been preceded by a symposium on economic
and social development challenges facing
Africa. During the 2006 Annual Meetings, the
symposium was transformed into an AfDB-ECA
ministerial roundtable discussion, followed by
high-level seminars on contemporary develop-
ment issues that are relevant for policy makers,
civil society organizations, and development
practitioners in Africa. These events were
attended by more than 1,400 participants,
comprising Goveinors and their delegations,
Board members, senior management and
staff, representatives of international finance
institutions, civil society leaders, private sector
operators, and other development partners.

The Ministerial Roundtable discussion fo-
cused on infrastructure Development and Re-
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gional Integration: lssues, Opportunities, and
Chaflenges. It was opened by His Excellency
Paramanga Ernest Yonli, Prime Minister of
Burkina Faso, and co-chaired by Mr. Abdoulie
Janneh, Executive Secretary of the UN-ECA,
and Mr. Donald Kaberuka, President of the
AfDB. The 3 high-level seminars were on (i)
Infrastructure Development and Regional
Inteqration: Getting the Policy. Framework
Right; (ii) Infrastructure Development and
Regional Integration: Meeting Investment
Needs; and(iii) Transparency, Accountability,
and Combating Corruption; Implications for
Good Governance in Africa and the Role of
the AfDB.

Seminar participants exchanged views
on infrastructure needs, challenges fac-
ing Africa, and development effectiveness
in the light of the scaling up of interna-
tional aid. There was broad consensus that

because infrastructure development and
regional integration are the foundations
of accelerated growth, African countries
should endeavor to address the attendant
critical challenges: improving palicies, build-
ing institutionz| capacities, aligning donor
practices, enhancing domestic resource
mobilization, improving governance, accel-
erating regional integration, and strength-
ening the capacities of regional economic
communities.

The seminars also underscored the large
investment—about US$20.0 billion—
needed to bridge the infrastructure gap
and suggested ways 1o raise the requisite
resources. Suggestions included increasing
official development assistance; deepening
debt relief: and using innovative financing
mechanisms in regional member countries
(RMCs).

2006 Annual Meetings




At the macroeconomic level, participants
stressed the need for African countries to
improve their domestic environments to
significantly accelerate growth and reduce
poverty. They called on RMCs to deepen
reform efforts and avoid policy reversals
in order to promote stable macroeconomic
conditions. RMCs were also encouraged to
(i) pursue structural reforms by speeding
up privatization and enhancing private-
public partnerships for greater private sec-
tor participation; (ii} invest in human capi-
tal development to maintain infrastructure;
(iii) establish adequate policies for private
sector involvement in infrastructure, and;
(v} develop domestic financial markets to
sustain infrastructure development.

At the regional level, participants conclud-
ed that scaling up infrastructure financing
and development required further har-
manization of cross-border infrastructure
development policies. It also required
the promotion of regicnal approaches to
resource mobilization, the development of
tegal and regulatory frameworks, and the
strengthening of the human and financial
capacities of regional economic commu-
nities, including their rationalization, to
formulate regional policies and implement
regional initiatives.

Boards of Governors' Forum

Bank Group actions aimed at enhancing
development effectiveness in RMCs were
presented to the Boards of Governors dur-
ing the 2006 Annual Meeting. The presen-
tation provided a forum for Governors and
senior management to discuss key issues
affecting the quality of the Bank Group's
portolio. These include (i} scaling up the
development effectiveness and impact of
Bank Group operations in RMCs; (ii) taking
action (by Bank Group management, in
partnership with RMCs and other donors)
to improve the quality and impact of inter-
ventions; (i) raising RMCs’ awareness
about the increasing leadership role they
should play to enhance development effec-

tiveness and results and build consensus
on actions, and (iv} the way forward.

The preseniation also highlighted a range
of new poverty reduction policy instru-
ments developed by the AfDB in response
to the demands of its shareholders and to
the development challenges facing Africa.
It also covered issues such as improving
stakeholder participation in policy and
project design, promoting good govern-
ance and transparency, improving develop-
ment effectiveness and results in portfolio
management, and strengthening donor
harmonization in support of the Paris
Declaration on Aid Effectiveness.

The presentazion was well received by
Governors, who expressed satisfaction at
the Bank's new focus on results—which,
they stressed, should be measurable and
monitorable. Governors underscored the
need to give prioity to quality rather than
10 quantity in Bank Group operations and
urged the Bank to enhance its capacity to
meet RMC needs—a capacity currently
constrained by staff shortages. They also
encouraged the Bank to strengthen South-
South cooperation, especially in trade; to
become more involved in fragile states;
and to support middle-income countries’
(MIC) efforts to reduce pockets of pov-
erty and enhance access to international
capital markets. They welcomed ongoing
efforts to harmonize donor interventions
at the country level and align them with
country systems within the framework
of the Paris Declaration on Development
Effectiveness—reiterating their expecta-
tion that this would lead to unified project
management units and reduced transac-
tion costs. They also noted the Bank's per-
formance-based allocation (PBA) system
for concessional resources to RMCs,

Governors expressed appreciation for the
presentation and recommended that such
dialogue on Bank Group operations, with
the attendant transparency and infermation
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disclosure by management, become stand-
ard practice in future annual meetings.

Boards of Governors’ Meeting

In his welcome address, the Honorahle
Seydou Bouda, Governor for Burkina
Faso and Chairman of the Boards
of Governors, extended his country's
appreciation to Bank Group Governors,
Executive Directors, and management for
giving Burkina Faso the privilege of hosting
the 2006 Annual Meetings. He thanked the
Heads of State and Government in attend-
ance for honoring Burkina Faso and the Bank
Group with their presence, an indication of
their profound attachment to the institution
and to the continent’s development efforts.
In particuiar, Mr. Bouda acknowledged the
presence of His Excellency Paul Kagame,
President of the Republic of Rwanda and
His Excellency Emilo Armando Guebuza,
President of the Republic oi Mozambigue.
He offered special words of encouragement
to Her Excellency Ellen Johnson-Sirleaf,
President of the Republic of Liberia—the
first democratically elected female president
in Africa—and to His Excellency Charles
Konan Banny, in his dual capacity as Prime
Minister of the Republic of Céte d'Ivoire and
Bank Group Governor for his country. As
well, he expressed gratitude 1o His Excellency

Her Excellency Mrs. Eilen Johnson-Sirlea,
President of the Republic of Liberia, at the
2006 Annual Meetings
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Blaise Compaoré, President of Burkina Faso,
for his unrelentless support during the prepa-
ration of the meetings.

Mr. Bouda commended the Boards of
Directors, senior management, and Bank
staff for helping the AfDB pursue and
consolidate its development mission. He
noted that the performance of the AfDB
in 2005 and the quality of its products
and services to RMCs confirm its solid-
ity and resourcefulness. In concluding his
statement, Mr. Bouda applauded the intro-
duction of the Governors" Forum during
the 2006 Annual Meetings, noting that
the Forum would facilitate dialogue on
Bank Group and international community
initiatives and guide senior management
on issues relating to these initiatives. He
wished all participants success in their
deliberations.

In his opening statement, the President
of Burkina Fase, His Excellency Blaise
Compaoré, welcomed delegates to his
country and expressed the hope that
they would have useful discussions and
a memorable stay in Ouagadougou. He
noted that the meetings were taking place
against a backdrop of substantial increases
in the cost of petroleum products. Given
the impact of such high costs on the daily
lives of Africans, he suggested that Africa
and its partners design and implement
programs that provide practical solutions
1o the legitimate concerns of Africans. He
stressed that through good governance
RMCs could meet the expectations of their
citizens while competing effectively with
other nations.

In conclusion, President Compacoré outlined
the challenges that African countries and
institutions must address to give hope to
future generations. These include reduc-
ing poverty; fostering a corruption-free
and stable socio-political environment to
encourage domestic and foreign investment;
accelerating economic growth and pursuing
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fair multilateral trade, and promoting region-
al integration. He commended President
Kaberuka's effarts to consalidate the Bank's
achievements, and G8 countries for their
multilateral debt cancellation initiative.

In his speech, AfDB President, Donald
Kaberuka, acknowledged the presence
of 4 distinguished African Heads of State
and Government as a historic occurrence
that indicated their collective support
and commitment to the institution. He
expressed gratitude to the government
and the people of Burkina Faso, and to
President Blaise Compaoré, in particular,
for hosting the 2006 Annual Meetings.
He also thanked the government and the
people of Tunisia for continuing to host
the AfDB Temporary Relocation Agency,
thus enabling the Bank Group to consoli-
date and deepen its normal operations,
He wished the people of Cote d'lvoire,
the host country of the Bank’s headquar-
ters, success in their quest for peace and
national reconciliation. As well, he paid
tribute to his & predecessors for their
dedication and invaluable service to the
AfDB and to Africa.

President Kaberuka expressed optimism
about Africa’s capacity to significantly reduce
poverty within a decade in light of easing

conflicts, increasing restoration of peace and
democragy, and good governance in a grow-
ing number of countries. In this context, he
welcomed development partners’ growing
support to Africa and, observing that the
next decade would be a crucial one, called
on the continent’s development partners to
double official development assistance and
reduce trade barters.

On the financial front, Mr. Kaberuka noted
that the sound financial standing of the
AIDB reflected its strong shareholder sup-
port, sound capital adequacy, and prudent
financial management and policies. He
assured sharehclders that he would consoli-
date the Bank's financial position and ensure
that it utilizes ts ever-growing riskbearing
capacity to better suppori its borrowing
RMCs. In addition, the institution would
strategically refocus its lending on low- and
middle-income countries and scate up sup-
port to post-conflict and fragile states.

Mr. Kaberuka underscored management’s
determination -0 step up efforts to improve
the Bank Group's structure, policies and
procedures, and to maintain rigorous insti-
tutiona! standards. He commended Bank
Group staff for their commitment and
reiterated his determination to nurture
staff and make the institution a magnet for
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more talent and a center of excellence. This
would involve sharpening the Bank Group’s
focus and selectivity in specific areas.

On operational priorities,  President
Kaberuka reiterated that the AfDB would
strengthen selectivity and focus prima-
rily on infrastructure {roads, transportation,
energy, water supply and sanitation) and
on the financial sector. In particular, the
Bank Group would give priority to regional
highways and corridors that open up high-
potential areas and diversify vulnerable
focal economies, thus helping unleash the
potential of RMCs to create private sector
jobs, which are the foundation of greater
prosperity and sustainable growth.

The President stressed that the AfDB would
alse enhance development effectiveness
and results by helping its 53 RMCs fight
corruption. He called for prompt and timely
delivery of assistance to post-conflict and
fragite countries, underscoring that for
the AfDB to become a reliable partner in
resolving urgent needs, it must make the
requisite commitments and better assume
and manage risks.

Mr. Kaberuka underscored that the AfDB
could provide support to help MICs integrate
the global economy, unleash the potential

of their private sectors, and strengthen
their efforts to enhance competitiveness. He
reviewed the on-going institutional reforms
aimed at improving effectiveness by bringing
the Bank closer to its dlients, enhancing its
focus on RMCs and its responsiveness to
their diversified needs. Finally the President
acknowledged the potential role of regional
integration in strengthening growth and
development in Africa and called on African
leaders to eliminate visa requirements as a
commitment to regional integration.

In their respective statements, the 4 Heads
of State and Government in attendance
commended the President, the govern-
ment, and the people of Burkina Faso for
hosting the meetings and for the hospitality
extended to them and to their delegations.
They congratulated the AfDB President for
faunching institutional reforms that will
strategically reposition the Bank to better
meet the development challenges facing
its RMCs. They called on the AfDB to seize
the historic opportunity provided by its
current rejuvenating process, a favorable
international environment, and the conti-
nent’s determination to chart a democratic
path—with more and more countries pur-
suing inclusive and competitive politics
that provide the basis for peace—to fulfill
and deepen its development mandate.

Heads of State and Government at the 2006 Annual Meetings
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The Heads of State and Government also
encouraged the Bank to help its RMCs
fight corruption and foster good govern-
ance; build robust and resilient national
institutions in order to pursue effective
and coherent national development strate-
gles; improve economic management and
consolidate the rule of law; and develop a
strong private sector and credible media.
Finally, the Heads of State and Government
urged the AfDB to take action to main-
stream governance-based evaluations and
reporting into its programs and projects.

Governors’ Statements

Governors thanked the government and
people of Burkina Faso for hosting the 2006
Meetings and for the warm hospitality and
generous facilities provided. They stressed
that the slightly favorable economic and
social conditions and positive economic
growth in African countries would not
suffice, especially in sub-Saharan Africa,
to achieve the Millennium Development
Goals (MDGs). Consequently, they urged
RMCs to deepen reforms to promote sus-
tainable growth—which should be less
dependent on commeodity prices and on
the weather. They highlighted the chal-
lenges facing the continent: poverty and
related problems (in particular food secu-
rity and malnutrition), the HIV/AIDS pan-
demic, development challenges, including
good governance, and conflict prevention
and resolution.

In the light of these challenges, Governors
urged the international community to
support national efforts by honoring its
promise to assist the development efforts
of RMCs and to provide market access for
their exports. Howevei, they also called upon
African countries to improve development
planning to ensure rational use of scarce
aid resources and encouraged the AfDB to
provide RMCs with the requisite support.
Governors welcomed the attendant reforms
undertaken under President Kaberuka's
leadership.
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Measures taken by the Bank Group to
implement NEPAD programs—of crucial
importance to Africa—were deemed encour-
aging by Governors, who were also pleased
with actions taken to deliver on the Bank's
mandate as leader in infrastructure devel-
opment. In this regard, they welcomed the
establishment of a special fund for the prepa-
ration of NEPAD infrastructure projects. The
Infrastructure Consortium for Africa, the Africa
Water Facility, the Rural Water Supply and
Sanitation Initiative were among the initia-
tives applauded by Governors as an indication
of the Bank’s support for RMCs" efforts to
reduce poverty and attain the MDGs.

Governors approved of the Multilateral
Debt Relief Initiative (MDRI) and the special
modalities for the contribution of US$8.54 bil-
lion under this initiative. They thanked donors
for supporting the initiative, which wil allow
beneficiary countries to secure the additional
resources needed to attain the MDGs. They
encouraged the AfDB to deepen its support to
borrowing RMCs, focusing on priorities such
as the development of an enhanced culture
of efficiency, to consolidate institutional and
operational achievements and results. This
will require rigorous, results-based manage-
ment, complemented by enhanced quality-
at-entry of projects. Governors underscored
that timely implementation of an enhanced
decentralization strategy would strengthen
AfDB’s responsiveness to its clients and
increase its development impact.

Several Governors reiterated the need to
(i) strengthen the Bank’s alliances with other
regional, international, and multilateral part-
ners, (ii) focus efforts on comparative advan-
tage, to better manage limited resources, in
conformity with the NEPAD mandate and
with the principles of aid harmenization
and efficiency; {iii) ensure greater selectivity
and complementarity with other donors; and
(iv) promote better economic and regicnal
integration.

Other Governers called upon the Bank to focus
on the situation of fragite states; suppart RMCs
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in creating an enabling environment for the
effective development of the private secior;
and reinforce borrowing member countries’
capacity to fight corruption, promote good
governance, transparency, and a strong cufture
of responsibility and accountability. Most
Governors therefore noted with great interest
the proposal to establish within the Bank a
framework to prevent fraud and corruption.
They encouraged the AfDB to mainstream
gender issues into development programming,
as these issues are critical for development.
in this regard, they applauded the appoint-
ment of 2 women as vice-presidents—out
of 5 vice presidents—and encouraged the
President to pursue efforts to ensure gender
balance at all levels.

Finally, Gavernors underscored the need to
promote activities that also favor middle-
income countries, reiterating that actions
should be underpinned by the need to
strengthen the analytical capacities of
human resources. Governors cansidered the
Bank’s agenda challenging, but expressed
broad support for it, given the Bank's
track record of reforms since 1995. They
encouraged the Bank to adapt to the new
exigencies of development objectives by
building on the diversity and strengths of
its new management team and dedicated
staff. In closing, Governors reiterated their
firm support for the institution and urged
it to implement its agenda without delay to
reaffirm its position as a first-class develop-
ment bank for African countiies.

Governors’ Resolutions

During the Annual Meetings, the Boards of
Governors considered and adopted resalu-
tions on the ADB and the ADF (Appendixes
II-1 and NI-1). They endorsed a report
prepared by the joint Steering Committee
and approved the Committee’s recommen-
dations, including:

eResolution B/BG/2006/01 and F/
BG/2006/01)—Temporary Relocation of
the Operations of the African Development
Bank to the Temporary Relocation Agency

in Tunis, Tunisia: Twelve {12)-Month Review
of the Temporary Relocation Period;

* Resolution B/BG/2006/06—Reviews to be
Conducted by the Governors” Consultative
Committee and the Steering Committee
for the Election of the President, concern-
ing certain Procedures related to the
Election of the President; and

 Resolution B/3G/2006/07—Waiver of the
Reguirement to hold the Annual Meetings
at the Bank’s Headquarters or in another
Regional Member State, whenever the
General Election of Executive Directors
will be concucted in the course of the
Meeting.

Governors also adopted resolutions on the
Annual Report and audited financial state-
ments for the financial year ended December
31, 2005, for the ADB, ADF, NTF, and Special
Trust Funds. They noted the independent
auditors’ opinion on the audited financial
statements and congratulated the Boards of
Directors, management, and staff for results
achieved during the previous year.

In addition, Governors approved the desig-
nation of Memhers of Bureau and the loint
Steering Committee from end-2006 Annual
Meetings to end-2007 Annual Meetings.
The Bureau would comprise China as Chair,
with Gabon and The Gambia as first and
second Vice-Chairs, respectively. During the
same period, the Joint Steering Commtittee
would comprise Botswana, Cameroon,
Comoros, Guinea, India, Italy, Japan Liberia,
and Morocco.

Finally, Governors approved the relevant
resolution for allocations from the Bank’s
2005 net income of UA 221.3 million as
follows: {i) UA 21.3 million for ADF-X; (i} UA
67.3 million for the Democratic Republic
of Congo (DRC) Spedial Account; (iii) UA
10.6 million for the Heavily Indebted Poor
Countries (HIPC) Initiative; (iv) UA 25.0
million for the PCCF, as the third and final
installment of the Bank's contribution to




the Facility; and (v) UA 15.0 million for
the Spedial Relief Fund for Emergency and
Humanitarian Assistance. They also decided
to transfer UA 73.3 million from the 2005
allocable income to reserves.

BOARDS OF DIRECTORS

Approvals
During 2006, the ADB and ADF Boards of
Directors held 40 formal and informal meet-

ings, during which they provided guidance
on the formulation of policies, strategies,
and guidelines aimed at enhancing the
Bank Group’s development effectiveness
and results in RMCs. The Boards approved
loans, grants, private guarantees for sover-
eign loans, and HIPC debt relief amounting
to UA 2.59 billion. The breakdown of this
amount by financing instrument, source
of funding, and approved operations is
presented in Chapter 5. The proposed indica-
tive operational program for 2007 was UA
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2.69 billion, higher than the UA 2.23 hillion
approved for 20086,

Overall, the Boards approved 8§ Results-Based
Country Strategy Papers, 4 Country Dialogue
Papers, 3 HIPC documents, 11 Humanitarian
Emergency Assistance grants for RMCs, and
1 Proposal for Clearing the Arrears of the
Central African Republic. In addition, the
Boards approved 23 key policies, strategies,
guidelines and initiatives to strengthen the
effectiveness of Bank Group operations,

{lanuary-December 2006)

Table 1.1: Key Policy and Program Documents Approved by the Boards of Directors

Results-Based Country Strategy Papers

Cape Verde: 2005 - 2007

Ethiopia: 2006 - 2009

Guinea Bissau (RBCSP): 2005 - 2009

Lesotho: 2005 - 2007

Mauritania: 2006 - 2007

Mozambique: 2006 - 2009

Repubiic of Congo: 2005 — 2007

Central African Republic: Joint Assistance Strategy Paper

e A A

Country Dialogue Paper:

1. Central African Republic: 2005-2006
2. Liberia: 2006

3. Sudan: 2006

4. Togo: 2006

HIPC Approval Documents

i Cameroon; Completion Point under the enhanced HIPC Initiative

2. Malawi: Completion Point under the enhanced HIPC Initiative

3. Republic of Conga: Decision Point under the enhanced HIPC Initiative

Post Conflict Country Facility
1. Central African Republic: Proposal for Clearing Arrears

Humanitarian Emergency Assistance Grants

Djibouti: Prevention of Avian Influenza

Egypt: Combating Avian Influenza in 2006

Ethiopia: Victims of 2006 Drought-Affected Communities

Guinea Bissau: Fight against the Cholera Epidemic

Kenya: victims of the 2006 Drought-Affected Communities.

Mulsinational: Supporting Initiatives for Combating Avian Influenza in

Benin, Burking Faso, Cameroon, Chad, Ghana, Niger and Togo

7. Multinational: Supporting Initiatives for Combating Avian Influenza in
Cote d’lvoire and Mali

8. Nigeria: Supperting Initiatives for Combating Avian Influenza in 2006

9. Somalia: Victims of 2006 Drought-Affected Communities

10. Sudan: Supporting Initiatives for Combating Avian Influenza in 2006

11. Tanzania: Victims of 2006 Drought- Affected Communities

A

Policy and Proegram Documents

oo =

o

14.
15,

16.
17.

21,

22.
23.

The Year 2006 Indicative Operational Program

The Year 2006 Borrowing Program

ADB — Financial Statements for the Year Ended December 31, 2005
ADF — Special Purpose Financial Statements for the Year Ended
December 31, 2005

NTF — Financial Statements for the Year Ended Dacember 31, 2005
Allocation of Net Income of the ADB for the Financial Year ended
December 31,2005

Allocation of Net Income of the NTF for the Financial Year ended
December 31, 2005

Specia! and Trust Funds — Financial Statements for the Year Ended
December 31, 2005

Microfinance Policy and Strategy for the Bank Group

. Proposal for a new Qrganizational Structure for Transforming the AfDB
. Revised Financial Guidelines far Sovereign-Guaranteed Inans.

. ADF Implementation Modalities of the Multilateral Debt Relief Initiative
. Annotated Format for Bank Group Results-Based Country Strategy

Papers (RB-CSP}

Independent Review Mechanism-Operating Rules and Procedures
Preposal to Establish an Anti-corruption and Fraud Investigation
Function in the AfDB

Policy Framework for Bank Lending in RMC Currencies

Proposal for Technical Cooperation Fund Reform at the African
Development Bank

. Proposals for Access to ADF-X Grant Resources for Finandiag

Technicaf Assistance Activities

. ADF Results Measurement Framework Paper
. Proposal on the Bank's Continued Suppert to the Joint African Institute

{JAI} for the Period 2007-2009

African Water FacilityIndicative Financing Program and
Administrative Expenses Budget for 2007

The Year 2007 Borrowing Program

The 2007 Administrative Expenses and Capital Expenditure Budget

Annual Repart 2006




Chapter 001  Activities of the Boards

as highlighted in Table 1.1. Through its 8
country portfolio review missions, the Bank
Group scaled up active management of its
portfolic and identified projects less likely
10 achieve their development outcomes and
impact. Most of the problem projects identi-
fied were partly or fully cancelled, thereby
freeing up UA 302.7 miltion, which will be
used to finance new projects in 2007, before
the end of the ADF-X cycle.

The 2007 Administrative Expenses
and Capital Expenditure Budgets

In December 2008, the ADB Board of Directors
approved an administrative expenses budget
of UA 193.7 million, a capital expenditure
budget of UA 6.9 million, and a contingency
budget of UA 1.9 million for 2007. The ADF
Board of Directors approved an indicative
administrative budget of UA 145.8 million
for the Fund for the financial year ending
December 31, 2007.The Bank Group's 2007
budget was anchored on prior strategic
decisions taken by the Boards of Governars
and Directors, the Action Ptan, and policy
decisions endorsed by the Boards under
the 2003-2007 Strategic Plan. The budget
was also prepared within the framework of
institutional seforms and of the proposed
decentralization strategy aimed at strength-
ening internal organizational effectiveness
and maximizing development impact.

Other Activities of the Boards of
Directors

The Boards of Directors also considered
several operational, financial, and admin-
istrative issues within the framework of its
6 established advisory committees. Major
committee activities during 2006 are high-
lighted below.

Committee of the Whole

This committee is chaired by the President of
the Bank Group and comprises all Executive
Directors. During the year, it reviewed the
Bank Group’s annual budget proposals and
other matters referred to it by the Boards
on an ad hoc basis.
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Committee on Operations and Development
Effectiveness {CODE)

In 2006, this Committee held 15 sessions
to consider several country and policy docu-
ments, including: the proposal on Technical
Cooperation Fund Reforms in the Bank;
Tanzania and Ghana Country Assistance
Assessments; Evaluation Feedback and
Knowledge Management Strategy and
Proposed Action for 2006-2008; Towards
Closing Evaluation Gaps at the AfDB; and
the Annotated Format for Bank Group
Results-Based CSPs.

Committee on Administrative

Matters Concerning the Boards of
Directors (AMDB)

This Committee met 4 times ta consider and
submit recommendations to the Boards on
proposals related to Board effectiveness. It
focused on the Boards’ mandates and activi-
ties as well as on the roles of the General
Secretariat and of the Dean of the Boards.

Audit and Finance Committee (AUFI)

The Audit and Finance Committee held
12 meetings, during which it reviewe several
documents {listed in Table 1.1) concerning,
among other things, the internal audit work
program and financial statements of the
2005 fiscal year, which had to be prepared
for approval by Governars during the 2006
Annual Meetings. It also discussed the exter-
nal auditors’ contract and engagement letter
and considered a final report and presenta-
tian on the implementation of an integrated
control framewark at the Bank. Finally, it
met with CODE for a joint examination
of the Bank Group’s Whistle-Blowing and
Complaints Handling Policy document.

Committee on Administrative Affairs and
Human Resource Policy Issues (CAHR)
This Committee met 5 times and held 2
joint meetings with AUFI to consider the
Information Note on the Recruitment Process,
the Study on Staff Recourse Mechanisms and
the Bank's proposed Human Resources
Poficy. One of the meetings focused on a

diversity and inclusion policy for the Bank
Group and on the Presidential Directive
Establishing Rules and Procedures for
Dealing with Harassment in the Bank.

Ethics Committee

The Boards' Ethics Coramittee met on 2
accasions to consider matters of interest
and relevance 1o members of the Boards of
Directors and tc the President of the Bank.

Executive Directors’ Study Tours

Study tours previde a unique opportunity
far Executive Cirectors to (i} learn about
recipient countr es’ development needs and
priorities; and {ii) discuss actions required to
consolidate and deepen the Bank's policy
dialogue with RMC officials, donars, private
sector actors, and civil society organiza-
tions. Such exchanges help improve the
development effectiveness and results of
Bank-funded projects and programs.

In 2006, the Boards of Directors undestook
2 study tours to regional member countries,
The first tour, to Burundi, Cameroen, and
the Central African Republic took place in
February 2006. The second took Executive
Directors to Kenya, Rwanda, and Tanzania,
in February/March 2006.
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in 2006, the Bank Group implemented far-reaching reforms designed to deepen development effective-
ness in its RMCs. This chapter reviews the main activities of the Bank Group’s organizational units in
the light of these institutional reforms.

INSTITUTIONAL
REFORMS

fn recent years, the AfDB has often been
called upon to Jead continent-wide ini-
tiatives such as the New Partnership
for Africa’s Development (NEPAD), the
Rural Water and Sanitation Initiative, the
African Water Facility, the Infrastructure
Consortium for Africa, and regional inte-
gration. As well, bilateral donors have
been relying increasingly on the Bank as
a key partner for delivering assistance and
maximizing development impact in the
continent. To strengthen the Bank Group’s
institutional capacity to meet these chal-
lenges and opportunities, the Boards of
Directors approved, in April 2006, a pro-
posal to strengthen the Bank Group’s
organizational structure. The. refarms
centered on the Operations Complexes
and on the Office of the Chief Economist.
With the added impetus provided by the
increasing international focus on Africa,
these changes will strengthen the institu-
tion’s role as a key development partner.

The ongoing institutienal reforms will rein-
force the Bank Group's capacity to deliver
on its poverty reduction and sustainable
economic development mandates, with
emphasis on attaining the MDGs. The
reforms are underpinned by the need 1o (i)
consalidate the Bank's achievements and
reposition it for greater effectiveness and
efficiency; (i} meet the evolving develop-
ment challenges of RMCs; and (jii) provide
teadership in areas where the Bank Group
has developed, or can develop, a compara-
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tive advantage, and in those mandated by
RMCs, the NEPAD, and the international
community.

The new structure, which entered into
force on July 1, 2006, will allow the Bank
Group to strengthen its resource base, shift
resources to operations, reinforce its knowl-
edge capacity, improve its respanse to key
institutional priorities, and build capac-
ity for greater decentralization in order
to improve country focus. Furthermore, it
will increase the Bank's capacity to deliver
core financial and knowledge services to
RMCs while meeting growing demands
for infrastructure development, regional
integration, good governance, and sound
£conomic management,

In the wake of the organizational reforms,
the Bank Group also introduced policy and
business process changes—in particular
human resources management and
budget reforms—to ensure the effec-
tive implementation of the reforms and the
achievement of development objectives.
These changes, coupled with the ongoing
deceniralization, will play a critical role in
building a more results-oriented institu-
tion, as recommended by the Boards of
Governors, and will better position the
Bank Group to scale up the development
impact of its operations in its RMCs.

The priority of the Bank Group's decen-
tralization strategy is wider and more
effective country presence, with due
attention to the guality, effectiveness, and
cost-efficiency of country offices. Thus, the

main pillars of the strategy are (i} greater
empowerment of, and delegation of, author-
ity to field offices; {ii) optimization of field
office staffing levels and skills mix—based
an country strategy, priorities, portfolio size
and nature; jii) effective field office contri-
bution to porifolio management and project
implementation; and (iv} strong monitoring
and auditing mechanisms to ensure the
integrity of procedures and processes. The
strategy also envisages fiduciary safeguards
to mitigate ricks associated with increased
delegation of authority.

During the AD=-X Mid-Term Review meeting
at The Hague, The Netherlands, in December
2006, the Bank Group was urged to step up
action to ensure timely and effective imple-
mentation of its decentralization program.
By end-2006 the decentralization program
was on track: 21 of the 25 country offices
had been opened—excluding Tunisia; and
13 of the 21 offices were fully operational
with resident representatives. The remaining
8 were being managed by officers-in-charge,
pencing the appointment of permanent rep-
resentatives, and are slated to become fully
operational before the end of 2007. The
opening of 3 country offices (Angola, Algeria,
and Sudan) was still contingent on the
signing of horne country agreements. These
offices are expected to open and become
fully operational before the end of the ADF-X
cycle (see Tabla 2.1}. A Bank Group National
Program Offica was also opened in Guinea
Bissau and is now operational.

In July 2006, President Kaberuka and
his senior staff—vice-presidents, chief of




cabinet and senior advisers—met dur-
ing a retreat in Tunis to reflect on the
Bank Group's institutional strategy and
on change management issues. The sen-
ior management team focused on critical
gaps and key priorities and agreed on
the way forward as well as on a progress
monitoring mechanism. They also reached
consensus on the vision and aspirations of
the AfDB: The Bank can, and should, play a
greater and more visible role in delivering
results in Africa in order to become the
premier voice on African development, a
trusted and respected partner of choice for
RMCs. During 2006 as well, the President
of the Bank Group established a panel
of eminent persons tasked with making
recommendations on the future strategic
role and interventions of the AfDB {see
Box 2.1).

KNOWLEDGE
MANAGEMENT AND
RESEARCH

One of the objectives of the new organi-
zational structure is to unleash the Bank
Group's potential as a knowledge institu-
tion. To this end, the Office of the Chief
Economist was strengthened and a new
Chief Economist appointed to revamp,
quide, and coordinate all knowledge-relat-
ed activities across the institution. The
Bank's research program was divided into 5
research clusters: {i) Poverty Reduction and
the MDGs; (i) Macroeconomic Dynamics
and Growth; {iii) Governance, Institutions,
and Public Sector Management; (v}
Investment Climate and Competitiveness
of African Economies; and (v) Regional
Integration and Trade.

Development Research

Research activities during 2006 focused on
aid, debt relief, and development in Africa;
debt relief and service delivery in African
countries; the impact of oil prices on African
economies; a prospective analysis of oil and
gas resources in Africa; the performance and
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Pre-Operational Operational

Table 2.1: Status of Regional Country Offices

Country Resident Representatives Regional Offices (3):
fOfficers-in-Charge (8): Gabon,
Cameroon Kenya Maozambique
Chad Malawi Senegal
Democratic Republic of Congo  Sierra Leone
Ghana Zambia
RMCs at an advanced-stage of; Country Offices (10):

pre-operational activities (4) Burkina Faso  Morocco

Algeria Egypt Nigeria Nigeria

Angola Ethiopia Rwanda

Sudan Madagascar Tanzania

(Tunisia) Mali Uganda
lssues Initial set-up Issues: Operational support

Staffing, accommodation, host country Ongoing administrat ve
agreements and other legal issues, fogistical support

suppart, information and communication

technologies

Box 2.1: High Level Advisory Panel on Strategic Role of AfDB

In 2006, President Kaberuka established an independent High Level Advisory Panel to advise the Bank on
its strategic vision and on the medium- 1o long-term operational strategies needed to achieve the vision.
The establishment of this panel reflects the AIDB's commitment to strengthen support for the continental
development agenda and comes at a time of new opportunities and challenges for Africa.

The panel is co-chaired by H.E. joachim CHISSANO, former President of Mozambique, and the Right
Honorable Paul Martin, former Prime Minister of Canada. The members of the panel include: Professor
Chedly AYARI; Mr. Soumaila CISSE; M. Frangois-Xavier DE DONNEA; Sir Timothy LANKESTER; Mr. E.
Tumusiime MUTEBILE; Professor Wiseman NHKULU; Mr. Poul NIELSON; Dr. Ndi Onyiuke OKEREKE; Dr.
Judith RODIN; Mr. Jean-Michel SEVERING; Professor Joseph STIGLITZ; and Mr. Morisho YUMA,

The panel will consult with intemal and external stakeholders, particularly in Africa, 10 gather views and
ideas on key challenges facing the Bank Group. The major issues under consideration include {i) the
Bank Group's ambition; (i} operational priorities and choices, including knowledge management; (iii)
relevant and well-adapted Bank support to all RMCs; (iv) resources, instrements and modalities; and
(v) partnerships.

The panel staried work in October 2006 and is expected to present its preliminary findings to the AfDB
President in time for the May 2007 Annual Meetings. It will submit its final report by September 2007.
In addition to making recommendations, the panel will play an advocacy role, building consensus for the
vision and a long-term strategy for its implementation.

prospects of African economies in 2006; the
aid for trade initiative; and competitiveness
of African economies. The Bank's research

Debt Relief and Development in Africa.

¢ TheAfrican Development Report 2006. Aid,

findings were published in the following
widely disseminated publications.

s TheAfrican Economic Outlcok 2005/2006.
This publication reviewed recent eco-
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nomic developments in Africa and made
projections for key macroeconomic
variables, based on a study that cov-
ered 30 countries. The focal theme was
Promoting and Financing Transportation
Infrastructure Development,

» TheAfrican Development Review covered
development policy issues of interest to
RMCs and the Bank. Three volumes of
the Review were published.

¢ The Economic Research Working Paper
Series, Four papers were published under
this Series.

e Aid for Trade Monograph.

[nitiatives undertaken in 2006 include
the organization of the inaugural AfDB
Economic Conference {(AEC) in Tunis, from
November 22 to 24, 2006. The confer-
ence sought to provide the Bank Group
with a proactive mechanism for generating
research products from Bank investments
and from ccllaboration with other devel-
opment networks and research institutions
{see Box 2.2). Other initiatives included
the establishment of networking groups of
economists and researchers.

Statistical Services

The Bank Group continued to scale up its
statistical capacity building activities within
the framework of the Reference Regional
Strategic Framework for Statistical Capacity
Building in Africa, prepared in collaboration
with the Economic Commission for Africa
{ECA), the World Bank, and OECD-Paris
21, Activities were motivated by the need
for reliable and up-to-date data to improve
measurement, monitoring, and managing
for development results. Aciivities focused
primarily on improving data availabifity and
quality and on strengthening the institu-
tional capacity of RMCs to produce data.

Major achievements during 2006
included a Bank-led international effort
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aimed at providing financial and techni-
cal support to help RMCs develop or
update their National Strategies for the
Development of Statistics. The initiative
will help RMCs align their statistical
systems with international standards. it
will also enhance the capacity of RMCs
to provide effective statistical suppeort
for development policy-making, includ-
ing the monitoring of Poverty Reduction
Strategy Papers (PRSPs) and MDGs. To
this end, in collaboration with the UNDP,

the AfDB launched the MDG Monitoring
and Statistical Literacy Project to help
its member countries build capacity for
monitoring progress in the MDGs and in
national development policies.

The Bank Gioup continued to support
International Comparison Program (ICP)
price surveys i1 48 participating RMCs—to
help them improve the quality of prices
and the measurement of GDP data. It also
continued to provide technical assistance

Box 2.2: The AfOB Economic Conference

The abjective of the AfDB’s first economic confer-
ence was o assess the situation in Africa 5 years
into the 21st Century and examine prospects for
the years ahead. The conference sought to foster
collaboration between national policy makers and
researchers—to ensure the achievement of mutu-
ally satisfying outcomes—and io provide the Bank
Group with 8 mechanism for generating research
products. Over 150 leading experts, national policy
makers, and a number of RMC ambassadors and
diplomats resident in Tunis, as well as Bank man-
agement and staff were in attendance.

In his opening remarks, Bank Group President
Donald Kaberuka underscored the institution's
rofe as a channel for development financing and
a source of advice on best practices, economic
reforms, private sector development, and owner-
ship issues. He reiterated that the Bank Group
had no monopoly on, nor was it 2 depository of,
capacities, and that its aim was to offer African
researchers a platferm that would allow their
voices te be heard. In his remarks, Mr. Kasekende,
the Bank’s Chief Economist, stressed the impor-
tance of bringing together leading researchers
and policymakers 1o discuss issues of commaon
interest and expressed the hope that the out-
comes would be mutually bengficial.

In his statement, Professor Olu Ajakaiye, who
delivered an address on behalf of Professor
William Lyakurwa, Executive Director of the
African Economic Research Consortium, recalled
the conditions that led to the creation of ihe
Consortium, notably the policy choices and chal-
lenges facing governments in an ever-changing
environment, Other eminent speakers included
Mr, Cheick Modibo Diarra, Chairman for Microsoft

Africa, who caled for infrastructure develop-
ment across the continent; and the Henorable
Slaheddine Jemmali, Tunisian Secretary of State
for Foreign Affars, who urged Africa to assume
responsiility for its own destiny and underscored
the importance of intra-African dialogue for
sharing experiences. Also in attendance were
Professor Patrick Guillaumont of the Centre
d'éiudes et de recherches sur le Developpment
International {CERDI), France; Professor Ji Hong
Kim of the Karezn Development Institute; Dr. Alan
Gelb of the World Bank; and Professor Paul Collier
from the University of Oxford. These and other
renowned expe-ts presented discussion papers
aimed at sharing insights about the current situ-
ation in Afica and generating recoramendations
for policy analysts and policy makers.

The plenary session of the conference covered
3 main topics: {a) enhancing Africa’s economic
growth; (b) the private sector 25 an engine of
growth in Africa, and (c) trade issues in Africa.
The concurrent thematic sessions focused on 4
current policy issues that are retevant for Africa’s
growth and devilopment: {a) wealth creation and
equity in Africa; 1b} trade and regiona) integration;
(c) finance and investment; and (d) growth and
sectoral policy issues,

Papers presented at the conference will be pub-
lished for the widest possible dissemination
among policy makers in RMCs, international
crganizations, donor organizations, and other
stakeholders in Africa’s development. The AfDB
Economic Conference will become an anaual
Bank Group event, Follow-up activities to actual-
ize key conferenze recommendations are planned
for 2007 and 2008,




to RMCs—throughout the implementation
phase of ICP data collection activities—
to improve consumer price indices {CPI).
Financial and technical support was also
made available to statistical training centers
in Africa to (i} enhance their curricula, and
(ii} provide appropriate statistical training of
immediate relevance to the African environ-
ment. The AfDB also published 2 volumes
of the bi-annual African Statistical Journal
in 2006.

Capacity Building and Training

The AIDB supports capacity building—
within the institution and in RMCs—
through training, assistance to national
institutions, and knowledge dissemina-
tion. In 2006, the Bank Group's African
Development Institute and the Joint Africa
Institute (JAI) conducted complementary
workshops, seminars, and symposia aimed
at building capacity in RMCs, In coopera-
tion with other institutions, ithe Bank Group
also organized development management
seminars and conferences, such as the
2006 Annual Meetings seminars and the
joint AfDB/ECA roundtable discussion on
Infrastructure Development and Regional
Integration (see Chapter 1). A number
of training activities, some of which will
continue in 2007, were also organized for
Bank staff (see Table 2.2).

With financial support from the Dutch
Trust Fund, the AfDB also prepared a
comprehensive capacity-building pro-
gram on stakeholder consultation and
participation. It organized a training
session in Burkina Faso, in October
2006, for Bank staff and 60 practitioners
from Burkina Faso, Mali, and Senegal. A
stmilar workshop will be held in Uganda
in January 2007 for practitioners from
Uganda, Rwanda, and Tanzania. The
Bank also prepared a training manual
to guide the continuous mainstreaming
of stakeholder participation into policy
and project work. In collaboration with
sister institutions, it completed a data-

Training
Activity
Project
Training

Development
Management
Training {for

RMCs)

Management
Development
Training

Professional
Development
Courses
{professional
and general

staff)
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Topic

& National Project implementation
e Agricultural Management Training for Africa

« infrastructure Developmant and Regional
Integration

« Role of National Parliament in Good Governance
and Poverty Reduction in Africa

+ Improving Governance in Africa through
Enhanced Accountability & Transparency

* local Governance and Pro-Poor Outcomes

»  Franchising within SMEs

s Development Strategy

*  Executive Development Program

*  Management Develcpment Program

e Development Program for New Managers

¢ Development Program for Resident
Representatives

»  Information Technology and Communications

*  Investment Appraisal

*  Budget Preparation and Managemant

e Credit Risks and Derivatives

¢ Debt Management, Procurement, and
Disbursement Procedures

»  Capacity Building for Better Governance

¢ Renewable Energy for Poverty Reduction

*  Quality Assurance

* language French, English, Arabic and Portuguese

Participants

550 officials from RMCs

200 offic als from RMCs

100 participants

{Board Mambers,
management,
professioral staff,

project and team leaders).

600 staff members

Qver 250 staff

Mali--Poverty Raduction Project: Djskoumna Project beneficiaries in a meeting
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base designed to provide information
on development NGOs in Africa and to
promote partnerships.

Within the context of the Bank's partner-
ship and staff exchange arrangements
with the Bretton Woods Institutions, 3
Bank staff spent 3 months at the Warld
Bank and the IMF, as part of a knowledge
sharing exercise. As well, 60 staff members
were sent abroad for training, and 5 staff
members were awarded scholarships to
deepen their knowledge in areas that are
relevant to the Bank's priorities. The Bank
Group plans to increase the number of
scholarships to cover strategic areas in
which it seeks to deepen its comparative
advantage. Through a competitive process,
the Japan Fellowship program, funded by
the Japanese government and managed by
the Bank, also awarded 12 scholarships to
young African scholars to pursue master's
degree programs in fields related to Africa’s
social and economic development.

Under the Eminent Speakers' Program,
launched in 2006, 5 renowned personali-
ties were invited to share their knowledge
of contemporary development issues facing
Africa with Bank management and staff
{see Table 2.3). Henceforth, the Eminent
Speakers’ Program will be held 4 times
per year.

OPERATIONAL POLICY
DEVELOPMENT AND
REVIEW

Policy and review activities in 2006 con-
tinued to serve as & critical foundation for
strengthening the development effective-
ness of AfDB support to RMCs. Activities
focused on promoting quality assurance in
operations, ensuring compliance with poli-
cies and procedures, monitoring portfolio
performance and management, contrib-
uting to the preparation of operational
policies and guidelines, and promoiing
development effectiveness.
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Major achievements included the assess-
ment of the effectiveness of the Bank group
lines of credit as tools for promoting devel-
opment and reducing poverty; the produc-
tion of new generations of Results-Based
Country Strategy Papers (RB-CSPs), with an
enhanced poverty focus; and the mid-term
review of the Bank’s Gender Plan of Action
for 2004-2005 to determine progress, gaps,
challenges, and the way {orward. The Bank
Group also implemented innovative opera-
tional initiatives—to strengthen its institu-
tional capacity and that of RMCs—to main-
stream environmental and social issues into
the policy dialogue and project cycles.

in further developments, the Bank Group
prepared a paper on lessons learned {rom
implementing Budget Support and Sector-
wide Approaches (SWAps} in operations
and drafted a Framework for Project Risk
Analysis and Management—to guide the

preparation of project appraisal reports by
Operations sta. It also launched a number
of initiatives that will be concluded in 2007,
in particular, th2 preparation of strategies on
fragile states and middle-income countries
and of an urban development policy. By
end-2006, considerable progress had also
been made in the preparation of a number
of operational policies and quidelines. These
included the elaboration of the “Resufts-
Based Management Implementation Plan”,
the revision of business processes, includ-
ing “Eligible Fxpenditures for Bank Group
Financing. Issues and Proposals ", the "Policy
Framework for Enhancing the Use of Country
Systems in Bank Group Operations”, "Size
of Operations and Approval Authority”.
Most of thesz policy documents are on
track 1o be finalized in 2007.

In 2006, the Bank Group focused on pre-
paring Quality of Supervision Assessment

Table 2.3: Eminent Speakers’ Program, 2006 —

Speaker

His Excellency Dr. Kenneth
Kaunda, first President of the
Republic of Zambia

Professor Calistous Juma,
Professor, Harvard University,
Boston, USA

M. Michel Camdessus, former
Managing Director of the IMF

The HIV/AIDS
Pandemic in Africa: My
Fears and Hopes

Reinventing Growth:
The Role of Innovation
in African Economic
Revival

Expanding Rural
Africa's Access to

Topic Date

March 2, 2006

April 13, 2006

October 12, 2006

Water and Sanitation

Dr. Kingsley Y. Amoako, former
UN Under-Secretary General
and Executive Secretary of ECA

His Excellency Mr. Benjamin W.
Mkapa, former President of the
Republic of Tanzania

Report of the
International Task
Force on Global Public
Goods

Good Governance
and Development:
Experiences from

November 13, 2006

December 12, 2006

Tanzania




documents, following the implementation
of the Quality at Entry Assessment in
2005. The objective was to assess the
quality of supervision of Bank-funded
projects in 2007. Other achievements
during the year included the revision of
the supervision report format; comple-
tion of the Project Appraisal Checklist and
Appraisal Review Checklist; preparation of
Results-Based Logframe training docu-
ments (for training in 2007}, and approval
by the Boards of a Microfinance Policy
and Strategy.

EVALUATION OF
OPERATIONS

Considerable progress was made in enhanc-
ing the accountability and learning dimen-
sion of the Bank Group's development
effectiveness efforts and the independent
operations evaluation function in 2006.
The number of evaluations undertaken
increased substantially, and the evaluation
reporting process was impraved. The appli-
cation of relevant evaluation findings, les-
sons, and recommendations in the design
of new operations was also enhanced, and
significant improvements made in project
and program monitoring and evaluation,
and in responsiveness to RMCs.

Other major achievements in 2006
included the completion or implemen-
tation of country assistance evaluations
and country sector reviews in Ghana,
Tanzania, Morocco, and Ethiopia; the com-
pletion of the "Review of Assistance in the
Health Sector”; and harmonization and
joint assistance strategies’ assessment in
Ethiopia, Mozambique, Uganda, Tanzania,
and Zambia. These assessments revealed
that the Bank Group was broadly in line
with alignment and harmonization princi-
ples and was maving in the right direction
in its quest for greater decentralization, an
improved poverty reduction strategy proc-
ess, and selectivity to enhance comparative
advantage. In 2006, the Bank Group also

initiated new evaluations in agriculture and
rural development, infrastructure, regional
integration, and transportation.

HUMAN RESOURCES
MANAGEMENT

The Bank Groug's staffing complement at
December 31, 2006, was 1,044 {including
52 elected officers and staff attached to the
Boards), compared with 1,072 in 2005 and
1,043 in 2004. Staff in 2006 comprised
5 vice presidents, 1 secretary general, 1
chief economist, 22 directors, 41 manag-
ers {including 11 resident representatives),
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583 professionals, and 339 general serv-
ices staff members. Eighty (80} percent of
professional and management staff at post
was from RMCs while 20 percent was from
non-RMCs. Of the 68 management staff,
21 percent was from non-RMCs. In all, 78
percent of reqular management and pro-
fessional staff members at post were male,
and 22 percent female, The female/male
ratio at the management level was 10/90
percent in 2006. The Bank's objective is to
bring this ratio to 20/80 percent by end of
2007. The distribution of staff at post is
presenied in Table 2.4.

Table 2.4: Established Posts and Staffing Status

as at December 31, 2006
COMPLEXES

Eiected Officers {Executive Directos
& The President)

Staff Reporiing to the Executive Directors
Units Reporting to the Board  (SDUP)*
Presidency Units (PRST)**

Operations | - Couatry & Regional
Pragrams (ORVP)

Operations Il - Sector Operations (OSVP)

Operations Il - Infrastructure, Private Sector
and Regional Integration (QIVP)

Finance { FNVFP}

Corporate Services {CSVP)

Office of the Chief Economist (ECON)
Other Qrganizational Support Units***

TOTAL

2006 Budgeted Posts

188

130
149

90
137
42
i
891

* Operations & Evaluations Department: PL{11); G5{3}

** The Cabinet: PL{4); GS({7)
Office of the Auditor General: PL{10), GS {6)
General Counse! & Legal Services: PL {15), G5(6)

External Relations & Communications Unit: PL(4}, GS {6)

*** loint Africa Institute: PL (D), GS, {8}

Staff at Post
as at 31st December

2006
GS Total PL GS Total
19 19 19
18 52 Ell 14 45
6 22 12 3 15

69 154 57 60 117
45 233 120 25 145

33 163 122 27 149
28 177 105 18 123

76 166 0 66 136

105 242 142 104 246
23 65 26 16 42
5 6 i 6 7

408 1,299 705 339 1,044
Administrative Tribunal: PL(1); GS(2)

Office of Strategy Management (PL, 5}, GS (1)),
General Secretariat PL{17), G5(32)

Office of the Ombudsman: PL(1), G5 (1)

Cempliance fReview & Mediation Unit: PL (1), G5 (1)
Bank Headquarters and Staff Council: PL {3}, G5 {32}
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Staff Planning and Recruitment

With the implementation of the Bank
Group's institutional reforms in 2006, the
priority, from a human resources manage-
ment perspective, was 10 retain or reassign
highly skilled personnel to support the new
organizational structure, In pursuit of this
objective, Staff Planning and Recruitment
implemented a number of measures, includ-
ing (i) reassigning 450 staff members, based
on their skills-mix and the needs of the
departments; (i) managing the enhanced
recruitment process to fill 43 vacancies
at the levels of directors, unit heads, and
managers; {iii) developing a diversity policy
to reflect the Bank's commitment, and; (iv)
recruiting adequate and experienced staff
with relevant skills-mix for field and existing
offices.

Interviews for vacant director and heads of
unit positions were concluded in December
2006. Interviews for managers and lead
economists are expected to be concluded
by the end of January 2007. Management
plans to accelerate the recruitment proc-
ess in 2007 in order to fill most of the
vacancies before the end of the year. This
is crucial if the institution is to reduce
its current vacancy rate during 2007—to
about 5 percent, from its current level of
over 20 percent—taking into account pasi-
tions arising out of attrition, owing to both
normal and voluntary retirements, as well
as to unforeseen departures, Recruitment
for field offices was completed for Rwanda,
Burkina Faso and Morocco, and interviews
were concluded to fill vacancies in the
Uganda, Egypt, and Mozambique country
offices. These actions will strengthen the
Bank Group's capacity to respond effec-
tively to country dialogue and portfolio
management challenges.

The far-reaching reforms launched in July
2006 created dual career path positions,
which will provide opportunities and incen-
tives for staff to build technical skills. These
positions will also support the enhance-
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ment of sector-based and crosscutting
knowledge by promoting and attracting
top sector experts who may not be inter-
ested in managerial tracks.

The human resources changes implemented
were underpinned by management’s commit-
ment to create @ more diverse and balanced
workforce in terms of geographical represen-
tation, gender, age, and language, as well as
to mainstream cosscutting experts. To this
end, an institutional diversity and inclusion
initiative was launched during 2006. The
initiative entailed establishing a compre-
hensive policy framework to address related
issues, adopting relevant policies and prac-
tices, and implementing related reform meas-
ures. During the third quarter of 2006, the
“Diversity and inclusion Poficy, the Action
Plan” and the “Terms of Reference for a
Senior Advisor on Diversity” were completed
and presented to the Boards of Directors.

FINANCIAL
MANAGEMENT

The overriding objective of the financial
management function is to ensure effi-
cient use of the Bank Group's financial
resources and risk-bearing capacity. In
pursuit of this objective, the Bank Group
focuses on 2 activity areas: the formula-
tion of financial and risk management
policies, quidelines, and procedures; and
the manitoring and reporting on com-
pliance therecf Financial management
operations are divided into 3 thematic
groups: {i) asset and liability manage-
ment, {ii} credit risk management, and (i)
treasury risk management.

Asset and Liability Management

In 2006, the Bank Group continued to focus
its asset and liability management (ALM)
activities on the implementation of its finan-
cial reform program, launched in 1996. The
Bank's ALM Guidelines were updaied to
enable a wider range of counter parties for
treasury activities while continuing to keep

the counter party credit risk under control.
A pilot program in credit derivatives was
carried out to increase efficiency in counter
pasty credit risk management.

Credit Risk Management

Given the risks associated with the growing
emphasis on non-sovereign projects in its
fending operations, the Bank Group con-
tinued to adjust its credit risk management
instruments accordingly. Credit opinions
were submitted to the Board for new com-
mercial projects with innovative structuring
features. The Bank Group also continued
to focus on developing and implementing
the Showcase Projects Initiative (SPI) to sig-
nificantly improve project quality at entry.
The SPI aims to provide staff with the tools
needed to perform state-of-the-art project
appraisals, including pertinent risk and
stakeholder impact assessments. The SPI
was implemerted through practical training
in 2006, and resulted in the development
of relevant pedagogical materials that will
be used for future project appraisals across
the Bank Group during the ADF-X pericd
and beyond.

Treasury Risk Management

in 2006, the Bank Group focused its
tregsury risk management activities on
strengthening straight-through process-
ing of treasury transactions and building
decision support tools for performance
analysis, risk analysis, and control of treas-
ury activities. Following the adoption of
the fair value option, a methodology was
implemented for the valuation of the bor-
rowing portfolio in order to ensure compli-
ance with Intesnational Financial Reporting
Standards.

INTERNAL AUDIT

The Bank Group's internal audit function
continued to provide independent and
objective assurance, advisory, and con-
sulting services aimed at improving Bank
Group operztions. Since the systematic




evaluation of control, risk management,
and governance processes adds value to
the Bank's activities, the 2006 Internal
Audit Annual Work Program was based
on a risk-based, long-term coverage plan
centered on operations, finance, and cor-
porate administrative activities. Overall,
60 percent of resources budgeted for
audit activities in 2006 was spent on
operations {including external offices) and
finance audits. The balance was spent
on advisory services, the monitoring of
prior ohservations, and recommendation
accounts. The Bank Group conducted 9
audits in the Operations Complex and 5
in the Finance and Corporate Complex.
It also received 11 complaints on cor-
ruption and fraud allegations; 3 of them
were fully investigated and closed, and
the remaining 8 are still under close
investigation.

GENERAL COUNSEL
AND LEGAL SERVICES

The Bank Group's legal function continued
to provide enhanced services to foster the
effectiveness of, and compliance with, the
Bank Group’s internal rules and regula-
tions, as well as with applicable laws
and legal best practices, while providing
the Bank Group with the flexibility to
be innovative, effective, and responsive
to the diverse needs of its RMCs. Legal
services and advice were provided on
a number of issues, including (i) the
2006 Annual Meetings; (i) the adop-
tion and operationalization of the MDRI;
(it} the negotiation and conclusion of
host country agreements and other legal
instruments related to the Bank Group's
deceniralization strateqgy; (iv) the prepara-
tion, with other donors, of Memoranda of
Understanding on coerdinating budget
support operations in RMCs; {v) the con-
clusion and implementation of financing
agreements for Bank Group operations;
and {vi) the design of the legal framework
for the adoption and implementation of

the revised Bank Group policy en Technical
Cooperation Trust Funds.

A number of legal milestones were also
reached during 2006. A deed of compro-
mise was concluded with the Cayman
Island liquidators of the defunct Bank
of Credit and Commerce International
(BCCI). Under this deed, the AfDB received
US$ 16.5 million, about 81 percent of
total ADF and NTF claims of deposits
with the defunct BCCI (Overseas} Paris.
The maiden issue of African Development
Bank Law for Development Review was
published; and seminars on the Revision
of General Conditions Applicable to Loan
and Guarantee Agreements and Dispute
Resolution in Government Procurement
for Maghreb countries. were organized in
Tunis

INFORMATION
TECHNOLOGY
MANAGEMENT AND
TELECOMMUNICATIONS

During 2006, the Bank Group stepped
up acticn to implement, consolidate,
and maintain its information technology
and telecommunications infrastructure.
Major achievements undertaken included
the following.

» Equipment of field offices. Field offices
in Burkina Faso, Rwanda, and Morocco
were equipped with IT and telecommu-
nications systems, and hence became
fully operational. By the end of the
year, the equipment of field offices
with cost effective IT and telecommu-
nications systems were well advanced
in Kenya, Chad, Democratic Republic
of Congo, Ghana, Cameroon, Sierra
Leone, Malawi, and Zambia and will
be completed in 2007. The Workflow
for Project system for field offices was
also completed in 2006, and staff was
trained in project and loan management
systems in field offices in Egypt, Mali,
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Gabon, Senegal, Madagascar, Burkina
Faso, and Rwanda.

¢ Enhancement of Enterprise Resource
Planning (SAP Applications) with the
acquisition of new SAP modules for
users.

* Launching of an updated version of
the Bank's website, together with its
intranet portal and website.

¢ £nhancement and generation of new
user reports on the Bank's core treasury
system and completion and implementa-
tion of a confirmation system for deriva-
tives transactions with counter parties.

» Completion and operationalization of an
IT system for the Ombudsman and for
the Bank's online library management
system.

PROCUREMENT AND
PROJECT FINANCIAL
MANAGEMENT

Two major policy orientations underpinned
procurement and financial management
activities in 2006: the combination of
project financial management responsibili-
ties and procurement activities under the
Procurement Unit, and the consolidation of
all Bank Group procurement functions and
responsibilities under the new Procurement
and Project Financial Management Unit.

Key procurement monitoring activities
included the revision of procurement policy
rules; the development of guidelines, guid-
ance notes, and manuals; and the provi-
sion of technical assistance to Operations
Departments during the project cycle. Other
activities included the review of 250 com-
plex procurement issues concerning projects
in RMCs; the completion of the “Annual
Procurement Fost Review Report for 20057,
and post-review missions for 7 on-going
projects identified in the “Annual Portfolio
Performance Review" as high risk projects
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with procurement problems; and the prepa-
ration of a 12-monthly procurement brief
summarizing sensitive procurement issues
that were officially reviewed and resolved.

The Bank Group sought to reinforce RMC's
procurement capacity through 14 national
project implementation workshops, jointly
implemented with the Africa Development
institute. It also delivered 3 training semi-
nars on procurement for Bank staff. To
strengthen policy dialogue, communica-
tions, and interaction with clients and
partners, the Bank conducted 11 business
opportunities seminars in RMCs and held
9 other seminars in Tunis for visiting RMC
delegations.

In 2006, the Bank Group tock action
to ramp up cooperation with sis-
ter institutions in order to meet the
Partnership Commitments on Managing
for Development Results under the
Paris Declaration on Aid Effectiveness.
To this end, it participated in several
activities, including meetings of MDB
heads of procurement, to agree on
“Master Procurement Documents”; it
also continued to participate in the
QECD-DAC/World Bank Joint Venture
on Procurement and in the prepara-
tion of Country Procurement Assessment
Reports {CPARs).

CORPORATE
COMMUNICATIONS

The Bank Group's communications strate-
gy is aimed at projecting the Bank Group’s
brand identity in order to repositicn the
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Bank as an agile, transparent, responsive,
and effective development institution that
is strongly committed to transparency and
to disclosure of information. To achieve
these objectives, communications activities
in 2006 focused on the strategic use of dif-
ferent mass communications channels to
reach target audiences in the continent and
around the globe. As a result, by end-2008,
innovative approaches in the use of web,
audiovisual and multimedia technologies,
and print media were becoming standard
praciice in the Bank Group. Furthermare,
the range of communications activities
had increased significantly, reflecting the
shift in the corporate culture to a culture of
openness and enhanced communications.

Considerable progress was made in sev-
eral areas in 2006: the number of media
campaigns around thematic or sectoral
issues increased. A muliimedia center
was created and new communications
platforms used to ensure the dissemina-
tion of the Bank's message to new audi-
ences around the globe; and the Bank's
Public Information Center was upgraded
and registered a significant increase in
the number of visitors and of requests
for documents. As well, the information
dissemination capacity of field offices
was enhanced to cope with the rising
demand for external communications
and outreach envisioned under the new
Communications Sirategy.

To enhance internal communications, the
Bank Group's flagship publication, Bank
in Action, which covers a range of issues,
including progress reports on ongoing

projects and activities in field offices, was
transformed into a more reader-friendly
e-newsletter. An important new feature,
Qur Choice Project, was added to the
web homepage and to the e-newsletter
to motivate and spur Bank Group task
managers and others involved in project
implementation. Furthermore, the intranet
was retooled to accommadate the activi-
ties of all Complexes, and to provide win-
dows for a full range of regular in-house
activities,

To expand outreach and enhance com-
munications with relevant institutions
in Tunisia, the AfDB and the National
Library of Tunis agreed that the lat-
ter would sarve as the International
Standard Book Number (ISBN) agent
for Bank pub.ications. The Library would
alsc serve as the network and chan-
nel for distributing Bank Group pub-
lications to libraries, universities, and
research institutions in the country.
In other developments, the AfDB pro-
vided support for Africa’s International
Media Summit 2006, which focused
on the theme: Re-Branding Africa: A
Critical Conversation, hetd in Accra,
Ghana. It also participated in the first
Worid Congress on Communication for
Development held in Rome in October 2006.
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In 2006, the Bank Group took action to mainstream managing for development results (MfDRs) principles into its opera-
tions and to help its RMCs meet the Partnership Commitments under the Paris Declaration on Aid Effectiveness. This
chapter reviews these actions, as well as Bank Group initiatives, resource mobilization and allocation, and partnership and

cooperation activities.

Operational Priorities

The Bank Group's overarching objective in
2006 was to promote economic growth
to reduce poverty in RMCs. To this end,
the institution stepped up efforts to focus
on its priority areas of intervention at the
country and regional levels. These priority
areas, which are in line with the Bank's
strategic orientations, are as follows:

e Country level: human development;
agriculture and agro-industry; private
sector development; governance,
economic and financial reform; and
infrastructure (transportation, power
support, communications, water
supply, and sanitation),

¢ Subregional level: water initiatives,
integration and trade, and economic
co-operation and regional
development,

» (Crosscutting issues: gender
mainstreaming, and environmental
management.

In addition to focusing on these
areas of intervention, the Bank Group
continued to pursue ongoing or new
initiatives (notably those related to
harmonization, water initiatives, NEPAD),
and to support debt relief under the
enhanced Heavily Indebted Poor Countries
(HIPC) Initiative, the Multilateral Debt Relief
Initiative (MDRI), and the Post Conflict
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Country Facility {PCCF). It also pursued
hilateral technical cooperation activities,
which focus on mobilizing, managing, and
administering grant resources provided by
donors 10 support the Bank's activities in
RMCs.

BANK GROUP INITIATIVES

Harmonization, Alignment and
Managing for Development Results
Fragmentation of donor programs, diver-
gence in donor objectives, and multiplicity
of donor requirements translate into high
transaction costs for aid delivery and strain
on national administrative capacity. The
Harmonization, Alignment and Managing
for Development Results {HA and M{DR)
agenda seeks to address these issues by
strengthening country ownership and gov-
ernment leadership, and aligning develop-
ment assistance with the development
priorities and results-oriented strategies of
partner countries. The agenda also aims to
afign donor policies, procedures, and prac-
tices with country processes and systems,
and to strengthen the capacity of national
systems to enhance aid effectiveness to
achieve the MDGs.

The HA and MfDR Action Plan and
Progress in its Implementation

The AfDB continued to work closely with
other development partners and RMCs
to advance the Paris Declaration (March
2005} commitments on ownership, align-
ment, harmonization, managing for devel-

opment results, and mutual accountability.
In 20086, the Bank took measures to main-
stream HA and MIDR principles into all its
operations, issuing a revised HA and MfDR
Action Plan that incorporates monitor-
able actions at the institutional, country,
and global levels. The following sections
hightight major actions undertaken by the
Bank Group to advance the HA and MfDR
agenda.

Joint Assistance Strategy

The Bank Graup collaborated with other
donors in preparing 3 joint country assist-
ance strategies (JAS) for Tanzania, Zambia,
and the Central African Republic {CAR).
The JAS for the CAR was finalized in
2006; those for Tanzania and Zambia
are on track for completion in 2007. By
December 2006, such collaborative efforts
had already begun to help focus the Bank’s
operational engagement in clearly defined
strategic areas, as demonstrated by the
snapshot of Tanzania's JAS in Box 3.1

Managing for Development Results

The Bank Group is determined to take
action to measure, monitor, and man-
age for development results in order to
become a rrore results-oriented institu-
tion. To this end, it finalized a Results
Measurement Framework and dissemi-
nated it to operational staff. This frame-
work will allow the Bank Group to
monitor RMWCs' progress in achieving
poverty reduction objectives—and the
Bank'’s contribution to this progress. The




Bank Group Initiatives and Resource Mobilization Chapter 003

Box 3.1: Scaling up Bank Group Participation in Donor Coordination

— a snapshot of Tanzania’s JAS

The Joint Assistance Strategy and Joint Program Document

Danor relations in Tanzznia have impraved in recent years, notably through the Joint Assistance Strategy
for Tanzania {JAST), adopted in 2006. The JAST guides AfDB programs in Tanzania and is aimed at
achieving international declarations on aid harmonization, alignment and managing for results
objectives through strengthened national ownership, mare efficient and effective donor resource use,
avoidance of duplication, and improved prediciability of development partners’ support.

To improve aid effectiveness, development partners prepared a resufts-based Joint Program Document
(JPD). To ensure that the joint programming exercise does indeed reduce transaction costs for the
government, development partners are expecied to use the JAST and the JPD as the basis for their individ-
val plans. To this end, at end-2006, the Bank Group was developing a cover noie 10 send the 2 documents
to the Boards and to incorporate the Bank Group's strategy for 2006-2010 within the 2 documents.

Challenges Facing Development Partners

Aid delivery under the JAST requires that development partnars re-arient their inmerventions towards
national ownership of programs and processes. Enhanced selectivity limits the Bank Group's inter-
ventions 1o 2 pillars: growih and poverty reduction and improvement of quality of life and of social
well-being. Increasingly, the Bank Group uses country systems where adequate fiduciary arrangements
exist. Supervision missions will largely concentrate an reviewing progress based on established perform-
ance indicators linked {0 an agreed list of actions for implementation over a specified period. Moreoves,
the new system reguires a clear and complementary division of labor among development partners,
depending on their arfentation and capacity (staffing, skills mix, and financial resources) to take a lead
role in a particular secter or thematic area.

Development Partners Coordination Architecture

The Tanzania Fleld Office, which became aperational in Ocieber 2004, has enhanced the visibility of the
Bank Group by participating in donor warking groups coordinated by the Development Partner Group.
This continued to facilitate and deepen the alignment of Bank Group interventions in sectors and thematic
pricrity areas, and complemented the efforts of other develcpment partners. The AfDB and development
partners that support the gavarnment through General Budget Support are coordinated through the
Poverty Reduction Budget Support framework that is guided by an agreed Performance Assessment
Framewaork.

Bank Group alsc introduced a perform-
ance tracking system to measure corpo-
rate performance. The system is based
on a set of key indicators that under-
pin the measurement and reparting of
performance. Furthermore, in 2006 the
Bank Group, in collaboration with other
MDBs, prepared the Second report on
the Common Performance Assessment
System (COMPAS). The report provides
a common source of information on the
contribution of MDBs to development
results in their client countries and how
these contributions can be improved
over time.

Technical and Financial Assistance and
Capacity Building

The Bank Group sought to enhance its
internal capacity in HA and MIDR prin-
ciples through a series of development
effectiveness seminars.The seminars aimed
10 raise the awareness of the Boards as
well as that of Bank management and staff
and to create an opportunity for the shar-
ing of related experiences. Five seminars
were delivered on broad issues relating to
harmonization, alignment and managing
for results; portfolio management; gender;
and utilization of post-evaluation findings,
and recommendations.

Through ongoing initiatives in key prior-
ity areas, the Bank Group also continued
to support the implementation of the HA
and MIDR agenda at the country level. It
provided technical and financial assistance
10 countries such as Uganda, Mozambique,
and Ethiopia—to reinforce national capac-
ity for the development of country harmoni-
zation action plans, strengthen institutions,
and develop human capacity. During 2006,
the Bank’s operational strategy shifted
from analytical assessments to implemen-
tation of economic and sector work recom-
mendations, including the strengthening
of country public financial management
systems. in this context, the AfDB and
the World Bank jointly supported several
capacity building initiatives in RMCs,

Results-Based Country

Strategy Papers (RB-(SPs)

The Bank Group adopted 8 RB-CSPs—with
improved outcome indicators—in 2006.
RB-CSPs enhance selectivity in opera-
tional programming and are expected to
ensure better development impact. The
key enhancements introduced by RB-CSPs
are centered on the inclusion of a results
framework, which shows a country's devel-
opment outcomes—and the Bank's contri-
bution to these outcomes; and enhanced
selectivity, by limiting the Bank's areas
of interventions from 3 to 1 or a maxi-
mum of 2. RB-CSPs also embrace a more
systematic integration of lessons learned
from the Bank's previous interventions in
the country, as well as clear indicators to
monitor progress in the implementation
of the strategy and in the achievement of
results. In total, 27 RB-CSPs were prepared
during 2005-2006, and an additional 8
are planned for 2007.

Results-Based Project

Logical Framework (RB-PLF)

The RB-PLF clearly specifies results expect-
ed, timeframes and indicators to moni-
tor them, and beneficiaries. This helps
strengthen the results culture in the design
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and implementation of Bank operations.
The RB-PLF was introduced in late 2005,
project appraisal reports submitted to the
Boards during 2006 were RB-PLF compli-
ant.

Budget Support and Sector-Wide
Approaches (SWAps)

The Bank Group continued to provide
Development Budget Support and SWAps
to RMCs, in line with guidelines approved
by the Boards of Directors in 2004. Under
ADF-X, the Bank Group approved 3 budget
support operations in 2006, amounting to
UA 115.0 million. Assistance for budget
support and SWAps was provided on a
case-by-case basis to support the imple-
mentation of poverty reduction strategies
in RMCs that had reached the HIPC com-
pletion point and had reasonably sound
fiduciary standards. Beneficiary countries
were Madagascar, Mozambique and
Zambia.

Harmonizing Approaches to Governance
and Anti-corruption

international development institutions
stepped up efforts to harmonize their gov-
emance and anti-corruption approaches.
On February 18, 2006, the AFDB President
joined the heads of other international
financial institutions (IFl) to establish a
Joint IFl Anti-Corruption Task Force. The
task force was mandated to find a consist-
ent and harmonized approach to combat
corruption in the activities and operations
of member institutions.

Development of Good Practices

The Bank Group continued to pursue glo-
bal efforts to develop good practices that
will expedite the implementation of the
Paris Declaration Commitments at the
country level. To this end, during 2006 the
Bank Group participated in global efforts
to foster HA and MDR in the priority areas
of monitoring, procurement, managing for
development results, and public financial
management. Going forward, this activity
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will continue under the auspices of the
MDB Roundtable discussions and their
Technical Working Groups as wells as
under the OECD-DAC Working Party on Aid
Effectiveness.

The Way Forward

Considerable progress was made in advanc-
ing the HA and MfDR agenda. Nonetheless,
the Bank Group will take additional meas-
ures to enhance its support for the agen-
da by (i) allocating more resources to
Operations Complexes and field offices; (i)
changing the Bank’s loan approval culture
to one of implementation in support of
development effectiveness and results; (jii)
enhancing decentralization; {iv) delegating
more authority to task managers and field
offices; (v) preparing development indica-
tors; and (vi) improving capacity for project
implementation and supervision in the
Bank Group and at the country level.

The New Partnership for Africa’s
Development

The New Partnership for Africa's
Development {NEPAD] initiative is a holistic
approach to the development of the conti-
nent. Since its inception, it has advocated a
development paradigm based on collective
responsibility, ownership, development of
new partnerships, and mohilization of local
capacities and resources.

With the entry into force of the Bank
Group’s new structure in July 2006, the
NEPAD Support Unit in the Bank was can-
verted into the NEPAD Regional Integration
and Trade Department. The Department is
responsible for coordinating the Bank's
invalvement in the NEPAD process, notably
by advancing infrastructure development
and regional integration, fadilitating intra-
African trade, building trade capacity, and
strengthening the institution's relationship
with its stakeholders and partners.

By December 2006, the Bank Group had
processed 13 regional projects far approv-

al, with estimated financing of U$$460.4
million. In addition, through the NEPAD
Infrastructure Project Preparation Facility
(MEPAD-IPPF), the Bank approved US34.0
million from its resources and mobilized an
additional US$3.3 million from its cofinan-
ciers to fund the preparation of 8 regional
infrastructure projects. The following sec-
tions highlight activities undertaken under
NEPAD during 2006.

Inga Hydro Electricity Project

At the 10th Meeting of Heads of State and
Government Implementation Committee
(HSGIC) of NEPAD in Mozambigue on
May 23, 2004, the AfDB was mandated,
through the MEPAD Secretariat, to oversee
the preparation of the Inga Hydropower
Project, one of NEPAD's energy infrastruc-
ture projects. In 2006, in collaboration
with the government of the Democratic
Republic of Congo, the African Union,
the Secretariat of the NEPAD, and the
Development Bank of Southern Africa, the
A{DB organized nationa! and international
roundtable discussions {in Kinshasa and
Johannesburg, respectively) to mobilize
development partners’ support for the
development and exploitation of the Inga
Hydropower Project, estimated at more
than $450.0 million.

The Power Fools

Advances in regional initiatives include
the creation of power pools in most sub-
regions (West African Power Pool, Southern
Africa Power Pool, Central Africa Power
Pool, and Eastern Africa Power Pool) fol-
lowing ratification of the related protocols
by the concerned member countries. These
power poals were created to provide reli-
able and economical electricity supply to
the consumers of member countries.

Southern African Power Pool. In July/
August 2006, a joint mission, compris-
ing the AfDB, the Development Bank of
South Africa, and the Southern Africa
Development Community, visited the




South African Power Pool {SAPP) to help
prioritize its investment and develop-
ment projects and programs, Twelve
power plants (1 coal and 11 hydropower
plants) were identified for rehabilita-
tion. The hydropower plants are located
in Angola, the Democratic Republic of
Congo, Malawi, and Mozambigque. In
addition, 12 generation projecis (1 coal,
2 natural gas, and 9 hydropower plants)
were idertified for implementation
before 2010, and 3 Power Transmission
projects were proposed for congestion
relief and power intercannection. These
were the Malawi-Mozambique Power
Interconnector, the Zambia-Tanzania-
Kenya Power Interconnector, and the
Westcor Project.

West African Power Pool (WAPP). In
September 2006, the AfDB, in collabora-
tion with the World Bank, financed & con-
sultation mission to the WAPP to discuss
priority regional energy projects and agree
on actions to accelerate their preparation
and implementation. Discussions focused
on project type, implementation status,
resource mobilization initiatives, identifi-
cation of technical assistance, and facilita-
tion of measures for delivering the WAPP
infrastructure program. The NEPAD-IPPF
and the AfDB prepared a detailed plan

to support the delivery of WAPP prior-

ity projects and provided a platform for
mobilizing resources to support the WAPP
Secretariat.

Central African Power Pool (CAPP).

The CAPP Initiative is @ NEPAD flag-
ship infrastructure project. Priority
projects under the CAPP include the
Electricity Market Master Plan Study of
the Economic Community of Central
African States (ECCAS); Study on the
Interconnectivity of Electricity Networks
of ECCAS Member States; Institutional
Support to the Central African Power
Pool; DRC- Grand INGA Integrator Study,
and the pilot program on electrifying
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trans-boundary zones within the ECCAS
region.

The Medium to Long-Term Strategic
Framework Study (MLT5F)

The MLTSE jointly financed by the AfDB
and the Nigerian Technical Cooperation
Fund, aims to define a framework to guide
the continucus and consistent develop-
ment of regional infrastructure in Africa
and to propose long-to-medium term stra-
tegic goals to guide the development of
NEPAD infrastructure programs,

The Joint MLUISF Steering Committee
held its first meeting in October 2006 in
Johannesburg. During the meeting, the
Committee adopted its Rules of Procedure,
and approved the inception report of the
MLTSF Study, the Progress Reports of the
AICD Study, and the establishment of a
Technical Advisory Committee that will
provide independent technical advice to
the Committee on the major outpuis of the
2 studies. The first part of the MLTSF Study
is expected to be completed during the
second semester of 2007 and the second
part by the first semester of 2008.

The NEPAD-IPPF Program

The main objective of the NEPAD-IPPF is
to assist RMCs, regional economic com-
munities, and other infrastructure develop-
ment institutions with the preparation of
regional infrastructure projects in energy,
trans-boundary water resource manage-
ment, transporiation, and information and
communication technologies. Between
November 2004 and OQOctober 20086,
US$3.7 million was approved to finance
8 project preparation works in informa-
tion and communication technologies, and
energy and transportation sectors. These
activities were progressing as planned by
the end of 2006. During a meeting with
the Kuwait Fund and Arab Fund for Social
and Economic Development in Novernber
2006, discussions focused on the need to
increase the commitment capacity of the

IPPF to ailow the AfDB to fulfill its mission
effectively. Follow-up meetings were held
in October-December 2006.

The African Peer Review Mechanism
{APRM)

The Bank Group's support for the APRM
during the past 2 years included financing
for a corporate governance expert at the
APRM Secretariat and direct contribution
to the APRM budget to help finance coun-
try assessments in RMCs. The AfDB and
WEPAD also continued to provide technical
support for good governance and country
assessments.

Infrastructure Consortium for Africa
The Infrastructure Consortium for Africa
(ICA) was launched in October 2005 and
aims to strengthen member country's
effectiveness in supporting infrastructure
development in Africa. This involves pool-
ing effarts in areas such as information
sharing, project development, and dissemi-
nation of best practices. The ICA addresses
both national and regional constraints to
infrastructure development, with emphasis
on subregional infrastructure {transporta-
tion, water supply and sanitation} infor-
mation and communication technologies
(ICT), and energy sectors. It serves as a
platform to broker more donor funds for
infrastructure projects and programs in
Africa,

ICA activities during 2006 included the
organization in December of a confer-
ence, "Financing Electricity for Growth in
Africa”, hosted by the AfDB in Tunis. The
conference sought to inform key energy,
investment, and legal operators of poten-
tial electricity infrastructure projects that
require immediate financing in Africa.

Water Initiatives

Africa has abundant water resources, with
an esiimated annual renewable capac-
ity of 5,400 billion m* per year. However,
because of the spatial and temporal dis-
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tribution, and the poor development and
wtilization of these resources, the majority
of Africans do not benefit from them. The
Bank Group is determined to reverse this
situation and improve living standards in
Africa by focusing on water resource devel-
opment and management. It does this
primarily through its water initiatives: the
Rural Water Supply and Sanitation Initiative
(RWSSI), the African Water Facility (AWF),
and the Multi-Donor Water Partnership
Program.

Rural Water Supply and

Sanitation initiative (RWSS!)

The RWSSI, the Bank Group's most impor-
tant water initiative, aims to mobilize
African governments and international
donors to scale up investments in rural
water supply and sanitation and raise rural
populations’ access 1o water supply and
sanitation to 80 percent by 2015. The
RWSSI helps governments develop country
programs and fosters community owner-
ship in the implementation and manage-
ment of the programs. It also collaborates
with other donors and stakeholders to
achieve its objectives. In 2006, the Bank
approved UA 161.6 million (US$235.0
million) for 5 RWSSI programs.

During 2006 as well, the AfDE completed
arrangements for a muiti-donor RWSSI
Trust Fund, with France coniributing
UA 35.2 million (EUR 40.0 million) and
Denmark UA 27.6 million (DKK 230.0 mil-
lion). The Netherlands, the third signatosy
to the arrangement, contributed UA 16.5
million {U$$25.0 million) at end-December
2006. This brought the contribution to UA
79.3 million (US$112.0 million}—to be
used to cofinance RWSS programs.

In 2006, the AfDB participated in an infor-
mal consultative donor meeting in Brussels
on how to better coordinate the RWSS
agenda. Water was also the key topic of
discussion at meetings between the AfDB
and the U.K. Department for International
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Development (DFID) and between the AfDB
and the UN Secretary General’s Advisory
Board on Water and Sanitation. Both meet-
ings were held in Tunis in October and
December 2006, respectively. Furihermore,
the Danish International Development
Agency (DANIDA), the Norwegian Agency for
International Development, and the Swedish
International Development Cooperation
Agency conducted a joint review of the
Bank's water initiative in October/November
2006, as part of their contributions to the
Bank's water initiatives.

In line with an agreement to deepen
harmonization and collaboration in the
water sector, the World Bank’s Water and
Sanitation Program {(WSP) cpened a liaison
office at the AfDB in November 2006, and
the 2 institutions intensified collaboration
in 7 RMCs. As well, the AfDB and other
development partners, including the World
Bank/WSP. DFID, the German Technical
Cooperation Agency (GTZ), DANIDA,
UNICEF (United Nations Chitdren's
Fund), Wateraid, and the Embassy of
The Netherlands carried out joint RWSSI
appraisals in Tanzania, Niger, and Zambia
and participated in joint government/devel-
opment partners’ water sector reviews
in Ethiopia, Tanzania, and Uganda. The
governments of Austria, Norway, Sweden,

Finland, Denrnark, France, and the United
Kingdom made strong commitments to
strengthen the Bank Group's capacity to
implement operational activities under the
RWSS! and the AWF.

The African Water Facility (AWF)

The averarching goal of the AWF is to
contribute to poverty reduction and sus-
tainable development in Africa by creat-
ing an enabling environment that will
attract investments in the water sector
and strengthen water resource manage-
ment, The 3 operational focal areas of
the AWF are (i} national water resource
management, (i) trans-boundary water
resource management, and {iii} capital
investments. By end-2006, donors had
committed UA 52.4 million (EUR 59.7
million} for the facility; of this amount,
UA 13.1 million {EUR 14.9 million} had
been paid up. The Bank Group com-
mitted UA 1.6 miilion (EUR 1.8 million)
to cover permanent staff, management,
and other administrative costs, including
office space. tn all, during 2006, the AWF
considered 51 projects for financing at a
cost of UA 38.2 million (EUR 43.4 mil-
lion), Fourteen {14) of the projects were
approved at a cost of UA 7.9 million
{EUR 9.0 million).

AfDB President, Donald Kaberuka, visiting 3 Bank-financed water supply project

in Quagadougou, Burkina Faso




Multi-Donor Water Partnership Program
The Bank Group / Netherlands Water
Partnership Program (WPP) was created to
support the promotion of Integrated Water
Resource Management (IWRM) practices
and the implementation of the Bank's
IWRM Policy in RMCs. The WPP became
effective in December 2002, with a grant
of US$5.0 million. It evolved into the
Multi-Donor Water Partnership Program
(MDWPP) in March 2006 when Denmark
and Canada jained the program and pro-
vided resources amounting to UA 1.8 mil-
lion {(DKK 15.0 million} and UA 2.9 million
(C$ 5.0 million), respectively.

The WPP played a key role in the estab-
lishment of the AWF and RWSSI. WPP
funds are used to develop the implemen-
tation plans, guidelines, strategies, and
topologies used by Bank staff and RMCs
to prepare and implement water sector
programs and projects. In addition, the
WPP finances studies, including: Studies
on financial Instruments to facilitate
Water Sector investments, Trends and
Opportunities in Agricultural Water Use
Management, and Assessment of Best
Practices and Experiences on Water
Harvesting. The MDWPP also provided
support for workshops and meetings
aimed at raising awareness about the
application of IWRM principles and prac-
tices as well as consultations on major
water issues and promotion of partner-
ships.

Middle Income Country Initiative

Middle-income countries {MIC) in Africa con-
tinue to face several development challenges
and need financial and technical assistance
to help them achieve the MDGs, The Bank
Group's objective is to identify a special
operational niche that will establish its iden-
tity in MICs and encourage them ta consider
the Bank Group a primary source of support.

On March 13, 2006, the Bank Group
and the World Bank jointly organized
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an MIC consuttative meeting in Tunis to
(i) discuss recent initiatives undertaken
by both institutions to enhance MDBs
engagement with MICs, (i} identify con-
straints MICs face in their relationships
with MDBs and (jii) determine measures
required to remain relevant and help
MICs meet their development challenges.
Some 14 MICs participated in this meet-
ing, including all ADB regional member
countries.

The main recommendation from the meeting
was an urgent call for additional resources,
especially concessional or blend resources,
to address country and sectoral differences,
particularly in sectors such as health and
education. MDBs were urged to explore
relevant proposals. While welcoming the
significant increase in the Bank Group's
MIC Trust Fund to US$ 23 million, MICs
urged the AfDB to {i) simplify its reguest
format and process, (ii) consider increasing
its total allocation (deemed insufficient for
15 countries), and {jii} raise its ceiling per
project. Periodic replenishments of such
funds should be secured. MICs also request-
ed more assistance from MDBs for private
sector development—where the private
sector is not yet fully developed—including
capacity building for private enterprises and
helping improve the business environment.
The meeting also discussed the AfDB's deci-
sion to significantly reduce its loan pricing,
notably by eliminating the commitment fee
for sovereign loans as well as reducing its
lending spread.

In 2006, therefore, the Bank Group
launched measures to enhance service
quality; strengthen support for private sec-
tor development, and other sub-sovereign
and non-sovereign entities; erhance part-
nerships with bilateral donors, multilateral
agencies, and privaie financiers 1o support
the development efforts of MICs, and;
attract concessional and non-concessional
funds, alongside Bank resources, to meet
the needs of MICs.

The Enhanced Private Sector
Assistance Initiative

This initiative is a special coltaborative
effort between the AfDB and the govern-
ment of Japan to develop the private
sector in Africa, In February 2006, the
AfDB and Japan Bank for International
Cooperation {JBIC) organized a work-
shop to familiarize Bank Group personnel
with the facility. Under the initiative; the
Japanese authorities appraved 2 proposals
for assistance in 2006: the Gambia River
Basin Development Organization and the
Regicnai Franchising Program in (i) north-
ern Africa and (i)} southern and eastern
Africa. The AfDB also cofinanced 2 road
projects with JBIC: the Arusha - Namanga
- Athi River Road Development Project in
Kenya and Tanzania, and the Montepuez
— Lichinga Project in Mozambique.

MOBILIZATION AND
ALLOCATION OF
FINANCIAL RESOURCES

The Bank Group mobilizes concessional
resources through periodic ADF replen-
ishment negotiations and allocates the
resources to 38 ADF and 2 blend countries
using the enhanced performance-based
allocation (PBA) system. It zlso mobilizes
resources for HIPC debt relief to 33 eligi-
ble RMCs, and for the MDRI. This section
reviews the status of implementation of
these debt relief measures. It also high-
lights measures for post-conflict countries
within the context of the post-canflict
country facility.

Status of ADF-X

Allocation of Resources

Of the UA 3.42 billion total allocated for
operations under ADF-X, UA 2.22 billion
had been committed for projects and pro-
grams by end-2006. The remaining cam-
mitment capacity of UA 1.20 billion will
be used o finance projects and programs
in the Bank's indicative work program for
2007, See Box 3.2 for more information on
the allocation of ADF-X resources.
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Figure 3.1: Distribution of ADF-X Grants by HIPC

Comptetion paint 44.0% Decision paint 25.0%

Box 3.2: Allocation of ADF- X

Resources

The enhanced Performance-Based Allocation
{PBA} system is used to determine coun-
try allocations. It was modified under ADF-X

with the introduction of 2 grant allocation P‘e'md“?” 3.0%
system, which is underpinned by the joint i
IMF-World Bank Debt Sustainability Analysis

{DSA) Framework. The framework is based on T

countries’ risk of debt distress. I'

The new grant 2llocation system was imple- :

mented in 2005 and 2006 and the MDR! net- Other non-HIFCs point 2.0%
ting eut mechanism was iniroduced in 2006

for ADF-X country allocations. The estimated

grant share projected for end- 2004 was 44.29 Mulinationa’ poirt 25.0%

percent, against actual gramt share of 34.29

percent for 2005, and 28.35 percent for 2006.

About 70 percent of the ADF-X grant alloca-

tion went to RMCs with per capita incomes of

less than US$3E0 at compietion and decision The Debt sustainability Framework {DSF} classification of RMCs, based on the ADF-X fund-
points. Multinational projecis were allocated

24.8 percent of &l grant commitments. ing framework is presented in Figure 3.2.

Emerging empirical results indicate that the

new system has not unduly weakened the ’
incentives system embedded in the PBA frame- Figure 3.2: DSF Classification of RMCs as at eng-December 2006
work. As Figure 3.1 shows, 7¢ percent of ADF-

X grants have been allocated to completicn
and decision point RMCs, compared with only Distribution in 2006

- . Classificaton of RMCs
3 percent to pre-decision point RMCs. —_—

%
a 1
0 A . 6
51
5
5 H 4
o . -

18 Loans Only
19 Grants Only
Loan/Grant Combination

Financing of the ADF Grant System. To
be sustainable, the new ADF-X grant frame-
work must be appropriately financed against
the primary risk of forgone principal reflows
in order to ensure the availability of such
financing in future ADF replenishments. This
risk needs to be collectively addressed by the
donor community.

Nurber of RMCs
=

The ADF, like othar sister institutions, is taking
steps to increase transparency and account-
ability through public disclosure of all PBA
system components; namely, the Country
Palicy and Institutional Assessment (CPIA),
Country Portfolio Perfarmance Raview (CPPR),

Governance Factor, Post Conflict Enhancement ) , -
Factar (PCEF). Progress on transparency and The ADF-X Mid-Term Review meeting was held at The Hague, Netherlands, from December

disclosure of information on the PBA, inctud- 7-8, 2006, Box 3.3 provides a summary of deliberations at the meeting.
ing country allocations, will be discussed with

the Boards of Directors and ADF Deputies will

discuss during ADF-XI replenishment consulta-

tions in 2007.
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Box 3.3: The ADF-X Mid-Term Review Meeting

The ADF-X Mid-Term Review took place at The Hague, Netherlands, on
December 7 and 8, 2006. About 80 ADF Deputies; representatives from
Burundi, Ethiopia, Mali, and Malawi; chservers from IDA, AsDB, IFAB;
some ADF Board members; and 30 AID8 staff participated in the review,
President Donald Kaberuka led the ADB team, which also included 3 of
the 5 Vice Presidents.

Deliberations during the meeting focused on institutional zeforms,
human resources management, resource allocation, decentralization,
regianal integration, and the way forward,

Cverall, participants expressed satisfaction with prograss achieved in
the on-going Institutional reforms and in the implementation of the
harmanization and alignment action plan. They underscored that this
was ADF's best growth oppartunity in 30 years and urged management
to deepen ongoing reforms and to stand ready to provide a clear report
on the Bank’s development outcomes curing ADF XI negotiaticns—to
make 2007 “A Year of Delivery". Participants also expressed strang sup-
port for ADF's focus on poverty reduction to support the achievement
of MDGs in all RMCs, but called for more analytical work on the use of
SWaps, the governance structure of the ADF, and the financing modali-
ties of fragile states.

Participants noted that progress had been made in human resources
management, but urged the Bank Group to reduce the high level of
vacancies in the institution, with greater effort on achieving diversity,
gender, and age balance. They stressed that accountability, greater del-
egation of autharity to line managers, and better incentives for staff
would allow the Bank Group to shift from an approvals to an implemen-
tatien culture, and from a rules-based mentality to a service-oriented
mindset. Management acknowledged these concerns and committed
to addressing them in an enhanced human resources program that will
encourage innovation, develop talent, and reward excellence. Progress
made in implementing human resource reforms will be reviewed during
ADF-X) consultative meetings in 2007,

With respect to tesource allocation, participants expressed support
for the enhanced Performance Based Aliocation (PBA) framework and
appreciaticn for the frank discussions on its implementation during the
2006 country allocation exercise with Board members. They urged AGF
to continue to work closely with IDA and with other dorors to address
PBA implementation issues and 1o improve on the enhanced PBA frame-
wark, building on the outcomes of the MBD' technical meeting on the
PBA. Proposals would be discussed during the ADF- X negotiations in
2007. Participants also endorsed the use by the ADF of the joint IDA/IMF
Debt Sustainability Framework (D5F) and the new forward-looking Debt
Sustainability Analyses (FL-DSAs) as the analyticai underpinrings of the

ADF grant eligibility system. They encouraged ADF to participate in joint
FL-DSAs missions with the World Bank and the IMF. This would prevent
any unsustainable build-up of non-concessional borrowirg in a post
MDRI environment, and foster greater joint donor community efforts in
the use of the DSF as & common measure of concessionality for all stake-
holders, including multilateral, bilateral, and other commercial creditors.
During the meetings, participants expressed support for the Bank
Group's decentralization program, aimed at empowering fizld offices
with the appropriate staff skills mix, delegation of autharity, and appro-
priate fiduciary safequards. They noted that decentralization is a major
step towards scaling up country policy dialogue and donor conrdination,
portlolic management, and project supervision, as well as designing and
preparing joint assistance strategies. Participants also agread on the
importance of selectivity for greater focus and delivery on development
effectiveness and results and called for effective partnerships with other
donors to ensure that key areas such as human resources development
and agriculture are taken into account. In light of this, maragement
emphasized that the Bank Group would concentrate on fewer but larger
projects. This would translate into etter project design, preparation, and
supervision, as well as improved portfolio management, thereby improv-
ing delivery on development effectiveness and results.

Participants acknowledged ADF's important rofe in fostering regional
integration through its regicnal prejects, with special attention on
NEPAD and the water initiatives. They stressed the need to define clear
selection criteria for muttinational projects without compromising the
core fundamentals of the PBA appraach. They also welcomed the work
done on private sector development, as welt as senior management's
strong commitment to monitor development activities in the sector while
implementing the Enhanced Private Sector Assistance for Africa {EPSA).

A key milestone of the ADF-X Midterm Review was the pledge of an
additional EUR 20.5 million to ADF-X by the Dutch government to
express its strong support for Africa. This reduced the ADF-X subscrip-
tion gap from 27.99 percent (UA 952,754,357} tc 27.45 percent (UA
934,539,432) as at end-December 2006.

Finally, participants discussed the upcoming ADF-XI replenishment and
agreed that the following themes and subjects would be addressed: (i}
delivery and results, harmonization, and development effectiveness; (i}
the PBA framework; (i) the debt sustainability (DS) framewark; (iv} the
long-term financial integrity of the ADF; (v} selectivity, ccmplementarity
and comparative advantage; (vi) fragile states and multinatior:zl / region-
al programs, particularly as they relate to the PBA and DS frameworks
and 1o sefectivity; and (vil} governance of the ADF. Finally, it v/as agreed
that Board members could attend future ADF replenishment meetings
as ohservers.

e
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Progress in Implementing the
Enhanced HIPC Initiative

Of the 42 countries worldwide classified
as HIPC eligible, 33 are RMCs. As Figure Status and Countries

3.3 shows, 17 of the RMCs have reached ‘
s . . . . Completion Point Decision  Point Pre -Decision  Point
completion point, 8 are in the interim

Figure 3.3: Status of HIPC Initiative Implementation in RMCs

{as at end-Decermnber 2006)
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Burundi, DRC, the Gambia, and Chad
reach completion point by end-2007, as
expected, the number of RMCs eligible
for MDRI will increase substantially to 22,
from 17 at end-December 2006. This turn-
around trend underscares the need for the
Bank Group to scale up resource mobiliza-
tion—from internal and external-resources
to meet both its HIPC and MDRI financing
requirements, particularly during ADF-XI
and beyond.

Figure 3.4: Evolution of RMCs under the Enhanged HIPC Initiative,
2000-2006

The cost of the HIPC Initiative for the 33
RMCs is estimated at US$3.6 billion in
NPV terms, about US$ 5.7 hillion in nomi-
nal terms. The breakdown of the cost by
HIPC status is shown in Figure 3.5.

As Figure 3.5 shows, of the total cost of
the HIPC Initiative, US$1.2 billion In NPV [mhecisonpom s inrin ferid s Compleianpim_|
terms (US$1.3 billion in nominal terms)
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Table 3.1 highlights that resources mobi- Table 3.1: HIPC Trust Fund Resources Mobilized for Bank Group Debt
lized for the Bank Group under the HIPC Relief

Trust Fund amounted to US$2.37 billion as (as at end-December 2006, in millionis of US$)
at end-December 2006. The total financ-

ing gap (in terms of needed commitment " Source of funds © Grants Resc?urces Totall - Asapercent-
authority) for the HIPC Trust Fund, taking :I'e:d;' Auailable zon-t S aget?;u:-t A
into account the Bank Group's funding . e : e o :L,,;‘ .
needs, was estimated at U5$493.0 million,  * | g i =) ’ ‘} ' ‘
including US$210.0 million for the net . Resources e b B
financing gap of the 8 RMCs at pre-decision  ~ 1I- Resources through 175497 ﬂ o 27.'| 5; - 202650 | 8558
point. Based on current estimates, the HIPC | the HIPCTrust Fund 7777 ' o o ’
Trust Fund will need new cash inflows to Eurgpean 65602 ©  143.95 79997 3378
cover the anticipated payment of close to  ;  -Sommuny
US$500.0 million that will be required in United States . B1es 11609 der7r 1875
2007 when Liberia, DRC and other RMCs Unitec Kingdom - 21623 - Teds 28671 1201
reach their decision or completion points. pan__. L e *
' Netherlands . 87.77 . 002 §7.79 i N
. Canada 47.35 0.04 47.3% 2.00
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2006, with retroactive effect as of lanuary  * " porugal T8 1588 086
1, 2006. It aims to free up more resources " sweden ‘ 14.33 ' o 1433 0.61
to help eligible low-income RMCs attain ~ gelgium B L - Y L T 0.8
the MDGs. The objectives of the MDRI are ~ Nomway o onn on2 o4
twofold: (1) deepen debt relief to HIPCS ~ finland o8& 003 86 037
while safequarding the long-term financial ~Ireland 2 T 2 0.30
capacity of IDA and ADF; and (i} encour- | France R X/ R 0.03 )
age the best use of new donor resources  Russia V(U 0.70 , 0.03 !
for development by allocating them o,  Austria o3t 0.31 001
low-income countries on the basis of policy .~ Greece L N
performance. Debt relief provided under Korea Lo Co e 00
the MDRI is in addition to existing debt Luxembourg N . 0B 001
relief commiirments by ADF and other cred- . . Mvestment Income ez T A
TOTAL 2.054.15 313.92 : 2,368.06 . 100.00

itors under the enhanced HIPC. As aresult, . o
the MDRI will deepen debt relief provided ~ Source: HIPC Trust Fund (World Bank) and Bank Group
under the HIPC Initiative by further cutting

the debt of the 33 MDRI-eligible RMCs

after campletion point. Under the MDRI,

donors have committed to canceling debts

for loans disbursed and outstanding under

ADF, as at December 31, 2004, for the

33 eligible RMCs, and to compensate the

Bank, “dollar for dollar,” for the UA 5.84

billion (US38.54 billion) MDRI-related fore-

gone reflows over a 50-year period. The

challenges facing the HIPC Initiative and

MDRI are presented in Box 3.4.
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Box 3.4: Challenges Facing the HIPC Initiative an

The MDRIis separate from, but cperationally linked to, the HIPC Initiative.
The long-term nature of MDRI financing commitments continues to rep-
resent a chalienge for donors that cannot make firm commitments over
a 50-year period because of legislative constraints. Nevertheless, donars
have agreed that ADF-X donor contribution levels of UA 2.45 billion,
measured in real terms, would serve as the baseline for additionality of
donor financing for the MDRI, beginning in the ADF-Xi period.

Helping 16 pre-completion paint RMCs through the HIPC Initiative proc-
ass has become increasingly challenging. Pragress in 8 pre-decision point
RMCs (such as in Somalia, Comoras, Cdte d‘lvaire, Sudan and Togo) (see
Annex 11-17), continues to be hindered by lingering internal conflict,
governance issues, or protracted arrears—over 12 years on average.
For Liberia, which has been in arrears since April 1985, recent positive
developments in good governance and macro economic reforms augur
well for it to benefit from an arrears clearance mechanism in 2007.

Ancther major challenge is how to prevent the debt burdens of the 33
eligible RMCs from becoming unsustainable again. To this end, debt
and public finance management must be strengthened, with special
emphasis on the most fragile states. Long-term debt sustainability also

The Post-Conflict Country Facility 2004. tt pravides grants to help post-

hinges on both HIPCs and creditors intensifying their efforts to improve
expart diversification and to obtain new financing on more concessional
terms.

The HIPC Initiative remains voluntary in nature, and most commercial
creditors have not yet provided their shere of debt relief to HIPCs.
Consequently, creditor litigation has been on the rise in ADF regional
member countries such as Congo Republic and Sac Tomé & Principe,
with fitigated debts estimated at about 15 and 13 percent of GDP,
respectively. in this context, greater efforts rust be made to prevent fur-
ther {itigation, encourage commercial credizor participation in the HIPC
Initiative, and provide more debt relief. In addition, efforts are needed to
prevent rapid accumulation of unsustainable levels of non-concessional
berrowing in post-MDRI regional member countrfes. These concerns
could arise if bilateral and multilateral creditors take advantage of the
fiscal and balance of payments space creaed by HIPC and MDRI deby
relief 1o increase non-concessional lending to these countries. In close
partnership with sister institutions and bilateral donors, the AfDB will
continue to play a proactive role in raising awareness about the conse-
guences of non-concessional borrowing in the context of its enhanced
palicy dialogue on the second generaticn of RB-CSPs.

The Bank Group's Post-Conflict Country  conflict RMCs finance arrears clearance  overview of the PCCF in 2006.
Facility (PCCF) has been in existence since  and progress faster towards the enhanced

Box 3.5: The Bank Graup's Post-Conflict Country Facility

To qualify for arrears clearance under the PCCF a RMC must (i) be
designated  post conflict country {PCC); (i} make significant progress in
re-establishing peace, improving good governance structures, re-launch-
ing the economy, and promoting resettlament, disarmament and reinte-
gration; {iii) engage in coordinated reform programs with international
financial institutions and the donor community; and (iv) service all new
maturities falling due on Bank Group, IMF, and World Bank debts, with
no discrimination in debt servicing.

initial funding for the PCCF was set at UA 207.0 millien (about
15$$300.0 million). New funding of UA 150.0 million (about U$$230.0
miflion) will be aporoved, if needed, to bring the total to UA 357.0 mil-
lion {U$$530.0 million). Of the total amount, US$64.0 million was used
to finance 35 percent of the arrears of Burundi and 33 percent of the
arrears of Conge Republic in 2004, In addition, U5$23.3 million was
mebilized to finance 49.5 percent of the arrears of the Central African
Repubdic {CAR). Liberia is well on track to benefit from arrears clearance
i in 2007 given the satisfactory pace of its socio-eccnomic programs and
governanca reforms. As a result, a substantial portion of the new PCCF
financing could be mabilizec before the end of the ABF-X cydle.
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Arrears clearance for the CAR: In December 2006, the Boards of
Directors approved an exceptionally favorable arrears clearance pack-
age for CAR. The package is based on tripartite burden sharing among
the CAR (1 percent of all arrears); donors (49.5 percent); and the PCCF
(49.5 percent). The PCCH portion amounted to UA 15.6 million, or
US$23.3 million. The Economic and Monzatary Community of Central
African Countries {CEMAC) contributed over UA 3.3 million (US$5.0 mil-
lion) to the Bank's proposed arrears clearance program, demonstrating
unprecedented solidarity with the CAR. As well, South Africa pledged
UA 0.3 million (U5$0.5 million) for the sattlement of the arrears of the
CAR. Such fingncial support from RMCs is the first of its kind since the
start of HIPC Initiative implementation in 1996 and the launching of the
PCCF in 2004.

The Bank’s efforts to help settle complex arrears cases for all pre-decision
point RMCs will continue ‘o take place within a framework of concerted
international action. This will limit moral hazard, protect the Bank’s finan-
cial integrity, and ensure that the overall arrears clearance strategy is
consistent with a country’s financing constraints as wall as with the HIPC
and MDRI objectives, in order 1o avoid a re-accumulation of arrears.

HIPC decision point. Box 3.5 provides an
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PARTNERSHIP AND
COOPERATION
ACTIVITIES

The Bank Group's partnership and coop-
eration activities are aimed at promoting
and coordinating non-statutory coopera-
tion relations and strategic partnerships
with bilateral aid agencies, multilateral
development institutions, African organiza-
tions and institutions, and cther aid agen-
cies. The primary purpose of such coopera-
tion and partnership is to mobilize financial
resources and technical skills and inputs
through cofinancing, technical cooperation
arrangements and partnership agreements
that can supplement Bank Group lend-
ing and administrative resources. Such
partnership and cooperation activities can
be grouped into cofinancing operations,
bilateral technical cooperation, multilateral
technical cooperation, and collaboration
with regional economic communities.

Cofinancing Operations

The Bank Group continued to expand
its cofinancing activities during 2006.
Together with other development partners,
it cofinanced 34 projects amounting to UA
11.7 hillion, compared with UA 3.19 hillion
for 19 projects in 2005, The Bank’s contri-
bution was UA 1.32 billion, compared with
UA 577.6 million in 2005 {Table 3.3); its
external development partners con-
tributed UA 4.24 billion, against UA 1.89
billion in 2005. The share of beneficiary
RMCs rose significantly-—from UA 723.5
million a year earlier to UA 6.10 billion.
This substantial increase reflects contribu-
tions for large operations in Egypt and in
Ethiopia, where beneficiaries” contributions
amounted to UA 4.39 hillion and UA 1.37
billion, respectively (see Table 3.2).
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Table 3.2: Cofinanciers in 2006 (in millions of UA)
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Beneficiaries

Cofinanciers
World Bank

EU

AFESD

1sDB

EiB

IMF

OPEC Fund

ElB -KFw
UNICEF

ABEDA
WAEMU

SADC

ACBF

5RO

COMESA

FARA

C

QlF

[LRI

USA

[} 4

Japon
Netherlands
Sweden
Germany )
Saudi FundJKuw:an
Norway
Denmark
Kuweait Fund
France

Canada

Ireland

Finland

Sweden
Switzerland
Netherlands/France
Saudi Fund .
Belgium

italy

Spain
Netheriandsfireland
Portugal

Qther (External}
Sub-Total External
Other Sources
Total External
Bank Group
Local

Total Cost

Multipkier Coefficient

= L3
= c
hd =]
& 5

o
49.8 41.2
18.6 1.7

254
31
0.5

10.8
721 89.1
721 891
150 73
62.2 96.4
4.8 12.2

Cameroon

85

128

115.0

115.0
511

166.2

27

Cape Verde

14,0
6.5

13.0

334

334
4.1

316

8.1

Egypt

338.0

811.2

1,149.1

1,149.1

3380
4.390.0
5.871.1

4

Ethiopia

1450
1303

198.9

10.5

34
488.8

488.8
785
13755
1,942.8

6.2

Kenya

27.0
54.1
811

a0

Madagascar
Morocco
Mozambigue

7.0 84.9 891
36.3 15.8 758
131.9
133

1.2

89.5
104.6 18.7
309
46.7
¥1.2

214
13.7
345

108 43
30

130

86

16.8

72

5.2
6.1
5.2

24
4.1 4512 4824
741 4512 4824
350 1751 1184

1328 10.8
1091 7591 6096

Rwanda

15.7

245

349
78.0

78.0
15.0

93.0

5.2

Swaziland
Tanzania

189.3
332

108.4

3.2

354

26.9

5.5 227

16.9
10.1

14.2
a7
71

3.2

4.0
5.5 5233

5.5 5233
5.5 1050
300

1.0 658.3

1.0 50

Zambia

10.7
40.)

73
43
i2.)

3.2
2.2
16.3
8.7
26.)

32
12

3.2

438

106.3
1781
3184.9
639
17.5
466.3

6.0

Multinational

147.8

50
4.5

5.2
5.0
2.9
1.4
0.7
0.7
0.6
0.2
0.1
0.1

445

21

49.1

3166

02
316.7
2806
850
682.4

Total

1,159.4
368.1
137.9

733
61.4
30.4
8.9
14.5
12.6
5.2

5.0

29

1.4

0.7

0.7

0.6

0.2

0.1

LA
811.2
4438
16%.4
1204
823
80.0
445
413
390
345
279
277
21.7
189
15,8
108
10.8
a1

8.0

6.1

5.2

48

2.0
1318
4,060.6
1783
4,2389
1.317.6
6,095.7
11,652.2

3.2

Percentage

2735
8.68
3.25
173
145
0.72
045
034
0.28
0.2
0.12
0.07
0.03
0.02
0.02
0.01
0.01
0.00
0.00
19.14
10.47
400
280
1.94
1.89
1.05
098
092
081
0.66
0.65
0.5
0.45
0.40
0.6
0.26
0.21
0.19
0.14
0.12
011
005
3,01
95.79
4.21
100.00




The leading multilateral cofinanciers
were the World Bank (27.4 percent); the
European Union (8.7 percent); the Arab
Fund for Economic and Social Development
(3.3 percent); and the Islamic Development
Bank (1.7 percent), as shown in Table
3.2. The main bilateral contributors
were the United States {19.1 percent), the
United Kingdom (10.5 percent}; Japan (4.0
percent); the Netherlands (2.8 percent);
and Sweden (1.9 percent).

In terms of sectoral distribution of cofi-
nanced projects, Table 3.3 shows that the
finance sector accounted for the largest
share (50.4 percent); followed by the mul-
tisector (31.9 percent); infrastructure (12.9
percent); industry and mining (3.0 percent);
the social sector (1.2 percent); and agricul-
ture and rural development (0.6 percent}.

From 1967 to 2006, the Bank approved
905 cofinanced operations amounting io
UA 95.95 billion. Of this amount, UA
16.40 billion (17.1 percent) was from its
own resources; UA 53.73 billion (56.0
percent}, from maltilateral, hilateral, and
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private cofinanciers; and UA 25.82 billion
{26.9 percent), from governments and
local cofinanciers.

Bilateral Technical Cooperation

Donors provide grant resources to sup-
port the Bank Group's institution build-
ing reforms and project-cycle aciivities in
its RMCs. Bilateral technical cooperation
activities focus on mobilizing, managing,
and administering these grant resources.
In 2006, UA 11.16 million was committed
from existing bilateral resources to finance
82 activities, compared with UA 7.2 mil-
lion for 87 activities in 2005. New bilateral
resources, amounting to UA 3.8 million, were
mobilized from donor countries. Activities
financed centered on gender, governance,
the environment, human resources develop-
ment, private sector development, capacity
building and knowledge transfer, agriculture
and rural development, and regional inte-
gration and economic cooperation,

During 2006 as well, the AfDB sought
to reform its internal business proc-

Table 3.3: Cofinancing Operations by Source and by Sector, 2006

(In millions of UA)

esses k0 ensure better service delivery.
In line with the Paris Declaration on
Aid Effectiveness, it adopted a Technical
Cooperation Fund {TCF} reform program
to standardize, simplify, and align its TCF
programs with those of other MDBs. The
program will allow the AfDB to negoti-
ate fully untied TCFs as of January 2007,
promote multi-donor thematic funds,
introduce a standard administrative fee
of 5 percent, and establish a minimum
threshold of UA 660,000 (US$1.0 mil-
lion} and UA 1.32 millien (U$%2.0 mil-
lion) for both single and multi-donors,
respectively. Furthermore, the program
will allow the Bank to approve up to UA
66,000 (US$100,000) and UA 330,000
(US$500,000) for single and multi-donor
funds, respectively, without prior approval
by the donars concerned.

A key feature of institutional partnership
is the promotion of a consisient approach
between the AfDB and multilateral and
bilateral donors, including regional and
subregional development banks and IFls.
In 2006, this was particularly important in
reinforcing cooperation and partnership on

, SOURCE OF CO-FINANCING Total Cost  Multiplier
* Bafk Group Contribution External Sources Local ** '°f Co- Coefficient
ADB | ADF  NTF  Totl Bilateral Multilateral Other* Total financed
: Projects
‘ {@)="(1+ (B)="(54+ {10)="13}- )=
Sector !
B L € € (L L O R - O
Agriculture and Rural Development 5.50 49.29 54.79 5.50 7.00 1250 6.57 7387 023,
Sogial . 55.00 55.00 43,04 40.35 8339 . 138.39 152,
Weater Supply & Sanitation - 70.00 70.00 75.10 102.70 182.80 4150 30030 261
Power 51.13 26.30 77.43 .30 100.86 122.19 5.24 204.86 1.58
Communications - - - - . . - - . -
Transport 101.92 199.60 301.52 268.8% 25354 0.16 522.59 168.41 992.52 i.73
Finance 337.98 - 337.98 811.16 33798 1,149.14 4,390.00 587112 340
Multisector 3.2 29177 35498 811.01 1,118.96 1,929.98 142391 3,718.36 529
Industry, Mining and Quarrying 55.93 55.93 ne? 36.35 i78.12 236.29 54,08 346.30 423
Environment - - - . . - . . -
[_Total 62566 | 691.97 131763  2.057.83 2,002.77 178.28 4,238.88 §,095.72 14,652.!3 3.22

Securce : ADB Statistics Department, Economic and Social Statistics Division

Notes !

Including private sources such as commercial banks, export credits and unspecified sources.

** Including Government and Lacal financiers.
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macroeconomic and sectoral policies and
reforms on issues such as procurement, the
environment, the HIPC initiative, the MORI,
the PBA, debt sustainability analysis, and
the fight against corruption and money
laundering. This enhanced partnership pol-
icy translated into revamped consultations
at both senior management and staff lev-
els, cofinancing of programs and projects,
joint participation in working groups, and
definition of joint RMC strategies in 2006.
Highlights of bilateral technical coopera-
tion activities during 2006 are presented
below in alphabetical order.

Austria

Austria seconded a trade facilitation expert
to the Bank Group's private sector depart-
ment for 6 months. The expert will help
the Bank establish a trade facilitation
program that is similar to those in other
MDBs. Austria also seconded 2 experts to
support the African Water Facility and was
represented at the meetings of the AWF
Governing Council.

Belgium

The Belgian authorities approved UA
294,162 to finance 4 Bank Group opera-
tions. The Walloon Region of Belgium also
approved UA 69,031 to support the Bank's
private sector operations,

Canada

The Canadian government approved UA
554,413 tofinance 7 institutional and oper-
ational activities. These activities included
preparation of the International Conference
on the Accelerated Development of Africa,
held in November 2006; improvement of
Bank Group General Secretariat services;
training of operations evaluation staff;
and implementation of a maintenance
study in Mozambigue. In addition, Canada
reaffirmed its interest in replenishing its
Trust Fund with the Bank in 2007 and
participated in the Oversight Committee
for the NEPAD-IPPF meeting in Tunis in
August 2006.
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China

China approved UA 199,815 from the
China Consultancy Trust Fund to (i} finance
the secondment of a Chinese official to the
Bank—to assist with the organization of
the 2007 Annual Meetings to be held in
May 2007 in Shanghai, People’s Republic of
China; and (i} upgrade the AiDB database
of consultants. The official participated in the
Bank Group's preparatory mission to China,
during which an aide memoire on logistics
for organizing the AGM was signed. As
well, during a 3-day China-Africa Summit,
attended by the Bank Group’s President, a
joint Afro-Sino declaration was signed and
an Action Plan for 2007-2009 adopted.

Denmark

Denmark approved UA 143,496 from the
Danish Cansultancy Trust Fund to finance
the development of AfDB land degrada-
tion projects and a multi-sector gender
profile for Ghana. Denmark also played a
leading role in a joint review of the Bank's
3 water initiatives—the AWF, the RWSSI,
and the WPP. Furthermore, Denmark
was represented at the meetings of the
AWF Governing Council and the NEPAD-
IPPF Qversight Committee. Cooperation
between the AfDB and Denmark was fur-
ther deepened through bilateral consulta-
tions to explore areas of common interest.
This resulted in an agreement by Denmark
to provide technical assistance in the form
of financing for the services of an anti-cor-
ruption expert assigned to the new Bank
Group Governance Division.

Finland

Finland approved UA 198,799 to finance 4
activities; preparation of the Kenya Social
Action Fund; evaluation of the AIDB's per-
formance and impact in the education sector;
swdy of the establishment of a crop insur-
ance scheme in the Seychelles; and prepara-
tion of the the Mwanza Rural Development
Project Completion Report {Malawi). Finland
also provided a grant of UA 1.012 million
(EUR 1.5 million) within the framework of

the second amendment to the Exchange of
Letters between the AfDB and Finland. The
additional rescurces will be used o support
2 technical assistants, who will he attached
to the Bank Group's Water and Sanitation
department.

France

France approved UA 1.06 million from its
Technical Assistance Fund to finance 3
activities under regional integration, pri-
vate sector development, and agriculture
and rural development. It also reaffirmed
its commitment to the Bank Group's water
sector by paying UA 10.56 million (EUR 12
miltion) and UA 3.52 million (EUR 4 million)
as part of its pledges to the RWSSI and the
AWF, respectively. Furthermore, a French
technical assistant, with experience in
project evaluation, joined the Bank's Water
and Sanitation department, Bank Group
collaboration with France also included
the conclusion of an enhanced partnership
arrangement with the Agence Frangaise
de Development and the organization by
UBIFRANCE of a business opportunities’
seminar in Tunis in June 2006. Over 20
French firms participated in the seminar.

Germany

Germany continued to support the AfDB in
2006, notably through the HIPC Initiative—
to which it contributed UA 17.38 million
(about US526.34 million)—and through
timely payment of its contributions to both
ADB capital and ADF subscriptions, par-
ticularly its special pledge of UA 22 million
under the ADF -X replenishment.

In February 2006, the AfDB President visit-
ed Germany and held bilateral discussions
with high level officials, including President
Kohler. Durirg the visit, the first formal
memorandur of understanding (MOU)
was signed batween AfDB and the German
Federal Ministry for Economic Cooperation
and Development {BMZ), even though
bilateral relations between Germany and
the Bank Group date as far back as 1975.




Following the successful implementation
of the MOU, Germany and the Bank Group
agreed, in December 2006, to expand
the scape of the MOU to include regional
integration, agribusiness, trade and good
governance, and to renew the MOU for 2
more years.

As well, several German missions visited
the Bank Group in 2006 to prepare for
possible African-German cooperation ini-
tiatives during the double German presi-
dencies of the European Union and the
G8 in 2007. Three secondees and one
expert from Germany are currently working
in the Bank.

India

The Bank Group organized 2 seminars
in 2006 to promote business opportuni-
ties in Africa among the Indian business
community. The seminars were attended
by 90 participants from firms involved
in civil construction, turnkey projects,
consultancies, and supply of goods and
services to multilaterally funded projects,
In addition, 2 activities (the promotion of
female farmers in agro-processing and
the service agreement study for AfDB-
CSVP Complex Phase Il) financed by the
Indian Technical Cooperation Fund were
completed in 2006. Furthermore, a del-
egation from Export and Import Bank of
India visited the Bank Group to explore
co-operation opportunities, including
cofinancing projects, improving access
to Indian technology and expertise, and
investment in RMCs.

italy

ltaly and the AfDB pursued in-depth con-
sultations in 2006 to finalize a new coop-
eration agreement, which will be dis-
cussed within the framework of the newly
approved Trust Fund program reform that
will become effective in 2007. As well, a
group of students from Sicily visited the
Bank Group during the year to learn more
about Bank Group operations.
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Japan

Japan approved UA 1.16 million under the
Policy and Human Resources Development
Grant (PHRDG) to cover the AfDB/lapan
scholarship program, support PRSP proc-
esses in 3 RMCs, translate the Bank's web-
site content into Japanese, conduct a risk
management workshop for development
finance institutions in the SADC region, and
finance an external audit of PHRDG.

Under the Enhanced Private Sector
Assistance (EPSA) for Africa Initiative, UA
1.21 million was approved under the Fund
for African Private Sector Assistance (FAPA)
to finance (i} a regional franchising pro-
gram, and (i) technical assistance to sup-
port the Gambia River Basin Development
Organization energy program. As well,
under the Accelerated Cofinancing Facility
Assistance {(ACFA)}, JBIC contributed UA5.89
million in cofinancing for the Senegalese
section of the Dakar-Bamako Southbound
Corridor Project; UA 19.71 million for
the Montepuez-Lichinga Road Project in
Mozambique; and UA 39.77 miliion for the
Tanzanian section of the Arusha-Namanga-
Athi River Road Development Project. The
Japan International Cooperation Agency
{JICA} also provided the Bank Group with
technical assistance in the form of an
institutionalffinancial  expert atiached
to the Secretariat of the Infrastructure
Consartium for Africa, and a JBIC private
sector expert in the EPSA Focal Point in the
Bank Group’s Private Sector Department,

in May 2006, President Kaberuka par-
ticipated in Tidewater 2006 in Kyoto and
in the Annual World Bank Conference on
Development Economics (ABCDE) in Tokyo,
Other consultative meetings took place
between the Bank Group and lapan, at
different levels and on an ad-hoc hasis.

Korea

In 2006, the Republic of Korea approved
UA 485,213 to finance 3 activities: prepa-
ration of a national assistance strategy

for small and medium-sized enterprises
(SMEs) in Mozambique; a conference,
Accelerating Africa’s Development — Five
Years into the Twenty-First Century; and
a ministerial conference on Korea-Africa
economic cooperation, jointly arganized
with the AfDB in Seoul in April, 2006.
Participants comprised delegates from 15
RMCs and about 200 representatives of
Korean government, business, and aca-
demic communities. President Kaberuka
led the AfDB mission.

Korea also provided funding for a research
expert in the Bank Group's Research
Department and the Export-import Bank
of Korea agreed io provide a private sec-
tor expert for the Bank's Private Sector
Department.

During 2006 as well, two delegations from
Korea visited the Bank Group to strength-
en cooperation with the Bank. Discussions
focused on the following issues: The use
of the Korean Technical Cooperation Fund
within the context of the Bank Group's
new Technical Cooperation Fund reform
program; collaboration between the AfDB
and Export-Import Bank of Korea in cofi-
nancing projectsfprograms; provision of
experts to the Bank; and follow-up on
the Ministerial Conference on Korea-Africa
Economic Cooperation.

The Netherlands

The Dutch government approved UA 1.006
million from the 3 existing Dutch Thematic
Funds to finance 19 programs and activi-
ties. It contributed UA 16.5 million (US$25
million) to support the RWSSI and signed
the RWSSI Multi-Donor Grant Agreement in
September 2006. As well, in February 20086,
the Alternate Governor, the Netherlands
Minister for Development, visited the Bank.

Nigeria

In 20086, the Nigerian govesnment appraved
UA 480,382 from the Nigeria Technical
Cooperation Fund (NTCF} to finance 5 activ-
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ities: an English language capacity-building
program for students from Francophone
countries; the Congress of African Scientists
and Policy-Makers in Egypt; a higher edu-
cation capacity building study in Ethiopia;
AMTA workshops for officials of RMCs; and
an ECOWAS harmonization workshop. The
NTCF also financed an evaluation assess-
ment of the Nigeria Trust Fund, which will
be finalized in April 2007.

Norway

Norway approved UA 322,520 (NOK
2,932,000) in 2006 1o finance 2 activities: (i)
assistance for the Bank's participation in the
Darfur Joint Assessment Mission; and (i) the
Bank’s economic conference on Accelerating
Africa’s Economic Development. Norway also
partidpated in a joint review of the Bank
Group's 3 water initiatives: the AWE the
RWSSI, and the WPP. The joint review mis-
sion comprised representatives from Denmark,
Norway, and Sweden.

Portugal

Portugal approved UA 178,000 (EUR
207,500} from its Technical Assistance
Fund to finance 2 studies on the insular-
ity costs of Cape Verde and of Sao Tome
and Principe. For the third consecutive
year, it also financed the services of 2
Portuguese young professionals over a 9-
month period. These young professionals
comprised one economist, assigned to the
Mozambique Country Team, and a media
officer, who collaborated with the External
Relations and Communications Unit.
Furthermore, the President of the AfDB
visited Portugal in September, while the
Portuguese Minister of Foreign Affairs vis-
ited the Bank Group in Novembey 2006.

Spain

Cooperation activities between Spain and
the AfDB in 2006 focused on extensive
cleaning up of the existing portfolio in
view of the Spanish Trust Fund replenish-
ment. Negotiations for the replenishment
will be held in 2007 within the frame-

Annual Repart 2006

work of the newly approved Trust Fund
Reform Program. Other cooperation activi-
ties included the preparation of a business
opportunities’ seminar by the AfDB and
Promo-Madrid, to be held in Madrid in
2007,

Sweden

in 2006, Sweden approved UA 784,241
{SEK 7,842,407) to finance 3 activities:
Ghana—Three Towns Water Supply and
Sanitation Study, an assessment of the
AMTA program; and a research assist-
ant to support the Financial and Capital
Markets Development Study in the SADC
region. Sweden also participated in a
joint Nordic review of the Bank's 3 water
initiatives {AWF, RWSSI, and WPP).

United Kingdom

The United Kingdom's Department for
International Development (DFIB} grant-
ed UA 1.42 million to support the Bank
Group's ongoing institutional reforms
and the African Water Facility. Under
the AfDB/UX Enhanced Collaborative
(nitiative (ECI), the President of the Bank
Group and the UK Secretary of State
undertook a joint mission to Liberia and
Sierra-Leone, in October 2006, to deter-
mine how to improve aid effectiveness
and harmonizaticn at the operational
and institutional levels. Also, during a
meeting in Octcber 2006, DFID and
AfDB reviewed the ECI and agreed to
focus their collaborative efforts on gov-
ernance and infrastructure (transporta-
tion, water and sanitation, and power

supply).
Multilateral Technical Cooperation

This section highlights the Bank’s techni-
cal cooperation activities with multilateral
institutions and with regional and subre-
gional organizations.

The European Investment Bank (EiB)
In January 2006, the EfB, the EC, and

the AfDB signed a tripartite agreement
to operationalize their collaborative
efforts. The EIB planned to increase its
interventions in private sector develop-
ment in Africa by at least 50 percent
and to enhance its operations to com-
plement Bank Group efforts. The AfDB
also participated in a number of Euro-
Mediterranean Fund for Invesiment
and Partnership meetings and semi-
nars in 2006. These included steering
committee and ministerial meetings
as well as a high-level seminar on
Euro-African partnership on infrastruc-
ture, peace and security, and regional
integration.

The World Bank Group

During 200€, different AfDB and World
Bank organizational units pursued existing
collaboration efforts. The institutions held
consultative meetings to examine ways to
scale up and deepen their strategic alliance
for the benefit of RMCs and agreed on an
agenda for deeper collaboration, to be
implemented in 2007 and beyond.

At the institutional level, in March 20086,
the [DA-World Bank participated in the
second Multilateral Development Banks'
Technical Meeting on Performance-based
Allocation Methods, hosted by the AfDB at
its Temporary Relocation Agency in Tunis.
As well, the ATDB and the World Bank
agreed to conduct Investment Climate
Surveys in Africa; and The AfDB, the World
Bank, and the World Economic Forum also
agreed to ccoperate in a joint production
of the African Competitiveness Report, as
of 2007.

The United Nations and its
Specialized Agencies

Food and Agriculture Organization of the
United Naticns (FAQ)

In 2006, AfDB and FAO collaboration
included the completion of a project
preparation report on the Multinational
Cotton-Textile Subsector Support Project in




4 West African Countries (Benin, Burkina
Faso, Chad and Mali). The ADF Board of
Directors approved the report in November
2006. The institutions also collaborated in
knowledge building and sharing activities
and in the organization of high-leve! tech-
nical meetings and workshops in support
of NEPAD priorities in agriculture and food
security in Africa.

International  Fund  for  Agricultural
Development (IFAD)

The development goal of the IFAD's
Rehabilitation and Community-based
Poveriy Reduction Project in Sierra Leone
is to (i) reduce post-conflict poverty and
food insecurity and ji) improve the liveli-
hoods and living conditions of rural com-
munities, The project, with an estimated
cost of US$10 million, was administered
by the Bank Group. In June 2006, the
AfDB and IFAD sought to enhance their
strategic partnership by identifying new
areas—with clear objectives and measur-
able indicators—that can be integrated
into the operations of both institutions to
reduce poverty in RMCs.

United Nations Educational, Scientific and
Cultural Organization (UNESCO)

The AfDB and UNESCO held their 52nd meet-
ing in Paris in June 2006. Both institutions
agreed on futwre collaboration in the fol-
lowing thematic areas: water; statistics and
capacity building; tourism and culture; adult
literacy and girls’ education; human rights
and poverty reduction; environment, science
and technology within the framework of
NEPAD; distance learning and tertiary educa-
tion; bilingual education, and education in
post-conflict and {ragile countries.

United Nations Population Fund (UNFPA)
The AfDB and UNFPA continued to scale
up training of AfDB staff on integrating
population issues into Bank Group pro-
grams and projects. They collaborated in
the implementation of the Mano-River
Union—Multinational HIV/AIDS project; the
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Cameroon Reproductive Health Support
Program; and the Madagascar Water
Praject. At their annual consultative meet-
ing in November 2006, the 2 institutions
assessed the implementation of their joint
activities and agreed on a joint work pro-
gram for 2007,

United Nations Children’s fund (UNICEF)
in Cctober 2006, the Deputy Executive
Director of UNICEF led a high-level delega-
tion to the Bank Group's offices in Tunis.
During the visit, the delegation met with
the President of the Bank Group. The 2
institutions plan to hold a retreat in 2007
to revitalize and deepen cooperation in
select areas. Plans are also underway for
collaboration in a Bank project on com-
municable diseases in the SADC region.
UNICEF will implement the medical com-
ponent on children living with HIV.

World Food Program (WFP)

During 2006, AfDB collaboration with the
WFP intensified because of the increased
number of emergencies in Africa. This led
the AfDB to soften procedures for accessing
its emergency funds. In all, the Bank Group
approved 11 Emergency Relief Assistance
grants for 17 RMCs, as highlighted in Table
1.1. As well, the WFP Executive Directar
visited the Bank Group in April 2006. It
was also agreed that a WFP technical mis-
sion would visit the Bank Group in 2007
for both institutions to explore and agree
on the basis for enhanced AIDB/WFP part-
nership beyond emergency activities.

Regional and Subregional Economic
Organizations

African Union (AU)

At a meeting in Addis Ababa on February
24, 2006, the Heads of the AfDB, the AU,
and the ECA agreed to pursue joint policy
advocacy and consensus building activities
in the continent. They agreed to focus on
policies that will ensure a peaceful continent
driven by its own citizens and representing a

dynamic force in the international arena. To
this end, they identified priority areas of joint
intervention with appropriate coordination
and implementation time schedules.

On sectoral initiatives, the 3 institutions
agreed to put greater emphasis on infra-
structure development, induding water,
transportation, and public utilities within a
major regional framework; and to promote
agricultural production and processing—
this entailed strengthening the African
Fertilizer Facility and Intra-African trade, A
matrix of 25 complementary actions was
drawn up with a clear triennial time frame,
and ihe bulk of the actions planned for the
first year {2006).

Major achievements during the year
included the successful holding of the
Africa/China Summit in China, the meet-
ing of the general directors of African
Airlines, the Banjul conference on avian
flu, the review of the development impact
of oil price increases, the establishment
of the ECOWAS Peace and Development
Funds, the joint participation in the prepa-
ration of the 2007 African Development
Forum and the Big Table, with the AfDB
contributing UA 33.000 (US$50.000) to
the Forum.

Arab Maghreb Union (AMU}

The AfDB and the AMU plan to deepen
collaboration to lift existing constraints to
full implementation of the Memorandum of
Understanding signed in 2001. Like other
regional communities, the AMU will contin-
ue to play a key role in the implementation
of the AfDB's strateqy for poverty reduction,
governance, regional integration, private
sector development, and NEPAD.

Common Market for Eastern and Southern
Africa (COMESA)

A delegation from COMESA visited the Bank
inMarch 2006 to discuss areas of cooperation
between the twa institutions. During the visit,
the two institutions discussed possible Bank

Annval Report 2006

39




40

Chapter Q03 Bank Group Initiatives and Resource Mobilization

Group participation in financing of COMESA
key priority projects, particularly in the agricul-
tural and industrial sectors. COMESA officials
requested that the Bank Group provide (i)
technical and financial resources for the for-
mulation and implementation of projects—
to enhance the pace of industrialization in
the sub-region and increase the value of
its exports; and (i} finance the preparation
of common guidelines for the Sub-Saharan
Africa Transport Policy Program (SSATP).
This would involve building the capacities
of COMESA member states through train-
ing and equipment procurement. Finally, the
officials invited the Bank Group to participate
in the COMESA Fund to support infrastructure
development projects in the sub-region; and
to provide assistance and support—in the
form of grants and loans—under the AfDB/
Japan Enhanced Private Sector Assistance for
Africa {EPSA) Initiative,

Community of Sahel-Saharan States (CEN-
SAD)

TheAfDB and the Sahel-Saharan Investment
and Trade Bank (BSIC), the financial arm of
the Community of Sahel-Saharan States
(CEN-SAD), signed a Memorandum of
Understanding in 2006, in a hid to inten-
sify cooperation and contribute to regicnal
integration of member states.

Economic Commission for Africa (ECA)

In September 2006, the AfDB and the
ECA held a high-level retreat in Tunis
to review cngoing cooperation activi-
ties, identify and select areas for future
partnership, and develop a strategic and
dynamic framework for enhanced col-
laboration. In defining modalities for
future collaboration, the 2 institutions
agreed to avoid the duplication of activi-
ties and to use resources efficiently to
achieve desired development impact. The
following 5 areas were identified for
close collaboration: (i} knowledge man-
agement, capacity building, and statistics;
{iiy governance, post conflict and fragile
states; (iii) agriculture, natural resources,
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energy, environment/water and sustain-
able development; (iv) regional integra-
tion, RECs issues, trade and private Sector,
and; (v) gender equality and women’s
empowerment. Both institutions agreed
to include clear monitorable indicators
in their activities in the abave areas in
2007.

In November 2006, the Bank Group par-
ticipated in the Fifth African Development
Forum (ADF-V) dedicated to youth and
leadership issues in the 21st century.
During this meeting, consultations with
the AU Chairperson and the ECA Executive
Secretary further deepened AfDB/UA/ECA
tripartite cooperation. A major decision
was taken to discontinue the joint hosting
of the Annual Meetings Symposium by the
ECA and the AfDB.

Economic Community of West African
States (ECOWAS)

In October 2006, AIDB and ECOWAS
met to discuss a strateqy to prevent the
spread of the avian influenza in West
Africa. The consultation tock place amidst
concerns that the highly pathogenic avian
influenza (HPAI} was becoming endemic
in a growing number of countries in the
subregion, and in Africa at large. Based on
its action plan, the Bank Group approved
UA 2.97 million (US$4.5 million) in emer-
gency assistance grants for 9 RMCs, 6 of
which are ECOWAS member countries,
to control or prevent HPAI. In addition,
ECOWAS and the AfDB reaffirmed the
importance of collaborating with other
institutions like the FAG, the World Health
Organization, the World Organization for
Animal Health, and the African Union
Inter-African Bureau for Animal Resources
(AU-IBAR} in fighting and preventing the
spread of HPAI

Islamic Educational, Scientific and Cultural
Organization (ISESCO)

In 2006, AfDB and ISESCO cofinanced
regional training for staff respensible for

girls’ education in French-speaking Africa.
The Bank Group also attended a high-level
meeting of ISESCO Environment Ministers
in Jeddah, Szudi Arabia.

Organisation internationale de /a
Francophonie (OIF)

The AfDB and the OIF strengthened coop-
eration in 2006, especially in the areas of
education, training, and sustainable devel-
opment, in line with the Jetters exchanged
by the heads of the 2 institutions.

Southern African Development Community
(SADC)

Several high-level missions from the SADC
visited the AfDB in 2006. During these
missions, the status of implementation of
the AfDB/SADC Cooperation Agreement
was reviewed. Other activities during 2006
included visits to (5) SADC member states
by the AIDB President, and implementation
of the Bank’s Regional Assistance Strategy
Paper (RASP} for Southern Africa. The RASP
was prepared in collaboration with the SADC
Secretariat and was underpinned by the
Regional Indicative Strategic Development
Plan (RISDP} prepared by SADC.

West African Economic and Monetary
Union (WAEMU)

The AfDB participated in a number of
meetings organized by WAEMU, including
the donor round table on financing the
Union's economic and regional program.
The Bank Group is expected to contribute
19 percent of the UA 3.3 million (CFAF
2.438 hillion) estimated cost of imple-
menting the program.
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Chapter 004 Economic and Social Trends by Subregion

This chapter examines Bank Group operations against the backdrop of subregional socioeconomic trends in Africa in 2006.
It reviews macroeconomic performance, social trends, key economic issues, cumulative Bank Group approvals from 1967 to
2006, and development challenges in each of the institution's 5 operational subregions.

ECONOMIC AND SOCIAL
TRENDS IN AFRICA

Macroeconomic Performance

Africa’s economic performance remained
robust and resilient in 2006, with the
continent recording its longest economic
expansion in the last 2 decades. Real GDP
growth remained stable at 5.2 percent in
2005 and 5.5 percent in 2006 (Table 4.1). For
the last 6 consecutive years, the annual real
GDP growth rate has averaged 4.7 percent,
exceeding 5 percent during the last 3 years.
The number of countries with higher growth
rates increased modestly in 2006, with 23
RMCs recording growth rates above 5 per-
cent, 17 registering 3 to 5 percent, and only
2 recording negative growth rates.

The continent's economic growth was
sustained by both domestic and external
factors. The latter included favorable terms
of trade; a supportive global economic
environment, which boosted export volumes;
increased aid flows, which helped cushion
consumption, especially among cil importers;
and private capital inflows in the form of
direct investment and remittances. On the
domestic front, prudent poficy frameworks
and improving business climates helped pro-
mote macroeconomic stability and resilience
to external shocks.

Growth was also broad-based across sec-
tors, with the mining and services sectars
as the key drivers. Overall, Africa’s 13 oil
exporters continued to reap large terms-
of-trade gains while oil-importing RMCs
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with large mining operations benefited from
higher metal prices. Economic growth was
more mixed in the remaining oil importing
countries. Among agricultural exporiers,
stronger coffee prices led to incame gains
while falling cocoa and cotton prices had
the opposite effect, though offset by export
volume increases, Qverall, bumper harvests
in several parts of the continent boosted
growth in agricultural output to nearly 5
percent in 2006, compared with 3.4 percent
in 2005. Owing to stranger perfarmance in
tourism, telecommunications, and financial
sector refarms, the services sector also
posted an average annual growth rate of
about 6 percent for the last 3 years.

Africa‘s real GDP per capita growth stood
at 3.1 percent in 2006, up from 2.9 percent
a year eaflier. GDP per capita rose from
US$1,051in 2005 to US$1,182 in 2006 (see

Table 4.1). Despite this favorable trend, the
5.5 percent real GDP growth in 2006 falls
shart of the 7-8 percent required to achieve
the Millennium Development Goals (MDG}, in
particular the goal of halving the proportion of
people living n extreme poverty by 2015.

Improved eccnemic performance and sus-
tained oil price increases exerted upward
pressure on consumer prices, pushing up
average inflation from 8.8 percent in 2005
to 9.1 percent in 2006 (See Figure 4.1).
Most of the 40 oil-importing RMCs allowed
partial pass-through of the oil price increases
while maintaining tighter monetary policies.
This helped curb inflationary pressures.
As a result, the continent’s fiscal balance
improved from an average fiscal surplus of
2.4 percent of GDP in 2005 to 3.2 percent
of GDP in 2006, This improvement in the
fiscal balance is attributable to increased

Table 4.1: Africa — Macroeconomic Indicators, 1990-2006

Indicators 1990 2000
Real GDP Growth Rate (%) 2.3 34
GDP Per Capita (US $) 746 T4
Inflation (%) 164 122
Fiscal Balance (% of GDP) 49 0.2
Gross Domestic Investment (% of GDP)  21.8  19.2
Gross National Savings (% of GDP) 19.0 195
Real Export Growth (%) 159 98
Trade Balance ( % GOP ) 15 45
Current Account (% GDP) -1.0 2.4
Terms of Trade (%) 3.0 127
Total External Debt (% GDP) 558 514
Debt Service (% of Exports) 242 16.2

Source: AfDB Statistics Department and IME

2001 2002 2003 2004 2005 2006
4.2 3. 4.6 5.4 5.2 5.5
696 67 786 915 1,051 1,i82
16.9 8.3 9.6 8.8 8.8 EA
25 -6 -19 0.1 24 3.2
196 197 202 211 209 214
190 186 200 209 217 226
1.3 1.0 8.2 76 5.2 4.3
24 1.1 27 4.1 6.7 7.8

04 1z 04 1.2 36 4.7
33 03 21 41 132 118
50.7 528 49.0 430 344 253
16.5 139 124 104 100 7.3




savings among the 13 cil-exporting RMCs
and to strong aid flows, especially to the 17
RMCs that reached completion point under
the enhanced HIPC Initiative.

Africa's external position improved in 2006
owing to both higher export volumes and
cantinuing high terms of trade. Overall
average terms of trade growth remained
favorable at 11.9 percent in 2006—margin-
ally lower than the 13.2 percent recorded
a year earlier. The positive external position
is due in part to the surge in the price of
metals—such as copper—owing to bucy-
ant global demand driven mostly by Asian
countries, in particular China and India. The
average current account balance recorded a
surplus of 4.7 percent of GDP, compared with
surpluses of 1.2 percent and 3.6 percent of
GDP in 2004 and 2005, respectively.

Africa continued to benefit from the divi-
dends of debt relief measures under the

enhanced HIPC Initiative and the MDRI. As
a result, its external debt declined from 34.4
percent of GBP in 2005 to 25.3 percent of
GDP in 2006. Similarly, its debt-service, as
a percentage of exports, dropped from 10.0
percent in 2005 to 7.3 percent in 2006, As
the ousiness climate continued to improve,
private capital inflows in the form of fareign
direct investments {FDI) also increased.
However, the volume of these flows (about
2.5 percent of global FDI) remained low in
comparison with inflows to other developing
regions. Remittances from African migrants
have also become an increasingly important
source of development finance for the
continent. Recent estimates underscore that
remittances to Africa more than doubled,
from US$17 billion per year in 2000-2003 to
US$30-40 billion per year in 2005-2006.

Social Indicators
Despite the observed improvements, the
majerity of African countries continued to lag
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Figure 4.1: Africa — Real GDP Growth and Inflation, 2000-2006
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behind other developing countries in most
socio-economic indicators in 2006: Because
of the HIV/AIDS pandemic, life expectancy at
birth {51 years) in Africa remained far below
the average far developing countries (65
years}). Only 67 percent of the population
had access to health services, reflected in
the high infant and maternal mortality rates.
In fact, infant mortality in Africa, estimated
at 83 deaths per 1,000 live births, is much
higher than the estimated average of 57
deaths per 1,000 live births for developing
countries. As well, maternal mortality (609
per 100,000 live births} is far above the rate
for developing countries, (440 deaths per
100,000 live births). Gross primary school
enrollmant ratios, estimated at 104/90 per-
cent for males/females, do not compare well
with the estimated averages for developing
countries—112/105 percent, respectively.
Only 62 percent and 44 percent of the
population had access to drinking water and
sanitation, respectively, compared with 80
percent and 50 percent, respectively, in all
developing countries.

The continent's population grew by 2.1
percent on average in 2006, continuing the
downward trend from 2.7 percent in 1990.
However, this average masks considerable
differences among countries and subregions.
It is estimated that the population growth
rate for Southern Africa declined to 1.2
percent in 2006 because of the HIV/AIDS
pandemic. It remained constant at 1.8 pet-
cent for North Africa, and ranged from 2.3
percent in West Africa ta 2.5 percent in East
Africa and 2.7 percent in Central Africa.

Most importantly, with support from the
AIDB and other development partners, an
increasing number of RMCs are improving
their socio-economic situations. Measures
implemented in this regard include pro-poor
pelicies and programs; improving public

_ sector management and good governance;
increasing investments in the social sector,
infrastructure, and agriculture and rural
development,
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SOCIOECONOMIC
TRENDS AND BANK
GROUP OPERATIONS BY
SUBREGION

North Africa

Recent Macroeconomic Trends

The population of the North Africa sulregion
(Algeria, Egypt, Libya, Mauritania, Morocco,
Sudan, and Tunisia} in 2006 was estimated
at 197.1 million, representing 21.3 percent
of Africa’s population.

North Africa accounted for 37.2 percent of
the continent’s GDP in 2006, the highest
contribution among the 5 subregions. It
recorded the strongest econamic perform-
ance in Africa, with an average real GDP
growth rate of 6.3 percent. Its GDP per capita
increased significantly, rising 17.7 percent,
from US$1,816 in 2005 to US$2,137 in
2006—almost twice the continental average
{Table 4.2). Mauritania and Sudan recorded
the highest growth—twice the subregional
average—while gther major ail-exporters,
such as Algeria and Libya, posted 5 per-
cent. Economic growth in Egypt, Morocco,
and Tunisia was underpinned by tourism
and agriculture and was slightly below the
subregional average.

inflation in North Africa declined from 5.9
percent in 2005 to 4.3 percent—about one-
half of the continent’s average of 9.1 percent
(Figure 4.2). The decline was attributable
to the implementation of sound macroeco-
nomic policies and tight monetary and
fiscal measures. Higher savings among oil
exporters also contributed to the subregion’s
healthy fiscal position. Overall, North Africa’s
fiscal balance improved considerably, from a
surplus of 3.2 percent of GDP in 200510 5.0
percent of GDP in 2006, compared with the
continental average of 3.2 percent of GDP
in 2006. Similarly, owing to rising il prices
and enhanced external competitiveness, the
subregion’s external position improved sig-
nificantly and its current account surplus rose
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to 12.5 percent of GDP, from 10.5 percentin
2005. As well, the subregion, which has the
third lowest debt burden in the continent,
after Southern and West Africa, recorded a
substantial decline in its debt stock, from
32.4 percent of GDP in 2005 to 26.2 percent
of GDP in 2006. In contrast, its debt-service
ratio, which had been on a declining trend
over the years, rose marginally to 13.2
percent in 2006, from 12.5 percent a year
eartier (Table 4.2).

Soctal indicators

Morth Africa continued to record the low-
est incidence of poverty in the continent.
Average life expectancy in the subregion
{68 years) was well above the continental
average (51 years). In fact, life expectancy
rates in most countries in the subregion
compete well with those in developed
countries. As for infant and maternal mortal-
ity, the subregional averages of 38 deaths
per 1,000 live births and 177 deaths per

Table 4.2: North Africa — Macroeconomic Indicators, 1990-2006

20001 2002 2003 2004 2005 2006
4.2 3.7 54 4.9 4.6 63
1,400 1,314 1424 1583 1,816 2137
33 38 4.1 6.3 5% 43
25 -6 -1 o 32 5.0
205 236 222 241 237 239
244 256 280 309 344 367
1.1 1.7 8.8 8.1 4.0 7.3
62 -6 1.9 3.0 66 9.1
3.8 20 57 6.7 105 125
2.1 44 50 24 182 17
415 459 448 390 324 262
178 187 180 167 125 132

Indicators 1990 2000
Real GDP Growth Rate (%) 31 39
GDP Per Capita (US 3} 1,270 1,457
Inflation (%) 16.8 2.7
Fiscal Balance (% of GDP) -6.3 1.5
Gross Domestic Investment (% of GDP)  24.9 204
Gross National Savings (% of GDP) 224 253
Real Export Growth (%) 3.7 7.2
Trade Balance { % GDP} -2.6 1.9
Current Account (% GOP) -1.2 4.9
Terms of Trade (%) 58 224
Total External Debt (% GDP) 54.2 425
Debt Service (% of Exports) 535 198

Saurce: ADB Statistics Department and IMF.

Figure 4.2: North Africa — Real GDP Growth and Inflation,
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100,000 live births, respectively, were the
lowest in Africa {Annex I-1). The proportion
of the population with access to health and
sanitation averaged 88 percent and 69
percent, respectively. These rates are much
higher than the continental averages of 67
percent and 44 percent, respectively. As well,
86 percent of the subregion’s population had
access to drinking water, compared with 62
percent for the continent.

The gross primary schoo! enrollment ratio in
the subregion was 100/90 percent (males/
females in 2006). The male enrollment
rate is less than the 104 percent ratio for
the continent while the female enroliment
rate is at par with the average continental
ratio of 90 percent. Enrollment rates at the
secondary school level remained quite robust
and impressive, with a subregional ratic of
£9/66 percent {males/females), which is
much higher than the 41/37 percent ratio
for the continent.

Bank Group Operations
Four of the 7 countries in North Africa
(Algeria, Egypt, Morocco, and Tunisia) are

ADB-window eligible because of their high
incomes. Mauritania and Sudan are only ADF
eligible. Libya is not yet a borrowing RMC.

In 2006, loan and grant approvals for
North Africa amounted to UA 669.3
million, up from UA 642.1 million in 2005
(Annex |I-7). This accounted for 30 percent
of Bank Group loan and grant approv-
als, The Bank’s support for the subregion
focused on reinforcing key reform programs,
strengthening the private sector, upgrading
infrastructure, and improving the overall com-
petitiveness of the subregion’s economies.
Approvals in 2006 benefited the following
counties: Egypt (59.6 percent), Moroceo (36.7
percent), Tunisia (2.2 percent), Mauritania
(1.4 percent), and Sudan (0.04 percent).

The sectoral distribution of approvals
was as follows: finance, UA 338.0 million
(50.5 percent); transportation, UA 102.5
million (15.3 percent); water supply and
sanitation, UA 79.3 million {11.9 percent);
multisector, UA 73.2 million {10.9 percent);
social, UA 60.8 million {9.1 percent); and
agriculture, UA 15.4 million (2.3 percent).

Figure 4.3: North Africa — Cumulative Bank Group Loan and
Grant Appravals by Sector, 1967-2006
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Although the Bank Group started operations
in North Africa in 1968—a year later than
in other subregions—between 1968 and
2006, the subregion was the |argest recipi-
ent of cumulative Bank Group approvals,
amounting to UA 12.67 billion, equivalent
to 32.5 percent of loan and grant approv-
als (Annex II-7). Moraceo and Tunisia have
consistently been the main beneficiaries,
receiving 32.7 percent and 27.8 percent,
respectively, of the subregion'’s cumulative
approvals during the period. This is followed
by Egypt (19.0 percent}, Algeria (14.9 per-
cent), Mauritania (2.9 percent), and Sudan
{2.8 percent).

In contrast with ather subregions, almost all
of the Bank Group’s cumulative allocations
to North Africa were to finance infrastructure,
finance, and multisector reforms that have
a positive impact on private sector develop-
ment (Figure 4.3).
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West Africa

Recent Macroeconomic Trends

West Africa is the largest subregion in Africa,
bath geographically and demographically. It
comprises the followirg 15 RMCs: Benin,
Burkina Faso, Cape Verde, Cdte d'Ivoire,
Gambia, Ghana, Guinea, Guinea Bissau,
Liberia, Mali, Niger, Nigeria, Senegal, Sierra
Leone and Togo. Its population of 266.7
million represents 28.8 percent of the
continental total.

In 2006, West Africa’s GDP constituted 17.1
percent of the continent’s total, the third
highest contribution after North and Southem
Africa. Its economic growth performance was
robust, with an average real GDP growth rate
of 4.8 percent, slighily lower than the 5.6
percent recorded in the region in 2005 and
also lower than the 5.5 percent recorded at
the continental level in 2006, However, 5
countries in the subregion—Burkina Faso,
Cape Verde, Ghana, Nigeria, and Sierra
Lecne—recorded growth rates above 5
percent. Economic growth in the subregion
was largely affected by the persistent socio-
political situation in Cdte d'lvoire and by
the deterioration in the terms of trade for
cotton exporters such as Benin, Mali, and
Tego. This notwithstanding, the subregion’s
GDP per capita grew from US$620 in 2005
1o US$693 in 2006 (Table 4.3).

Inflation in West Africa declined from 13.6
percent in 2005 to 7.7 percent, comparing
well with the continental average of 9.1
percent (Figure 4.4). The subregian's fiscal
balance improved marginally, registering
a fiscal surplus of 5.7 percent of GDP
in 2006, compared with 5.5 perceni for
2005, The improvement was due mainly
to higher oil-revenue savings in Nigeria,
debt relief to 11 RMCs in the subregion,
and continued prudent fiscal policies. This
notwithstanding, the subregion's external
position deteriorated, with its trade balance
surplus declining to 13.1 percent of GDP in
2006, from 14.7 percent in 2005. Similarly,
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its current account surplus decreased from
5.3 percent of GDP to 3.2 percent of GDP
during the same period.

The subregion’s debt stock declined consider-
ably, from 39,3 percent of GDP in 2005 t0
21.9 percent of GDP in 2006, lasgely due
to Nigeria paying off its US$25 billion debt
to the Paris Club. Debt service also declined
substantially from 13.9 percent of exports
in 2005 to 2.9 percent of exports in 2006.
Indeed, the debt burden of the subregion

is expected to decline further as 7 of the
13 HIPC countries in the subregion reach
their completion points and benefit from
the MDRI.

Social Indicators

Most of the social indicators in West Alrica
do not compare well with continental aver-
ages. Average life expectancy stood at 48
years, lower than the average of 51 years
for the continent (Annex [1-1). Unless urgent
measures are taken to halt its spread, the

Table 4.3: West Africa — Macroeconomic Indicatars, 1990-2006

Indicators 1990 2000
Real GDP Growth Rate {%} 13 33
GDP Per Capita (US §) 404 356
Inflation {%) 136 7.3
Fiscal Balance {% of GDP} 1.9 20
Gross Domestic Investment {% of GOP) 184  18.8
Gross National Savings (% of GDP) 176 224
Raal Export Growth (%) 13.0 133
Trade Balance { % GDP} 87 148
Current Account (% GDP) -0.5 29
Terms of Trade (%) 21151
Total External Debt (% GDP) 939 806
Debt Service (% of Exports) 131 129

Source: ADB Statistics Department and IMF.

2001 200¢ 2003 2004 2005 2006
40 2.6 1.3 49 56 48
362  36% 439 513 620 693
146 89 108 98 136 1.7
40 -37 0 -13 4.2 55 57
212 210 205 2086 203 200
215 140 177 N1 256 283
25 -85 2086 54 001 -28
5.5 2.9 68 124 147 131
37 94 50 0.2 53 32
-5.0 28 0.7 91 233 183
774 779 683 612 393 219
140 116 6.9 54 139 29

2000-2006 (Percentages)

Figure 4.4: West Africa — Real GDP Growth and Inflation,
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HIV/AIDS pandemic could further reduce
life expectancy in the subregion. The pro-
portion of the population with access to
health services averaged 66 percent, close
to the continental average of 67 percent. In
contrast, only 56 percent and 37 percent of
the population in the subregion had access
to water and sanitation, respectively, lower
than the continental average of 62 percent
and 44 percent, respectively. Infant and
maternal mortality rates stood at 107 deaths
per 1,000 live hirths and 773 deaths per
100,000 live births, respectively. These are
higher than the continental averages of 83
deaths per 1,000 live births and 609 deaths
per 100,000 live births, respectively.

Regarding education, the subregion’s gross
primary school enrollment rates continued
to improve registering 99 percent and 81
percent for males and females, respectively.
However, these rates were still below the
continental rates of 104 percent and 90 per-
cent for males and females, respectively, As
well, the secondary school enrollment rates
of 34 percent and 26 percent for males and
females, respectively, were much lower than
the continental averages of 41 and 37 per-
cent for males and females, respectively. This

clearly underscores the need to provide sup-
port to help this subregion close the sogial
indicators gap with the rest of Africa.

Bank Group Operations

Nigeria is the only blend country in West
Africa that can borrow from the ADB and ADF
windows. The ather 14 RMCs are anly ADF-
eligible, and 13 of them are HIPC countries.
Bank Group approvals to the subregion
declined by almast half, from UA 553.7
million in 2005 to UA 267.8 million in 2008,
owing primarily to the frontioading—by most
of the RMCs in the subregion—of ADF-X
allocations in 2005 {(Annex II-7}. However, this
trend is expected to reverse in 2007 through
the reaflocation of unused ADF-X resources.

Approvals to the subregion accounted for
23.4 percent of total approvals and were
mainly for finance, agriculture and rural
development, water suppiy and sanitation,
and the multisector. The sectoral distribu-
tion was as follows: finance, UA 89.5 million
(33.4 percent); agriculture, UA 73.6 million
(27.5 percent); water supply and sanitation,
UA 47.0 million {17.6 percent); multisector,
UA 32.3 million (12.1 percent}; social, UA
23.4 millien (8.7 percent); and transporta-

Figure 4.5: West Africa — Cumulative Bank Group Loan and
Grant Approvals by Sector, 1967-2006

Power Supply 5.6%
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tion, UA 2.0 million (0.7 percent}. The fol-
lowing 13 RMCs benefited from loans
and grants in 2006: Nigeria (41.8 percent},
Ghana (24.6 percent), Niger (6.0 percent),
Benin (5.6 percent}, Mali (5.6 percent),
Burkina Faso (5.6 percent), Gambia (3.0
percent), Guinea-Bissau (2.3 percent), Cape
Verde (1.5 percent), Guinea (1.3 percent),
Liberia (1.1 percent), Togo {0.8 percent),
and Sierra Leone (0.7 percent).

West Africa was the second highest recipi-
ent of lpan and grant approvals, after
North Africa, Between 1967 and 2006,
cumulative Bank Group loan and grant
approvals to the subregion amounted
to UA 9.14 billion, about 23.4 percent of
curmulative allocaticns o all RMCs {Annex
II-7). Nigeria received the highest cumula-
tive approvals (26.5 percent), followed by
(6te d'lvoire (12.5 percent), Ghana (11.2
percent), Senegal (7.3 percant), Mali (7.1
percent), Burkina Faso (6.5 percent), Guinea
{6.2 percent), and Benin (5.5 percent). Figure
4.5 presents cumulative loan and grant
approvals by sector. Agriculture, the social
sector, transport, multisector, and water
supply and sanitation ranked as the top 5
beneficiary sectors.
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East Africa

Recent Macroeconomic Trends

The combined population of the East Africa
subregion (comprising Comoros, Djibouti,
Eritrea, Ethiopia, Kenya, Madagascar,
Mauritius, Seychelles, Somalia, Tanzania, and
Uganda) in 2006 was estimated at 218.4
million, or 23.6 percent of the continent’s
population,

East Africa accounted for 7.0 percent of the
continent's GDP, the second lowest contribu-
tion after Central Africa. Its real GDP grew
by 5.1 percent on average—the second best
subregional economic growth performance,
after North Africa. However, this is lower than
the 6.4 percent recorded in 2005. Although
its GDP per capita rose from US$316 in
2005 to US$349 in 20086, it was less than
one-third of the continent’s per capita GDP
of US$1,182 in 2006, and the lowest among
the subregions (Table 4.4).

The 4 largest eccnomies—Kenya, Tanzania,
and Uganda, members of the East African
Community (EAC), and Ethiopia—benefited
from higher coffee prices, which boosted
their GDP growth rates above 5.1 percent.
The medium-sized economies of Madagascar
and Mauritius registered growth rates that
were between 3 and 5 percent. In contrast,
the smaller economies of Eritrea, Comoros,
and Seychelles recorded growth rates below
2 percent. The lingering conflicts in the horn
of Africa continued to affect economic activ-
ity in the subregion. In addition, some of
the performing countries i the subregion
failed to continue pursuing sound inflation
targeting monetary policies and prudent fis-
cal policies. As a result, the average inflation
rate rose 1o 9.9 percent in 2006, from 8.2
percent in 2005 (Figure 4.6).

East Africa’s average fiscal balance deterio-
rated from a deficit of 2.9 percent of GDP
in 2005 to 4.7 percent of GDP in 2006,
reflecting the failure by most countries to
pursue efforts aimed at enhancing revenue
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generation and tightening government
expenditure. The subregion’s fiscal deficit
remained high (4.7 percent) compared with
the continental average surplus (3.2 percent
of GDP}. Although the subregion’s terms of
trade have been consistently negative in
recent years, they improved considerably,
from 9.6 percent in 2005 to 3.1 percent in
2006. This notwithstanding, the subregion’s
external position worsened, with its current
account balance turning to a deficit of 6.1
percent of GDP in 2006, from 5.5 percent
in 2005, compared with the average cur

rent account surplus of 4.7 percent of GDP
recorded by the continent.

The subregion’s external debt burden con-
tinued to decrease in 2006 owing to the
cautious borrawing policies of many gov-
ernments and to multilateral debt relief for
4 of its HIPC completion point countries;
namely, Ethiopia, Madagascar, Tanzania,
and Uganda. Total external debt-to-GDP
ratio declined from 43.5 percent in 2005
to 35.1 percent in 2006; however, this
is still much higher than the continental

Table 4.4; East Africa — Macroeconomic Indicators, 1990-2006

Indicators 1990 2000
Real GDP Growth Rate {%) 43 4.2
GDP Per Capita {US §} 237 255
Inflation (%) 206 7.5
Fiscal Balance (% of GDP} 45 -39
Gross Domestic Investment {% of GOP) 187 17.2
Gross Naticnal Savings (% of GDP) 136 141
Real Expart Growth (%) 7.4 78
Trade Balance { % GDP) 99 -100
Current Account (% GDP) 41 38
Terms of Trade (%) 344 -117
Total External Debt {% GDP} 689 613
Debt Service (% of Exports) 266 211

Source: ADB Statistics Department and IMF

2001 2002 2003 2004 2005 2006
5.7 1.9 25 7.2 6.4 5.1
253 246 270 286 316 349
25 0.4 8.3 8.2 8.2 a9
29 43 42 28 29 47
174 160 165 179 182 185
154 150 157 149 140 129
229 1.7 88 135 9.6 4.2
95 -89 98 -126 -146 -145
20 16 11 33 55 60
170 31 11 B 96 -3
570 561 534 480 435 351
255 144 123 104 7.5 7.9

2000-2006 {Percentages)

Figure 4.6: East Africa — Real GDP Growth and Inflation,
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average of 25.3 percent of GOP during the
same period.

Social Indicators

Average life expectancy in East Africa, 50
years, is very close to the continental aver-
age of 51 years {Annex II-1). This notwith-
standing, the combined effects of a high
incidence of poverty, low access to health
and sanitation services, and the HIV/AIDS
pandemic continue to undermine social and
economic development.

The proportion of the subregion’s popula-
tion with access to health services in 2006,
54 percent on average, remained very low,
compared with the continental average oi 67
percent. Infant mortality and maternat mor-
tality rates remained high, with an average
of 86 deaths per 1,000 live births, and 643
deaths per 100,000 live births, respectively,
compared with the continental average of 83
per 1,000 live births and 609 per 100,000
live births, respectively. Only 46 percent of
the population had access to drinking water
in 2006, against a continental average of 62
percent; 31 percent had access to sanitation,
much lower than the continental average
of 44 percent.

Gross primary school enrollment in the
subregion in 2006, 109/99 percent (male/
female}, compared favorably with the
continental average of 104/90 percent. In
addition, 6 countries registered high and
gender-balanced ratios. Although secondary
schoof enrollment has improved significantly
over the last 5 years, it remained low at
36/28 percent (maleffemale) in 20086,
compared with the continental average of
40/37 percent {maleffemale). Raising the
percentage of the population with access
1o health services, water and sanitaticn, as
well as secondary school enrollment ratias
to the continental level remains a pricrity
development challenge for the subregion.

Bank Group Operations

Only 2 out of 11 RMCs in the East Afica
subregion—nMauritius and Seychelles—are
eligible for ADB resources. The remaining 9
are eligible for funding from the ADF, with
restricted access to ADB resources for private
sector and enclave projects only. Overall, the
subregion received UA 522.4 million in
Bank Group loan and grant approvals
in 2006 to finance projects and programs
in 7 countries, equivalent to 22.6 percent
of approvals (Annex II-7).

Approvals by Sector, 1967-2006

Industry 3.7%

Finance 4.7%

Water Supply &
Sanitation 9.6% e,

Power Supi)!y 7.5%

Socialid.a%

Figure 4.7: East Africa — Cumulative Bank Group Loan and Grant

Communication 1.9%

J_.---Agricuhure 23.2%

-

- Transport 19,9%

... Mulisector 16.2%

Economic and Social Trends by Subregion Chapter 004

The Bank's support to the subregion was
directed primarily to infrastructure (compris-
ing transportation, water and sanitation,
and power supply), the multisector, and
social sectors, Distribution of approvals
by sector was as follows: multisector, UA
169.0 million {32.4 percent); transportation,
UA 98.0 miltion (18.8 percent); power, UA
87.2 million (16.7 percent); social sector, UA
60.4 millien {41.6 percent); water supply and
sanitation, UA 55.0 million (10.5 percent);
industry, UA 27.0 million (5.2 percent); and
agriculture and rural development, UA 25.8
million (4.9 percent). The largest share of
the allocations went to Ethicpia (44.2
percent), Tanzania {27.8 percent}, Kenya {10.9
percent), and Uganda (10.1 percent), fol-
lowed by Madagascar (6.8 percent), Somalia
(0.1 percent), and Dijibouti (0.1 percent).

From 1967 to 2006, East Africa received UA
5.93 hillion, or 15.2 percent of cumu-
lative Bank Group loan and grant
approvals. Within the subregion, Ethiopia
received the highest cumulative approvals
(28.6 percent), followed by Tanzania {18.0
percent), Uganda (16.8 percent}, Kenya {13.2
percent), Madagascar {10.3 percent), and
Mauritius (4.7 percent) {Annex II-7}. Figure
4.7 presents the distribution of cumulative
{1967-2006) Bank Group loan and grant
approvals to the subregion by sector. The
top 5 recipient sectors were agriculture,
transportation, multisector, social, and water
supply and sanitation.
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Southern Africa

Recent Macroeconomic Trends

The population of the Southern Africa subre-
gicn {comprising Angola, Botswana, Lesothe,
Malawi, Mozambique, Namibia, South Africa,
Swaziland, Zambia, and Zimbabwe) in 2006
was estimated at 128.9 million, or 13.9
percent of the continental population.

The subregion accounted for 32.9 percent of
the continent's GDP, the second highest after
North Africa. Its real GDP growth rate leveled
off at 5.4 percent, marginally lower than the
5.5 percent continental average real GDP
growth rate for 2006 {see Table 4.5). However,
the subregion’s GDP per capita income can-
tinued its upward trend, rising from US$2,470
in 2005 ta US$2,685 in 2006, driven mainly
by South Africa, with a per capita income of
US$5,499, compared with an average of US$
1,905 for the remaining countries.

Angola recorded the highest growth rate in
the subregicn and in Africa, with its GDP
growth surging to 14.6 percent as more oil
production came on stream and oil prices
iemained high. Mozambique and Zambia also
enjoyed strong growth rates {above 5.4 per-
cent of GDP}, mainly because of higher metal
prices. However, growth rates in South Africa,
Botswana, and Namibia came in slightly below
the subregional average. The removal of trade
quotas for textile, following the end of the
Multi-Fiber Agreement on January 1, 2005,
affected economic performance in Lesotho
and Swaziland, which both recorded growth
rates below 2 percent. Economic activity
contracted by 5 percent in Zimbabwe.

The inflation rate in Southern Africa rose from
10.7 percent in 2005 10 16.5 percent in 2008,
almost twice the continental average of 9.1
percent (Figure 4.8). This rising trend masks
considerable variations in inflation rates across
countries: Zimbabwe suffered from hyperinfla-
tion {1,216 percent in 2008), whereas the rates
of inflaticn in most of the other RMCs in the
subregion remained in the single digits.
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The gverall fiscal situation in Southern Africa
weakened in 2006 Its fiscal balance declined
from a surplus of 0.4 percent of GDP in 2005
to 0.2 percent of GDP in 2006. In contrast,
terms of trade improved from 5.8 percent in
2005 to 10.0 percent in 2006, pushing up the
merchandise trade balance from a surplus of
3.6 percent of GDP in 2005 to a surplus of
4.4 percent in 2006. This notwithstanding,
the current account deficit of Seuthern Africa
improved slightly—from 2.4 percent of GDP
to 1.3 percent of GDP in 2006.

The subregion is the least indebted in the
continent, with only 3 of its RMCs—Malawi,
Mozambique and Zambia—classified as
HIPCs. All 3 countries qualified for the MDRI.
As a result, the external debt-to-GDP ratio of
the subregior averaged 23.3 percent, down
from 28.1 percent in 2005, Similarly, its
debt-sesvice 1atio declined from 9.5 percent
in 2005 to 7.8 percent in 2006.

Table 4.5: Southern Africa — Macroaconomic Incicators, 1990-2006

Indicators 1990 2000
Real GDP Growth Rate (%) 0.6 33
GDP Per Capita (US $} 1,548 1,436
Infiation (%) 215 181
Fiscal Balance (% of GDP} 38 29
Gross Domestic investment (% of GDP)  172.9  17.0
Gross National Savings (% of GDP} 186 172
Real Export Growth (%) 06 111
Trade Balance { % GDP) 5.4 54
Current Account (% GDF) 06 0C
Terms of Trade (%} 06 -13
Total External Debt {% GDP) 336 40
Debt Sewvice (% of Exports} 150 174

Source: ADB Statistics Department and IMF.

2001 2002 2003 2004 2005 2006
28 39 2.8 49 5.6 5.4
1,335 1,310 1721 2,165 2470 2,685
148 185% 194 143 107 165
22 -2} 28 15 0.4 0.2
159 129 169 180 176 183
148 149 156 154 157 162

2.7 4.1 1.4 56 9.1 6.8

55 4.6 2.7 2.2 36 4.4
16 07 21 300 240 13
-14 0.5 0.5 34 58 100
380 407 360 313 281 233
179 139 132 121 9.5 18

Figure 4.8: Southern Africa — Real GDP Growth and inflation,
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Social Indicators

Life expectancy in the subregion in 2006,
42 years, was the lowest in the cantinent,
compared with the continental average of
51 years (Annex II-1). This low rate is attrib-
utable to the HIV/AIDS pandemic, although
a number of RMCs in the subregion are
achieving tangible results in halting the
spread of the disease. The proportion of the
population with access to health services, 48
percent, is lower than the 67 percent for the
continent. On the other hand, 72 percent
and 52 percent of the population had access
to drinking water and sanitation, respec-
tively. These rates are much higher than the
continental averages of 62 percent and 44
percent for water and sanitation, respec-
tively. Infant and maternal mortality rates in
the subregion averaged 73 deaths per 1,000
live births and 603 deaths per 100,000 live
births, respectively, the second lowest rates
in the continent, after North Africa.

The gross primary school enrollment ratio
(malefiemale) in the subregion in 2006 was
the highest in Africa, averaging 112 percent
for males and 101 percent for females. At the
secondary schoal level, the subregion regis-
tered an enrollment ratio of 25/21 percent

for males and females, although there are
marked differences among the countries. The
enrollment rate at the primary level exceeded
the continental rate; however, the secondary
school enrciment rate was much lower than
the continental average of 40/37 percent.

Bank Group Operations

Bank Group operations in Southern Africa
started in 1969. Four of the 10 RMCs in
the subregion—Botswana, Namibia, South
Africa, and Swaziland—are ADB-window eli-
gible. Angola, Lesotho, Malawi, Mozambique,
and Zambia are ADF-eligible. Zimbabwe, a
blend country eligible for funding from both
the ADB and the ADF windows, has been
under sanctions since May 2000.

In 2006, Bank Group loan and grant
approvals to the subregion increased
substantially to UA 225.1 million, more
than 5 times the UA 43.5 million approved
in 2005, representing 9.8 percent of total
loan and grant approvals in 2006 {Annex
[1-7). This turnaround trend is attributable
to {i) allocations for 3 large operaticns in
Mozambique, to support 2 infrastructure
development projects and 1 multisector
project, and {ii) increased funding for budget

Figure 4.9: Southern Africa — Cumutative Bank Group Loan and
Grant Approvals by Sector, 1967-2006
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suppart operations in Zambia, 1 water and
sanitation project, and 1 industry sector
project from the ADB window.

The main sectors supported in 2006 were
infrastructure {comprising transportation,
water and sanitation, and power supply),
muliisector, industry, and agriculture and
rural development. Sectoral allocations
were as follows: multisector, UA 80.0 mil-
lion {35.5 percent}; transportation, UA 36.9
million (16.4 percent); industry, UA 28.9
million (12.8 percent); power supply, UA
26.3 million (11.7 percent); agriculture and
rural development, UA 23.0 million (10.2
percent); water and sanitation, UA 15.00
mitlion (6.7 percent); and social, WA 15.0 mil-
lion (6.7 percent). Only 5 countries were
beneficiaries in 2006: Mozambique (52.8
perceni), Zambia (28.4 percent), Malawi
{13.3 percent); Lesotho (3.0 percent); and
Swaziland (2.4 percent).

Between 1969 and 2006, Southern Africa
received cumulative Bank Group loan
and grant approvals worth UA 5.11
billion (Annex II-7). This represenis 13.1
percent of cumulative loan and grant
approvals to all RMCs. Within the region,
Mozambique received the highest approvals
(20.3 percent), followed by Zimbabwe (14.2
percent}, Zambia (14.1 percent), Malawi
(12.5 percent}, South Africa {10.0 percent),
Botswana (7.1 percent), Angola (6.7 per-
cent), Lesotho (6.0 percent), Swaziland (5.9
percent), and Namibia (3.3 percent).

Cumulative approvals for the subregion by
sector are presenied in Figure 4.9 below.
The top 5 sectors were transportation,
agriculture, finance, multisector, and the
social sector.
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Central Africa

Recent Macroeconomic Trends

The population of the Central Africa subre-
gion {Burundi, Cameroon, Central African
Republic {CAR), Chad, Republic of Congo,
the Democratic Republic of Congo (DRC),
Equatorial Guinea, Gabon, Rwanda, and
Sao Tome & Principe} was estimated at
113.3 million in 2006, or 12.3 percent of
the continent’s population.

Central Africa contributed 5.9 percent to
the continental GDP—the lowest among
the 5 subregicns. Its real GDP growth rate
declined from 4.9 percent in 2005 to 3.9
percent in 2006. However, its GDP per capita
rose from US$505 in 2005 to US$570 in
2006 (Table 4.6). In the subregion, only
Cameroon recorded a growth rate above 5
percent; Gabon's growth rate came in far
below this rate; while Equatorial Guinea
registered a negative growth rate of 0.4
percent—compared with an average of 25
percent in the past decade—aowing to the
impact of reduced il production on the
economy. [n contrast, ameng the oil impart-
ers, Burundi and DRC recorded strong GDP
perfarmance above the 3.9 percent average.
Qverall, prospects for economic growth in the
subregion are improving due to the sharp
decline in conflicts in the subregion and to
the major initiatives launched by the donor
community to support development in the
Great Lakes area.

In spite of the tight monetary and fiscal
policies in the CFA zone, the inflation rate
in the subregion remained stable at about
9.1 percent in 2005 and 9.5 percent in
2006— close to the continental average
of 9.1 percent (Figure 4.10).

Central Africa’s fiscal balance rose substan-
tially, from a surplus of 6.5 percent of GDP
in 2005 to 8.3 percent of GDP in 2006,
owing to fiscal surpluses generated by coun-
tries such as Cameroon, Congo Republic,
Equatorial Guinea, Gabon, and Sao Tome &
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Principe. Similarly, the subregion’s external
position improved, with its current account
halance turning to a significant surplus of 5.2
percent of GDP in 2006, up from a modest
surplus of 0.9 percent of GDP in 2005. This
favorable trend is attributable to positive
developments in the terms of trade, which
stood at 15.6 percent in 2006, compared
with 13.8 percent in 2005. The subregion,
through Cameroon, CAR, Burundi, Rwanda,

Congo, and DRC, also benefited from the
combined effects of the post conflict initia-
tive, the enhanced HIPC Initiative, and the
implementation of the MDRI. This led 10 a
sharp reduction of its external debt burden,
from 57.5 percent of GDP in 2005 to 28.5
percent of GDP in 2006. As well, the sub-
region's debt service-ratio declined from
6.2 percent 1o 5.8 percent over the same
period, as shown in Table 4.6.

Table 4.6: Central Africa — Macroecanomic Indicators, 1990- 2006

Indicators 1990 2000
Real GDP Growth Rate {%) -4.1 0.4
GDP Per Capita {US $) 496 297
Inflation (%) 1.4 845
Fiscal Balance {% of GDP) -7. 0.5
Gross Domestic Investment (% of GBP)  21.2 182
Gross National Savings {% of GDP) 133 183
Real Expart Growth (%) 9.8 85
Trade Balance { % GDP) 62 152
Current Account (% GDP) -3.0 1.6
Terms of Trade (%) .32 205
Total External Debt (% GDP) 69 888
Debt Service (% of Exports) 114 179

Source: ADB Statistics Department and IMF
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Social Indicators

Social indicators in Central Africa remain
a major source of concern, compared with
the rest of Africa. Average life expectancy
at hirth in 2006, 45 years, was lower than
the continental average of 51 years {Annex
I1-1). The percentage of the population with
access to health and sanitation services, 64
percent and 33 percent, respectively, was
below the continental average of 67 percent
and 44 percent, respectively, Limited access
to health and sanitation services continued
to have an adverse impact on quality of life
in the subregion: The infant mortality rate
averaged 106 deaths per 1,000 live births,
well above the continental average of 83
deaths per 1,000 live births. The maternal
mortality rate also remained high, at 1.071
deaths per 100,000 live births, compared
with the African average of 609 deaths per
100,000 live births. Similarly, only 55 percent
of the population had access to water, much
lower than the average of 62 percent for the
entire continent.

The subregion’s gross primary school enrol-
ment rate of 109 percent for males exceeded

the continental average of 104 percent,
while the rate for ferales was almost at par
with the continental average of 90 percent
for females. In contrast, the subregional
average enrgllment rate at the secondary
school level for male and female students
was abysmally low at 23 percent, compared
with the regional average enrollment rate of
42 percent, This situation continues to seri-
ously undermine prospects for the social and
economic development of the subregion.

Bank Group Operations

Gabon and Equatorial Guinea are the only
RMCs in Central Africa that are eligible for
ADB resources. The other 8 RMCs are only
eligible for ADF funding, with limited access
1o ADB resources for private sector and
enclave projects only. In 2006, the subregion
received UA 205.6 million in Bank Group
loan and grant approvals, acceunting for
8.9 percent of approvals (see Annex 11-7).

These approvals focused primarily on
infrastructure, multisector, agriculture and
rural development. Allocations were as fol-
lows: power supply, UA 51,1 million (24.9

Figure 4.11: Central Africa — Cumulative Bank Group Loan and
Grant Approvals by Sector, 1967-2006

Commurication 2.4%

Pawer Supply 6.3%

Industry 5.5%

Water St;pply &
Sanitation 10.4%
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Finance 2.3%

_w=-Transport 22.8%

o Agriculture 19.2%

... Multisecter $9.1%
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percent); transportation, UA 44.7 million
(21.7 percent); multi-sector, UA 42.2 million
{20.5 percent); social, UA 29.8 million (14.5
percent); water supply and sanitation, UA
22.0 million (10.7 percent); and agriculture
and rural development, UA 15.9 million (7.7
percent). The 8 beneficiary countries were:
Cameroon (60.7 percent), Rwanda (12.2
percent), Congo Republic (8.4 percent),
Burundi (7.9 percent), Chad (6.3 percent),
Sao Tome & Principe {2.0 percent), CAR (1.6
percent), and DRC (0.9 percent).

Between 1967 and 2006 Central Africa
received UA 4.58 billion, equivalent to 11.8
percent of cumulative Bank Group loan
and grant approvals. DRC received the
highest cumulative approvals (26.4 peicent),
followed by Cameroon (19.6 percent), Gabon
{15.0 percent), Rwanda (9.5 percent), Chad
(8.9 percent), Burundi {7.1 percent), Congo
{6.6 percent), CAR {3.1 percent}, Sao Tome
& Principe (2.3 percent), and Equatorial
Guinea (1.5 percent) {Annex |I-7).

The distribution of cumulative Bank Group
loan and grant approvals to the subregion,
according to sector, is presented in Figure
4.11. The top 5 beneficiary sectors were:
transportation, agriculture, multisector, social
sector, and water supply and sanitation.
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Chapter 005 Bank Group Operations

This Chapter presents an overview of Bank Group operations in terms of financing instrument, sectoral distribution, and
financing window (ADB, ADF, and NTF). It also presents profiles of all projects and programs approved in 2006, including
multinational operations in support of strong regional integration in Africa.

OVERVIEW OF BANK
GROUP OPERATIONS

In 2006, the AfDB approved a total of UA
2.59 billion—comprising UA 2.31 billion
for aperations financing and UA 0.28 billion
in debt relief, arrears clearance, and private
sector loan guarantees. Operations focused
on finance, infrastructure development, and
multisector activities, reflecting the Bank
Group’s new strategic orientation towards
enhandng selectivity and targeting specific
areas of intervention. These 3 sectors, which
accounted for 76.6 percent of loans and
grants, have the greatest impact on economic
growth, private sector development, and the
promotion of good governance in support of
the achievenent of the MDGs.

Approvals by Financing Instrument
Bank Group total financing approv-
als reached a record high in 20086, rising
13.1 percent, from UA 2.29 billion in
2005 to UA 2.59 billion in 2006. This
increase is attributable to the volume of
loan and grant approvals, which rose from
UA 1.74 billion in 2005 to UA 2.31 bil-
lion in 2006. During the period under
review, project lending increased from
UA 1.05 billion to UA 1.20 billion; policy-
based fending more than doubted—from
UA 274.7 million to UA 618.4 million; and
grants increased from UA 420.3 million to
UA 492.4 million. In terms of financing
window, the ADB and ADF accounted for
40.4 percent and 59.6 percent, respec-
tively, of approvals in 2006, compared
with 37.9 percent and 62.0 percent,
respectively, in 2005 (see Table 5.1).

As Table 5.1 shows, there was a sig-

nificant increase in loan approvals
{project and policy-based lending),
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which rose 37.9 percent, from UA 1.32
billion in 2005 to UA 1.82 billion in
2006, and represented 70.1 percent
of Bank Group operational approvals.
Project fending, including sector invest-
ment operations and lines of credit, was
the main financing instrument, account-
ing for 46.2 percent of operational
approvals while policy-based fending
accounted for 23.9 percent. The remain-
ing 19 percent of approvals was allo-
cated to financing for 70 grants, with
the bulk of the resources (16.2 percent)
allocated for 27 investment operations
and 1 structural adjustment grant. The
grants comprised 25 technical assistance
grants (including 4 under the Middie
income Countries (MIC) initiative), and
17 spedial relief fund grants. UA 0.3
million was also approved for 1 Project
Preparation Facility advance. In addition,
UA 257.5 million was approved for 6
debt relief operations under the HIPC
Initiative; UA 15.6 million in arrears
clearance for the CAR under the PCCF,
and UA 8.8 million for a private sector
loan guarantee. These Bank-financed
programs and projects will be imple-
mented in 37 RMCs, in partnership with
other multilateral and bilateral donars.

The Bank Group used both ADB and ADF
resources to finance operations aimed at
promoting regional economic coop-
eration and integration. Loan and grant
approvals for multinational opera-
tions soared to their highest fevel in
the past 5 years, reaching UA 417.9
million in 2006 (18 percent of opera-
tions approvals), compared with UA 85.8
million in 2005 and UA 219.2 million
in 2004. The unprecedented increase
reflects the Bank Group's new emphasis

on the development of regional and
mutinational infrastructure and services.
Consistent with its lead role in promoting
subregional infrastructure under NEPAD,
the Bank Group is stepping up action to
help its RMCs build infrastructure and
alleviate poverty. As Figure 5.1 shows,
infrastructure received the highest per-
centage of approvals, 45.6 percent, in
support of the implementation of the
NEPAD Short-term Action Plan (STAP).
Agriculture and rural development
{20.8 percent) and finance (16.2 per-
cent} also benefited from large financ-
ing. These 3 sectors together accounted
for close to 83 percent of approvals for
multinational operations. The remain-
ing sectors, social development, multi-
sector, and humanitarian emergency
assistance received about 18.0 percent
of approvals.

Figure 5!1: Sectoral
on of Approved

Financing for Multinationat
Operations, 2006

Multi-Sector 4.2%

SOQsl Sector 13.% Infrastructure 45.6%

Finance 16.2% i
Agriculture and Rural Dev. 20 8%




Bank Group Operatians Chapter 005

Table 5.1: Bank Group Approvals by Financing Instrument, 2004-2006

(in millions of UA)

Financing Instrument

Project Lending
Public and Publicly -Guaranteed
Preject Loans
Sector investment and Rehabilitation
Lines of Credit
Private Non-Publicly Guaranteed
Project Loans
Lines of Credit
Policy-Based Lending
Sector Adjustment
Structural Adjustment
Grants
Technical Assistance
Project Cycle Activities
of which Private Sector
Institutional Support
of which Private Sector
Middie Income Countries Grant
Froject Grant
Structural Adjustment Grant
Special Relief Fund
Ermergency Assistance
Emergency Post Canflict

Project Preparation Facility

SFM Debt Alleviation

Loans and Grants Sub-Total
of whichADB
ADF
NTF

Other Approvals:
HIPC Debt Relief
Post Conflict Country Facility
Equity Participation

Public Eguity

Private Equity
Guarantees

Public Guarantees

Private Guarantees
Loan Reallocations

TOTAL APPROVALS
of whichADB

ADF
NTF

2004 2005

umber | o | % | oo |

39
35
33

1
1
4

913.42
752.25
703.44
36.00
12.81
161.17

161.17

602.96
210.25

392.71
216.68
99.96

22.22

1174
1.60

113.91
2.82
282

1,733.06
808.57
91525

9.25

1,009.13
41.30
.

3.21

2,786.70
1,518.54
1,257.91

8.25

328 | 30 || 1,046.81 |
27.0 26 || v0871
252 25 77073
13 y .
5 1 137.98
53 4 138.10 }
. 2 6432 |
58 | 1 73.78 |
2.6 6 27473 |
75 1 4997
141 5 22476 1!
7.8 51 420.28
36 15 3276
0.8 4 7.81
2.8 1 24.96
a1
41 19 | 381.77 -
- . S
o1 | 17 575 |
01 ! 17 575 |
- . -l
- i 3 1.13
- l - -

1,742.95
750.73
992 22

36.2 10 508.68
1.5 - -
0.1 1 isn
0.1 1 351

- 1 .90
- 1 6.90

2,293.63
868.73
1.421.71
3,19

Source: ADB Statistics Department, Economic and Social Statistics Division

- Magnitude zero

0.0 Magnitude less than 5 percent of the unit employed

I N L

z.5§9.94

1,045.37

1,544.57
1
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Lean and Grant Approvals by Sector
In line with the Bank Group's new strate-
gic orientations, the bulk of the UA 2.31
billion approved for sectoral projects and
programs in 2006 was allocated to prior-
ity areas that are critical for promoting
economic growth and reducing poverty
in RMCs. The top 3 sectors that benefited
from loan and grant approvals were infra-
structure, finance, and the multisector, as
described below.

infrastructure projects (iransporia-
tion, water supply and sanitation, power
supply} accounted for the largest share of
loan and grant approvals—UA 857.7 mil-
fion (37.2 percent) for 32 operations—a
24 8-percent increase from UA 687.1
million for 23 operations a year earlier
{Table 5.2).

As Figure 5.2 shows, the largest alloca-
tion under infrastructure went to trans-
portation, UA 462.8 million (54.0 per-
cent); followed by water and sanitation,
UA 227.7 million (26.6 percent); and
power supply, UA 167.2 million (19.5
percent).

Box 5.1 highlights one of the success-
ful infrastructure projects financed by the
Bank Group.

Table 5.2: Bank Group Approvals by Sector, 2006

{in millions of UA}

Figure
of Approl:ed Financing for

ture, by Subsector,

Power Supply 19.5%

Water Supply H
& Saniation 26.6% i

Tiansport 54.0%

mm---

Agriculture and Rural Development 9
Sacial 4
Education -
Health 2
Cther 2
Infrastruciura 17
Water Supply and Sanitation 5
Power Supply 3
Communication -
Transport 9
Finance 4
Mulsisector 8
Industry, mining and quarrying 2

Urban Development
Environment

2 ) 2 T L

Other Approvals
HIPC Debt Relief
Post Conflict Country Facility
Guarantees

135.74 104.98
134.03 7.4 12 110.30
- - 65.00
60.00 3.3 1 20.00
74.03 4.1 7 25.30
714.47 393 15 143,25
185.31 10.2 5 4238
164.63 9.1 i 257
364.53 20.1 9 98.30
495,12 27.3 - -
280.45 15.4 16 13385
55.93 31 - -

281.81
257.49 n.a.
15.57 n.a.

8.75

21.3
224
13.2
4.1
51
29.1
8.6
0.5

20.0

272

8 281.81
n.a. [ 257.49
n.a. 1 15.57
1 8.75

n.a.
n.a.

I N T N T T N AT T Y

Source: ADB Statistics Department, Economic and Social Statistics Division

- Magnitude zero
n.a. Not applicable
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Finance sector projects received the  2005.The 2006 approvals were more than
second largest share of loan and grant  double the 2005 levels, owing to a large
approvals—UA 495.1 million (21.5per-  single loan of UA 338.0 million accorded
cent) for 4 operations—compared with o Egypt in support of its financial secter
UA 2186 million for 4 operations in  reform program (See Box 5.2).

Box 5.1: Classified Road

Netwark Development
Project (Phase l1), Tunisia

Background

The Tunisia Classified Road MNetwark
Develepment Project {Phase I{) was approved
on June 9, 1999, and was completed on
December 31, 2003. The project was cofi-
nanced by the Bank Group—with a net loan
of UA 85.4 million—and the governmant of
Tunisia.

QOutcomes
981 kilometers of roads upgraded in 21 dis-
tricts in Tunisia.

Impact

The project contributed to job creaticn and to
private sector growth by expanding marketing
of agricultural produce in areas where the new
roads were built. It improved access 1o riral
areas and to the canning and cfothes manu-
facturing industries.

Remarks

Project design and implementation were highly
satisfactory, with strong commitments from the
government and the executing agency. AfDB
supervision missions were regular and respons-
es to identified prablems were prompt.
Menitoring and evaluation activities were car-
ried out regularly, including preparation of the
Bank's Project Completion Report.

Bacause of the remarkable success of this
project, a follow-up project (Phase 11I)
invalving the upgrading of 1,025 kilometers of
road, at a cost of about UA 113.6

million (U$$150.0 million), is currently under
implementation, and Phase IV,

which involves 1,256 kilometers of road at a

[
Box 5.2: The Financial Sector Reform Program {FSRP), EG‘YPT

in 2006, the Boards approved US$500.0 million to finance a public sector pregram in Egypt. This is the
largest single loan ever approved by the AfDB since its inception. J

Objectives: The loan will (i) allow Egypt to develop an enabling environment for financial intermedia-
tion, resource mobilization, and risk management; (i} increase private sector participation in the provi-
sion of financia! services; (iii) support policy reforms to strengthen the domestic banking system and
develop contractual savings system, and; (iv) strengthen the regulatory and supervisory framework for
bank and non-bank financial institutions.

Amount: UA 338.0 million (U5$500.0 million} in the form of a development budget support loan 10 the
government of Egypt.

Project Period: September 2006 — 2008.

Expected Qutcomes
Long-Term: Increase the contribution cf the financial sector to the GDP.

Medium Term: Reduce the market share of deposits of staie—owned banks from 58 percent to 48
percent by end—2007; consolidate the banking sector, with the number of banks reduced f-om 57 to 35
by end —2007; increase the market share of private sector banks by at least 60 percent by end-2008;
reduce the ratio of non-performing loans to total loans by 50 percent by end 2008; reduce the market
share of state-owned insurance companies to less than 30 percent by end-2008; and incraase capitaliza-
tion of the bond market by 20 percent by end-2008.

Target Group: National population

Cofinanciers

cost of about UA 133.3 million Government of Egypt UA 4.39 billion
{US$200.0 million) has been launched. USAID - ua 8112 million
World Bank - UA 338.0 million
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Multisector activities received the third
largest share of loan and grant approv-
als—UA 414.3 million for 24 operations—
compared with UA 264.4 million for 11
operations in 2005. This 56.7 percent rise
over 2005 allocations, and the substan-
tial increase in the number of multisector
activities is attributable to the Bank Group's
new focus on sector rehabilitation and
institutional support for capacity building,
public sector management, private sector
development, and good governance opera-
tions in RMCs.

Figure 5.3 presents the subsectoral break-
down of approved funding for multi-sector
operations: Public sector management was
allocated UA 138.2 million; budget sup-
port UA 115.0 million; governance UA
47.0 million; institutional support UA 10.5
million; and other multisector operations
UA 103.6 million.

Social sector approvals also increased
in volume and size, from UA 233.7 million
for 27 operations in 2005 to UA 244.3
million for 16 operations in 2006—a 4.5
percent increase. Approvals for the sec-
tor represented 10.6 percent of loan and
grant approvals. In terms of subsectoral
breakdawn, UA 80 million of the approved
funding for the sector was allocated for 3
health projects (32.8 percent); UA 65.0
million for 4 education projects (26.6 per-
cent); and UA 99.3 million (40.7 percent)
for 9 other projects (social sector related
operations, including gender equity, popu-
lation and nutrition, as well as income
generating activities). (See Figure 5.4).

Sacial sector projecis and programs funded
by the Bank Group have a positive impact
on the economies of RMCs. Box 5.3 pro-
files a successful Bank-financed education
project in Mali,
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Figure 5.3: Sub-Sectoral Distribution of Approval Financing Amount

for the Multi-Sector, 2006

GOthers 25.0%

- Budget Support 27.8%

Institutional Support 2.5%

Governance 11.3%.":_

Public Sector kg'1 33.4%

Figure 5.4: Sub-Sectoral Distribution of Appraval Financing Amount
for the Social Sector, 2006

- Educatien 26.6%

Orhers 40.7%

Health 32.8%

Box 5.3: The Education !l Project i'n EN _

Background: The project was approved on November 20, 1997, and signed on Jecerber 17, 1997. The loan became
effective an April 12, 1999, for an initial S-year peried. The project achieved a ptysical implementation rate of 99.5
percent at a project cosi of UA 11.1 million, with a 10 parcent (UA 1.1 million) counterpart contribution from the
Government of Mali. The dishursement rate was about 95 percent.

Outcomes: Construction and provision of equipment for 2 teacher-training institutes, 14 pedagegic centars in 3
regions, and 9 women’s training centers. Construction of 3 vocational training centers. Rehabilitatien and provision
of equipment for 4 offices of the National Girls Enralment Unit.

Impact: The praject contributed to the development of vocational technical education in Mali. Youths were trained in
different trades and were awarded certificates after the training. The women's tra ning centers offered vocational train-
ing for girls and Jiterate women,

General Remarks: Because of the resounding success of the project, communities that do not have women's training
centers have requested that such facilities, which contribute to women's empowerment, be extended to them.
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The Social Development Fund Project in Djibouti (Box 5.4} is another example of a successful operation financed by the Bank Group.

Box 5.4: The Social Development Fund Project in Djibouti

Background: The project was approved on fuly 8, 1998, and started an the same day. Total project cast at project completion stood at UA
7.3 million (UA 6.5 million from ADF resources, and UA 0.7 million from the government of Djibouti).

Qutcomes: l Community pharmacisis were provided with essential drugs worth US$550,000. Health posts serving over 30,0000 inhabitants

! in the northern region of the country were rehabilitatec, as were 7 kilometers of the water supply system. Over 1,200 women
(in 16 groups) were trained in micro-finance, and 16 Projact Partner Assodiations were formed. School supplies and equipment
J were provided for 7 primary schools with 850 pupils.

Impact: The project promoted income-generating activities for 3,168 women, beneficiaries of the 16 micro-credit institutons estab-
lished under the project. Overall, the project improved the socio-ecenamic canditions of the beneficiary groups.

General Remarks: Three of the winners of the Head of State's prize for women entrepreneurs for 2006 were members of the 16 Project Partner
Assodiations.
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Agriculture and rural development
was allocated UA 240.7 million (10.4 per-
cent of the total) for 36 operations UA 9.6
million more than the UA 231.1 million
allocated for 21 operations in 2005. The
modest increase in Bank Group approvals
for the social and agriculture sectors in
2006, compared with approvals in 2005,
reflects a major shift in the distribution of
the Bank's resources and a sharper focus
on infrastructure financing and multisector
activities in RMCs. Box 5.5 presents an
overview of a successful Bank-financed
agricultural project in Uganda.

Approvals for the industry, mining, and
quarrying sector rose to UA 55.9 million
{2.4 percent of approvals) for 2 private-
sector-led operations, up from UA 34.0
million for ane operation in 2005 {(see
Table 5.2).

Cumulative Loan and Grant
Approvals by Sector and hy
Subregion

from 1967 to 2006, the Bank Group
approved 3,102 loans and grants amount-
ing to UA 39.00 billion, including UA
2.11 billion in grants. The ADB window
accounted for 57.2 percent of operations,
the ADF window, 42.0 percent; and NTF
resources, 0.8 percent. Figures 5.5 and 5.6
present cumulative approvals by sector and
by subregion, respectively,
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Box 5.5: Area-based Agricultural Modernization Project, Uganda

The Area-based Agricultural Modernization Project was approved on Septamber
13, 2000, and started on November 1, 2003. The cost of the project was UA
22 4 million, with the Bank Group providing ar ADF loan of UA 9.7 million; the
International Fund for Agricultural Developmens, a loan of UA 9.6 million; and
the government of Uganda and beneficizries contributing UA 3.1 million.

Background:

Outcomes: | As at June 2006, about 67.2 percent of the 707 kilometers of road slated for
i‘ rehabilitation had been completed, with the rast expected to be completed in
December 20086,

The project has contribued significantly to poverty reduction in rural areas by
improving accessibility to markets, revamping rural economies, and increasing
household incomes in rural areas.

Impact:

General
Remarks:

Because of the success of the project, the gove nament is considering extending
or replicating the program in other regions to consclidate project achievements.

-
Figure 5.5: Cumulative Bank Group Loan and

Sector, 1967-2006
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Figure 5.6: Cumulative Bank Group Loan and
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Private Sector Development

The Bank Group stepped up action in
2006 to strengthen the private sector's
capacity to support broad-hased econom-
ic growth leading to poverty reduction.
Indeed, approvals for the private sectar,
including private loan guarantees, surged
to UA 278.5 million for 8 operations, from
UA 180.1 million in 2005. This significant
54.6 percent increase is attributable to
the substantial 35.3 percent rise in private
non-publicly guaranteed loans—fram UA
138.1 million in 2005 to UA 269.7 million
(25.8 percent of ADB approvals) in 2006
(see Table 5.1). Other initiatives to support
the creation of an enabling environment
for private sector development in RMCs
include the development of programs to
ease SME access to investment financing;
continuation of efforts to taunch the Bank's
second Africa Women in Business Program
in Camerocn; the preparation of a private
sector country praofile for South Africa; and
the establishment of a task force to pre-
pare the Bank Group’s Assistance Strateqy
for Subregional Development Finance
Institutions.

Crosscutting Activities
In line with directives from its stakehold-

harassment policy; the integration of gen-
der analysis into programming tools; and
improved gender analysis in RB CSP docu-
ments. The review also identified areas that
require further action: scaling up the devel-
opment of gender mainstreaming tools;
putting in place a process to ensure staff
accountability in gender mainstreaming
at all levels; and ensuring gender-sensitive
compliance.

In 2006 as well, guidelines for mainstream-
ing gender into the education and agricul-
ture and rural development sectors were
completed. The gender profile for Namibia
was finafized, and that of Angola should
be completed in 2007. Table 5.3 shows
the status of gender profiles for other
RMCs. Overall, a large majority of Bank
Group projects approved in 2006 sought
to promote women's economic power and
opportunities by ensuring the participation
of women in development activities.

Environmental Management
Because of growing concerns about ciimate
change, in 2006 the Bank Group introduced

Bank Group Operations Chapter D05

innovative operational measures 1o main-
stream environmental and social issues
into its policy dialogue and project cycle
activities and to consolidate its operations
in the environmental and natural resources
sectors. Spedifically, environmental man-
agement issues featured prominently in
policy dialogue during the preparation
of Results-based Country Strategy Papers
(RB-CSPs) for Egypt, Ethiopia, Eritrea,
Gabon, Morocco, and Tunisia. Within the
framework of the Paris Declaration on
Aid Effectiveness, the AfDB participated
in the preparation of Equivalence Studies
on Environmental Impact Assessments and
applied the assessment to the country sys-
tems process in Ghana and Uganda.

Other environmental management activi-
ties undertaken during 2006 include the
streamlining of the ESAP and the esiab-
lishment of an institutional Joint-Initiative
between GTZ and the AfDB in the Maghreb
countries and Mauritania for effective
implementation of the ESAP; the review
of Environmental and Social Guidelines on
Lines of Credit to Financial Intermediaries,

Table 5.3: RMC Gender Profiles—Developed and Planned

ers, the Bank Group put a high premium Gender Gender profile - Gender Gender profiles
on mainstreaming crosscutting issues such profiles developed but not profiles developed during ADF-X
as gender equity, particularly through the developed in submitted to the planned for (2005 to date)

2006 Board 2007

socio-economic empowerment of women;
environmental protection, and good gov-
ernance.

Nzmibia
July 2006

Ghana Country Gender Guinea Bissau
Profile is being final- Equatarial
ized for submission to Guinea

Country Gender profiles
developed and submitted to
the Board in 2004: Ethiopia,

Gender Mainstreaming Activities the Board in 2007 Cape-Verde Mozambique, Tanizania, Niger,
In 2006, the Bank Group conducted the siera Leane, and Liganda
mid-term review of its Gender Plan of Angola Swaziland Country Gender profiles
Action to determine progress, gaps, chal- completed in Rwanda developed and suoimited lo
lenges, and the way forward. The review November 2006 ;2:26 t:ioﬁﬁgriéz zzg?j;igﬂalaw"
highlighted areas where gender-main- 50u¥h Aica *

streaming actions have been taken, and
where gender perspectives have been
incorporated into the Bank's major the-
matic and sector policies. These include
the micro-credit policy; human resource
management policies, notably a sexual

Angola and Nam bia Country
Gender Profiles developed
and submitted to the Board
in November & July 2008,
respectively
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and the preparation of handbooks on Rain
Water Harvesting and Wetlands, with support
from the Multi-Donors” Water Partnership
Program, Strengthening the capacity of key
staff responsible for environmental issues
was made a requirement for the approval of
lines of credit to commercial banks.

Five Strategic Environmental and Social
Assessment studies were also undertaken
during the preparation of multinational
and national operations in 2006. These
studies aimed to ensure that environmen-
tal considerations are fully addressed in
the programming and project processing
aycles. In line with the requirements of the
Extractive Industries Review, appraisals of
large-scale mining projects approved in
2006 included robust community devel-
opment action plans. As well, the Bank
Group participated in the preparation of
the Strategic investment Program (SIP) of
TerrAfrica, a multi-partner platform estab-
lished to scale-up the mainstreaming and
financing of country-driven sustainable
land management approaches.

Promotion of Good Governance

in line with its mandate under NEPAD,
the Bank Group plays a leader role in
promoting good banking and financial
governance in Africa. The Bank’s guiding
principle is a zero-tolerance policy on fraud
and corruption, whether perpetrated by
Bank staff or occurring in connection with

projects, programs, and equity financed
by the Bank Group. To this end, in 2006
the Bank Group adopted a proposal to
"Establish an Anti-corruption and Fraud
Investigation Function” as a core part of its
policy on good governance. As well, a new
Anti-corruption and fraud Division was
set up in the Office of the Auditor-General
to handle all matters relating to corrup-
tion and fraud, and a new department in
charge of governance was created under
the new organizational structure.

As part of the implementation of the
Bank's good governance practices, man-
agement prepared and submitted updated
“Guidelines for Financial Management and
Financial Analysis” of projects for approval
by the Boards. When approved in 2007,
these guidelines will help improve the
efficiency of Bank activities in support of
best practices on financial governance of
projectsfprograms. The guidelines will also
enhance the Bank’s contribution to RMCs'
efforts to ensure better project design,
delivery, and impact.

Building a sound governance environment
that supports reforms and private sector
development remains at the heart of the
Bank's strategy in its RMCs. To support the
African Peer Review Mechanism, the Bank
Group implemented @ Country Governance
Profiles {CGPs) in 2005, submitted 3 CGPs
to the Board in 2006, and has 9 other

Table 5.4: Status of Country Governance Profiles

CGP submitted to the
Board in 2006

Lesotho The Gambia

Zambia Nigeria

Maozambigque Botswana
Sao Tome
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CGP completed in 2006, but not
yet submitted to the Board

CGP planned for 2007

Rwanda
Namibia
Sierra Leona
Ghana
Togo
Angola
Burundi
Niger
Morocco
Camesoon

CGPs in the pipeline for approval in 2007,
as highlighted in Table 5.4.

Compliance Review and
Mediation Unit

The Compliance Review and Mediation
Unit (CRMU) is the focal point of the
Independent Review Mechanism (IRM) of
the A{DB.

The IRM, which came into force in 2006
was established to allow people adversely
affected by a Bank-financed project to
(i} request the Bank Group to undertake
a complianc2 review to verify the Bank's
complience with its own policies and pro-
cedures; or {ii) to engage in 3 mediation
exercise with the affected people. Major
achievements in this area in 2006 included
(i) the appointment of the director and sec-
retarial staff for CRMU, (ii) the launching of
the IRM website, which is integrated with
the Bank Group’s main website; {iii) the
production of a brochure for people living
in areas where the Bank Group is financ-
ing projects, and the wide distribution of
this brachure to field offices, Cperations
Complexes, and NGOs; and (iv) discussions
with NGOs with special interest in the
accountabilizy of MDBs.

At a seminar organized on November
21, 2006, in Tunis, representatives of the
World Bank's Inspection Panel, the Asian
Development Bank's Compliance Review
Panel, and the Bank Group presented sam-
ples of past cases investigated by these
institutions. The seminar was attended by
about 40 participants. The Bank Group also
participated in the meeting on Accourtability
and Recourse Mechanisms of International
Financial Institutions in Montreal, Canada,
from May 18 to 19, 2006. As well, during
the year, the Director of CRMU undertook
a fact-finding visit to strengthen partner-
ship with thi World Bank’s Inspection Panel
and the International Finance Corporation’s
Compliance Adviser/Ombudsman.
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Operations

The ADB window is the Bank Group's non-
concessional lending arm, through which it
supports development activities in 13 cred-
itworthy RMCs and in 2 blend countries.
The latter, Nigeria and Zimbabwe, are also
eligible for concessional financing from the
ADF window. Specifically, the ADB mobi-

lizes financial resources from international
capital markets to finance key operations
and viable private sector activities in eligi-
ble RMCs. Through its Special Relief fund
{SRF), it provides emergency assistance to
RMCs that are in post-confiict situations or
are affected by natural disasters and major
external shocks.

Approvals for ADB operations increased
significantly in 20086, rising 20.9 percent—

Table 5.5: ADB Approvals by Financing Instrument, 2004-2006
{in millions of UA)

Financing tnstrument

Project Lending
Public and Publicly -Guaranteed
Project Loans
Sector Investment and Rehabilitation
Lines of Credit
Private Non-Fublicly Guaranteed
Project Loans
Lines of Credit
Policy-Based Lending
Sector Adjustment
Structural Adjustment
Grants
Technical Assistance
Preject Cycle Activities
Institutional Support
of which Private Sector
Micdle Income Countries Grant
Special Relief Fund
Emergency Assistance
Emergency Pos: Conflict
Debt and Debt Service Reduction
SFM Debs Allevition
HIPC Debt Relief
Equity Participation
Public Equity
Private Equity
Guarantees
Public Guarantees
Private Guarantees
Loan Reallocations
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243.03 16.0 2118
12.81 0.8 1| 1378
161.17 10.6 4 | 13801
- . 2 0 6432
161.17 10.6 2 | 7378
388.74 5.6 2 141.73
207.75 13.7 1. 4997
180.99 1.9 | 1 9276
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Source: ADB Statistics Department, Economic and Social Statistics Division
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from UA 868.7 million in 2005 to UA 1.05
billion in 2006. This pronounced increase
was mainly driven by the Financial Sector
Reform Program for Egypt (UA 338.0
million), the biggest project approved by
the Bank Group since its inception. It
was also due, in par, to the sharp rise in
policy-based lending and in private sector
operations. Table 5.5 shows that approvals
in 2006 were for 13 project lending opera-
tions (UA 926.2 million); 4 technical assist-
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ance grants {UA 2.4 million}; 17 emergency
assistance grants under the Special Relief
Fund (UA 5.8 million); 3 debt relief opera-
tions under the enhanced HIPC Initiative
{UA 102.2 million}; and 1 private quaran-
tee (UA 8.8 million). Technical assistance
grants, provided under the Middle Income
Countries {MIC) Facility, support project
cycle and institutional activities in benefici-
ary RMCs. This is the first time that this
new financing instrument is being used
by the ADB window to provide assistance
to RMCs.

In terms of sectoral distribution, the top
3 sectors received maore than 84 percent
of loans and granis; Finance received the
largest share {53.0 percent), followed by

infrastructure {(23.9 percent); and multisec-
tor (7.8 percent). The distribution for the
remaining sectors ranged from 6.6 percent
for the social sector to 2.7 percent for agri-
culture and rural development (see Table
5.6). The dominance of finance, infrastruc-
ture, and multisector operations reflects a
higher demand for financing in the areas
of financial secior reform, infrastructure
development, and public sector manage-
ment to spur growth in RMCs,

Public Sector Operations

Public sector operations—comprising all
project loans and grants—and other
approvals {(excluding private sector oper-
ations} continued to play a dominant
role in ADB operations in 2006. In

Table 5.6: ADB Approvals by Sector, 2004-2006
{in millions of UA)

Agriculture and Rural Development 2
Social 4
Infrastructure 4
Water Supply and Sanitation i
Power Supply
Communication
Transport
Financa
Muitisector 3
Industry, mining and quarrying
Urban Development
Environment

mm-m-m

Other Approvals
HIPC Debt Relief
Equity Participation
Guarantees

429.28 53.1
56.51 7.0
372.76 46.1
173.98 215
181.08 224

710.97 5 118.00
70277 n.a. 3 75.99
2 n.a. 1 3511

1 6.90

total, UA 664.7 million was approved
for 28 projects and programs (repre-
senting 71.1 percent of approvals for
operations). The public sector opera-
tions comprised 2 policy-based loans
amounting to UA 411.2 million, or 44
percent of all loan and grant approv-
als during the year (see Table 5.5). The
dominance of policy-based operations,
lines of credit, and project loans—99
percent of approvals—reftect their role
as the main financing instrument used to
support the implementation of govern-
ment econcmic reform policies and to
create the physical, finandial, and social
infrastructure necessary for sustainable
development and poverty reduction,

4 110.96
n.a. 3 102.21 n.a.
n.a. - - n.a.
8.75

T NI ) T N MY Y Y ] T

Source : ADB Statistics Department, Economic and Social Statistics Division

- Magnitude zero
n.a. Not applicable
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Under the ADB window, 17 emergency

Figure 5.7: ADB Public Sector Approvals, 2006 assistance grants were also approved to
support RMCs affected by drought; prevent

and combat the avian influenza; and fight

Eqypt the cholera epidemic. In addition, debt
Y relief (amounting to UA 102.2 million)
was approved for Cameroon, Congo and

(in millions of UA)

Morocco Malawi. Figure 5.7 presents ADB public

sector approvals by country.
Tunisia
Private Sector Operations
Multinational ln 2008, the ADB approved 7 private sec-

tor operations: 4 project loans, 3 lines of

Other credit, and 1 private guarantee aimed at

Countries* . \ . .
supporting the financial sector (see Figure

0 50 100 150 200 250 300 350 400 450 58)

*For Emergency Reliefl operations in Djibouti, Egypt, Ethiopia, Sudan, Tanzania, Nigeria, Kenya, Somalia,
Guinea-Bissau and HIPC Debt Relief in Malawi, Congo and Cameroon

The 4 loans were for Cut Flowers
: {Swaziland), Kwale Mineral Sands (Kenya),
Figure 5.8: ADB Private Sector Approvals, 2002-2006 Lumwana Copper Mining Company Ltd
(in mitlions of UA} {Zambia), and AES-SONEL S.A. (Camergon).
The 3 lines of credit were extended to

Access and Zenith Banks in Nigeria; and

300 1 DBSA, South Africa and the private guar-
antee to the Growth-Oriented Women's
Enterprises  Development  Program

200 — (Cameroon). Most importantly, the upward
150 A i ‘ wend in the average size of projects con-
tinued, with approvals rising from UA 31
100 7 million per project in 2005 to UA 35 mil-
50 - lion in 2006.
o T T T T

2002 2003 2004 2005 2006

250

B Loans O Equity Investment B Guarantee '
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Cumulative ADB Loan and Grant
Approvals by Sector and by
Subregion

From 1967 to 2006, the ADB approved 965
loans and grants amounting to UA 22.30
hillion. These include 78 non-publicly guar-
anteed private sector operations for UA
1.44 billion. Figure 5.9 presents the se¢-
toral distribution of cumulative approvals,
with infrastructure, including transport,
power supply, communication and water
accounting for the largest share, 38.5
percent; followed by finance, 22.6 percent;
multisector, 13.8 percent; and agriculture,
11.8 percent. Industry and the social sector
received 8.1 and 5.2 percent, respectively.

In terms of subregional distribution of
cumulative approvals, North  Africa
received the largest share, 53.3 percent,
well above the combined share of West
Africa, Southern Africa, Central Africa and
East Africa, which stood at 44.5 percent.
Multiregional projects received only 2.2
percent (see Figure 5.10).

Profiles of projects and programs approved

under the ADB window in 2006 are pre-
sented below.
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Figure 5.9: Cumulative ADB Loan and Grant Approvals by Sector,

1967-2006
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Profiles of ADB Approved Projects and Programs in 2006
{in millions of UA)

I TN N
Agriculture & Rural Development |

Djibouti Humanitarian Emergency Assistance for Prevention of Avian Flu N.A. 0.33
Assistance to support the preparatory phases of the animal and human health components, ensure coordi-
nation and integrated management of eperations at the national level; put in place a disease surveiltance
and early warning system, and; strengthen the analytical capacities of national labaratories by providing
essential medication and equipment, and training human resources,

Egypt Emergency Assistance to Support Government initiatives on Combating Avian Influenza M.A. 034
Support to strengthen national capacity to maintain functional laboratories and 1o prepare long-term plans
and programs for bio-containment and control of the spread of the disease. The 2 main components are
human and animal health.

Ethiopia Humanitarian Emergency Assistance to the 2006 Drought-affected Communities N.A. 0.34
Assistance aimed at providing emergency water and sanitation supplies to the Somali znd Oromia regions
of southeastern Ethiopia. The primary beneficiaries are schools and health facilities serving populations
affected by the growing drought.

Kenya Humanitarian Emergency Assistance to the 2006 Drought-Affected Communities NA. 0.35
Assistance to alleviate the suffering of drought victims in Kenya. The relief food assistance targets vulnes-
able individuals and households, including school chifdren, with the primary objective of saving iives and
preserving livelihoods.

Nigeria Emergency Assistance to Support Government Initiatives on Combating Avian influenza N.A. 0.35
Suppart for the fight against avian influenza in Nigeria, The assistance aims to strengthen national capacity
to maintain functional laboratories and to prepare long-term plans and programs to contain and control
the spread of the pandemic.

Sudan Emergency Assistance to Support Government inftiatives on Preparedness to Combat N.A. 0.33
Avian Influenza in 2006
Assistance to strengthen Sudan’s capacity to combat avian influenza. The assistance aims te strengthen
nationa! capacity to maintain functional laboratories and to prepare long-term plans and programs to con-
tain and control any outbreak of the pandemic. The 2 main componenits are human and animal health.

Swaziland Cut Flower* 11.00 5.50

Objective: Enhance agricuitural output and outgrowers’ incomes, and generate foreign exchange. The

project involves {i) establishing a 20-ha greenhouse for the cultivation of roses; (i) building a shade house

for autgrower farmers to cultivate supplementary plants; (iii) constructing a 50 m x 4.5 m service building

10 hause a flawer grading hall, cold store, dispatch room, and administration black; and (iv) providing a

staff welfare building,

Expected outcomes: Cultivation of roses and supplementary crops on 40 ha of land; emergence of

outgrower {armers capable of sustaining agricuitural production; increased expont trade in agricultural

commodities.Cofinanciers: German Finance Company for Invesiment in Developing Countries (DEG):

UA 5.50 million.

Tanzania Humanitarian Emergency Assistance to the 2006 Drought-Affected Communities N.A, 034
Support to assist vulnerable individuals and househalds, including schood children, with the abjective of
saving lives and preserving liveliboods. The Bank's contribution will be used to buy abaut 1000 MT of
cereals.

Tunisia integrated Agricultural Development 27.28 14.73
Objective: Promote sustainable agricultural development by strengthening rural infrastructure, develop-
ing participatory agriculture, and strengthening the capacity of administrative services and of beneficiary
organizations. The project involves building access roads, laying down water supply netwosks, creating
irrigated perimeters, constructing soil and water preservation works and forestry works,
Expected outcomes: Increased production of market garden produce, fruits, meat and milk and
strengthened management of natural resources.
Cofinanciers: Government (UA 6.35 million); Beneficiaries (UA 6.06 millian}; Micro Credit Associations
(UA 9.16 million).

® Private Sector pperation
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Multinational Humanitarian Emergency Assistance to Support Government Initiatives on Preparedness
to Combat Avian Influenza far one Affected Country (Niger) and & Countries at High Risk
(Benin, Burkina Faso, Cameroon, Chad, Ghana and Togo)
Support for (1} preparation of a Bird Fiu Emergency Plan and enhancement of preparedness to combat the
avian flu in the event of an outbreak in the 7 countries; {2) strengthening national ¢apacity to maintain
functional iaborataries and prepare long-term plans and programs to contain and control the spread of
the pandemic in case of an outbreak. Grant amount for each country: UA 0.34 millien.

Multinational Humanitarian Emergency Assistance to Support Government Initiatives on Preparedness to N.A 0.34
Combat Avian Influenza -Mali and Céte d'ivoire
Support to strengthen national capacities by providing functional laboratories and preparing larg-term
plans to contain and control the spread of the pandemic in the event of an outbreak. The 2 main
companents are animal and human health.

{ FINANCE

Egypt Financial Sector Reform Program 5.877.88 337.98
Objective: Develop an efficient, competitive, and market-based financial system to better serve Egypt's
davelopment and growih objectives. The program will enhance efficiency in financial intermediation and
risk management; ang build safe and sound banking and non-banking financial sectors through compre-
hensive structural and financial reforms that will accelerate economic growth and development.
Expected outcomes: Strengthened private sector ownership and financial sector contrel; improved effi-
ciency in financial sector intermediation and in the performance of the banking system; enhanced growth
and efficiency in the insurance sector; and deepened capital market. Egypt positioned as a financial hub
within the MENA region.

Cofinanciers: USAID (UA 811.16 million); World Bank {UA 337.98 million); Government {UA 4.39
billion)

Nigeria Line of Credit to Access Bank PLC* N.A. 3.1
Objective: Improve supply of long term fareign exchange currency lending to Nigerian corporzte and
SMEs clients, primarily in the infrastructure sector, by developing the domestic financial sector and capital
markets. Improve competitiveness and operational efficiency.
Expected outcomes: Increase in Access Bank's term iending portfolio to term loans in USD from 13%
0 18%. Access Bank's market share increased from 6% to 10% by 2008.
Cofinanciers: None

Nigeria Second Line of Credit to Zenith Bank PLC* N.A. 66.32
Objective: increase Zenith Bank's term lending portfolio to term loans in USD from 0% to 10% portfolio.
Impiove the availability of medium and long term funding in foreign currency to finance SME development,
strengthen the focal capital markets.
Expected outcomes: Bank’s portfolio of term laans increases by 6% in 2006, The Lire of credit will be
utilized to finance infrastructure projects, corporate and SMEs in the agribusiness, energy, telecommunica-
tions manufacturing and extractive industries.
Cofinanciers: None

Multinational SADC-Regional infrastructure Development Facility to the Development Bank of Southern NA. 67.60
Africa Limited (DBSA)*
Objective: Increase support for the development and expansion of infrastructure and related develop-
ment projects.
Expected outcomes: US$100 million and tachrical assistance grant of USS1 million made available
ta infrastructure development enterprises in SADC and for capacity buitding at sub-project level, respec-
tively.
Caofinanciers: None

* Private Sectos operation
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Kenya

Zambia

Kwale Mineral Sands*

Objective: Develop large-scale mining production and export of titanium minerals, The project involves
dry mining and processing of titanium-bearings sand for production and sate of ilmenite, rutite and zircon,
FOB from Likoni Port, Mombassa.

Expected outcomes: Increase in government fiscal revenue, and in Kenya Power & Lighting Corporation
and Kenya Part Authority revenues; Creation of indirect and direct business and job opportunities for
women. Rehabilitation of mine site.

Cofinanciers: Standard Chartered Bank (UA 27.04 million); WesilB (UA 18.25 million); Caterpillar
Finance Bank {UA 8.79 million).

tumwana Copper-Lumwana Mining Company Ltd*.

Chjective: Develop large-scale mining and export of copper. The project involves the development of an
opencast mine; and the censtruction of a copper concentrate processing plant, a transmission line from
Sohwezi to Lumwana, water dam and tailings storage {acilities, and associated infrasiructure,

Expected outcomes: Increase in government revenue, and in Zambia Electricity Supply Corporation
annual revenue; creation of direct and indirect business and job egportunities for women. New town
developed and mine site rehabilitated.

Cofinanciers: ECA (ECIC) (UA 58.45 million); Commercial Banks (UA 54.42 million); Harmes (UA 36.36
million}; EFIC (UA 28.89 million); EIB (UA 14.54 million); EIB/KIW {UA 14.54 million}; FMO {UA 10.91
millian); DEG (UA 10.91 million}; OPEC (UA 7.27 million).

81.12

265.18

27.04

28.89

{ MULTISECTOR

Morocco

Public Administration Reform Support Program - Phase il (PARSP If)

Objective: Improve government efficiency in budget and human resource management; and contain the
public wage bill.

Expected outcomes: improved business envirenment; budget deficit significantly reduced from 5.7% of
GDP in 2005 to 3.7% in 2007; wage &ill reduced from 12.8% in 2004 0 11.5% in 2008 and recurrent
expenditure from 23% in 2003 to 22.6% in 2007,

Cofinanciers: World Bank (WA 84,92 million); European Union (UA 15.93 miltion).

N.A

73.20

POWER SUPPLY

Cameroon

AES-SONEL 5.A.-Post-Privatization Investment Program for 2005-2009*

Objective: Improve service quality; satisfy evisting and potentia) demand in the tencession area; resuce
operating costs, prepare the company for separation of its assets and increase production supply by diver-
sifying facilities. The program includes dam safety, investments in generation, transmission, distribution,
and in other projects.

Expected outcomes; Network losses reduced from 29.3% in 2004 to 15% by 2021; Rate of non-
distributed energy improved frem 5.1% in 2004 10 0.4 % in 2021; diversification of production facilities
improved by raising thermal power from 5% of energy produced in 2005 to 38%in 2021; recovery rate
improved from 86.1% in 2004 to 90%by 2009; 50 000 customers cannected per year,

Cofinanciers: International Finance Corporation (UA 46.87 million}, Proparco (UA 12,78 million), DEG

166.17

5113

(UA 8.52 million), E1B {UA 46.87 million).

SOCIAL

Eaypt

Gurinea
Bissau

* Private Sector tperation

Social Fund for Development of Micro & Small Enterprises Support

Objective: Create sustainable jobs and increase income-generating oppartunities for the working poor,
The preject inchudes a fine of credit 1o provide loans to commerciatly viable micro- and small enterprises
(MSEs) and technical assistance to develop and enhance key business skills in MSEs.

Expected outcomes: Creation of a business and regulatory framewark that is conducive for MSE growth
and development; improved institutional capacity of SFD and financial intesmediaries for MSE financing;
increase in number of MSEs with access to financing from 10 % to at least 35 % in 2011.
Cofinanciers; Government (UA 0.04 million).

Humanitarian Emergency Assistance to Fight Against the Cholera Epidemic

Assistance to improve early response 10 cases and develop health prevention and promation activities.
The assistance comprised 2 components: strengthening technical and material capacities for rapid treat-
ment of cases and social mobilization, and raising the awareness of populations to control the spread of
the epidemic.

59.67

NA.

59.03 0.60

0.35
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Morocco Technical Assistance, for the « Caisse Nationale des Crganismes de Prévoyance

Sociale » (CNOPS)

Objective: Implement a global communications strategy aimed at public sector policyholders and public
| authorities involved in Compulsory health Insurance {CHf) implementation and institute a modern and
efficient CHF management system within CNOPS.

Expected outcomes: Healthcare providers, beneficiaries, and public authorities informed of the law
instituting CH1 and of the rights and obligations of stakeholders in the process; and efficient management
of CHI services by CNOPS.

Cofinanciers: Government {(UA 0.17 million)

Morocco Technical Assistance. for the "Heaith Insurance” (ANAM) 083 0.60
Objective: Set up a global information system allowing standardization of the information generated
through the management of the different health insurance schemes and production of reliable financial
and operations statistics for all the actors of the system.
Expected outcomes: Effactive establishment of a global infarmation system, standardization of informa-
tion, and production of refiable financial and cperation statistics on a regular basis.
Cofinanciers: Government {UA 0.23 million).

Somalia Emergency Food Assistance for the Benefit of Somalia Communities Affected by the 2006 N.A. 0.35
Drought
Assistance to help alleviate the suffering of drought victims in Somalia. The relief food assistance targeted
vulnerable individuals and households with the primary objective of saving tives and preserving livelihoods,
and was distributed through programming categories such as food security, health and nutrition.

TRANSPORTATION :

Egypt Technical Assistance for the Sohag-Hurghada Road Study 0.67 0.60
Objective: Determine the best sacial, technical, environmental, cost-effective option in upgrading the
existing desert road to a paved road {260 km). The project will undertake an economic feasibility study;
prepare preliminary engineering designs, environmental impact assessment and socio-economic studies
for the entire road as well as detailed engineering designs, cost estimates and tender documents for the
2 roads.
Expected outcomes: Preliminary engineering and feasibility reports completed; detailed engiteering
reports completed; tender documents prepared.
Cofinanciers: Government {UA 0.07 million}.

Morocco Construction of Marrakech-Agadir Motorway 589.09 101.92
Objective; Help build transpartation capacity between Marrakech and Agadir and imprave the living
conditions of communities in the project area through the development of productive activities, Reduce
vehicle operation costs and improve transpartation safety. The project comprises the construction of 233.5
km of motorway {consisting of two 7 m-wide carriageways, a 2.5 emergency lane, a 1-metre bern, 2 5 m
central reserve and two m shoulders) linking Marrakech 10 Agadir,.

Expected outcomes; Decrease in vehicle operating costs and in travel time between Marrakech and
Agadir; improved road safety between Marrakech and Agadir; creation of employment (2000 temporary
jobs along the moterway project during the waorks phase and, thereafter, about 250 more sustainable
jobs).

Cofinanciers: [sDB (UA 73.27 million); AFESD (UA 137.95 mitlion); JBIC {UA 104.61 million); KFAED (UA
34.49 million); ADM (UA 132.85 million).

WATER SUPPLY & SANITATION

Morocco Ninth Drinking Water Supply & Sanitation Project 104.20 69.61
Objective: Sustainably improve rural water supply, notably in the provinces of Kénitra, Chefchaouen,
Settat and Azilal; improve waste water management in the province of Khouribga, The preject will focus
on improving access to drinking water for rural populations, drinking water distribution, and gray water
management in rural areas; waste water treatment in Khouribga, Oued Zem, and Boujaad, and technical
assistance and suppent for project implementation.
Expected outcomes: Over 350,000 inhabitants in the provinces concerned have access to drinking
water supply, and management of their waste waier improved; collection and treatment of waste water
discharged by an estimated urban population of 300 000 inhabitants.
Cofinanciers: ONEP and beneficiary Coundils (UA 34.59 millign}.

* Private Sector operaticn
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Cameroon

Congo

Republic

Malawi

Cameroon

* Private Sector operaticn

{ OTHER APPROVALS

HIPC Debt Refief
Help reduce Cameroon's external debt to sustainable levels znd encaurage the use of the savings made
under deft alleviation for poverty reduction activities.

HIPC Debt Relief
Objective: Help reduce Congo's external debt to sustainable levels and encourage the use of the savings
made under debt alleviation for poverty reduction activities.

HIPC Debt Relief
Objective: Help reduce Malawi's external dabt to sustainable levels and encourage the use of the savings
made under debt alleviation for poverty reduction activities

Growth-Oriented Women Enterprises Developmerit Program {Guarantee)*

Objective: Encourage and facilitate access to financing for women's enterprises; strengthen good govern-
ance among women entrepreneurs and reinforce the capacities of associations of women entrepreneurs;
build the capacities of service providers (BDS} and support institutions Jor VSE and SMEs to provide
appropriate target services; build the capacities of commercial banks to develop appropriate financial
instruments for VSE/SMEs, provide them with a credit-scoring tool and raise the awareness of their
customers about principles of good governance. The program includes partial guarantees to local banks
for women's enterprises and technical assistance to build the capacities of the program's customers and
the stakeholders.

62.26

26.54

13.4
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THE AFRICAN
DEVELOPMENT FUND

Operations

The ADF window is the Bank Group's conces-
sional lending arm for 38 RMCs that can-
not borrow at market rates under the ADB
window. Nigeria and Zimbabwe, the 2 blend
countries, are also eligible for ADF financing.
ADF resources are allocated for investment
in basic economic and human development
projects based on the following criteria:
country creditworthiness, per capita GNI, and

country performance using the enhanced
Performance-Based Allocation (PBA) sys-
tem as recommended by ADF Deputies. The
resources are intended to accelerate broad-
based, equitable, sustainable economic
growth and social development, with the
overall goal of reducing poverty.

ADF loan and grant approvals for opera-
tions financing rose from UA 992.2 million
for 61 operations {in 24 couniries and 5
multinational projects) in 2005 to UA 1.37
billion for 80 operations in 32 countries.

These include 20 multinational projects and
1 project preparation facility advance of UA
0.30 million. The average size of projects
also increased by 5.4 percent. In addition
to the loans and grants, the Fund also
approved UA 155.3 million in HIPC debt
relief for Cameroon, Republic of Conge,
and Malawi, as well as UA 15.6 million in
arrears clearznce for CAR under the PCCF.
Overall, approvals under the ADF window in
2006 totaled UA 1.54 billion, an 8.5 percent
increase from the Fund's commitment level
of UA 1.42 billion in 2005 (see Table 5. 7).

Table 5.7: ADF Approvals by Financing Instrument, 2004-2006

{in millions of UA)

N S e

Project Lending 28 487.16 38.7 20 449.56 316

Public and Publicly -Guaranteed 28 487.16 387 20 449.56 316
Project Loans 27 451.16 359 20 449,56 316
Sector Investment and Rehabilitation 1 36.00 29 -
Lines of Credit - - - -
Private Non-Publicly Guaranteed - - - i
Project Loans - . -
Lines of Cradit - - -

Policy-Based Lending 10 214.22 17.0 4 127.00 89
Sector Adjustment i 2.50 0.2 - - -
Structural Adjustmens 9 211.72 16.8 4 127.00 8.9

Grants 54 213.87 171 34 414.53 29.2

Technical Assistance 33 99.96 8.1 15 32.76 2.3

Project Cycle Activities 10 22.22 1.8 4 781 05
of which Private Secior - - - - . -
Institutional Support 23 771.74 6.2 n . 2496 18
of which Private Sector 1 1.60 0.1 - - -

Project Grant 21 113.91 9.1 19 381.77 26.9

Structural Adjustment Grant - - - - - -

Project Preparaticn Facility - - . 3 113 01

Debt and Debt Service Reduction 7 342.67 272 4 429.49 30.2
SFM Debt Alleviation - - - - - -
HIPC Debt Relief 5 301.37 240 4 429,49 30.2
Past Conflict Country Fadility 2 41.30 33 -

Loan Reallocations

I S N KN T N K K K KX

Source: ADB Statistics Department, Economic and Social Statistics Division
- Magnitude zero
0.0 Magnitude less than 5 percent of the unit employed
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Distribution by Financing Instrument
In line with ADF-X financing principles,
loan and grant resources were equally
committed for investment projects as well
as for policy-based operations. Loans
approved by the ADF totaled UA 889.6
million, representing 57.6 percent of the
resources commiited for operations and
benefiting 16 countries {see figure 5.11).
This represents a 54-percent increase fram
a loan commitment level of UA 577.7
million in 2005. The balance of approvals
for aperations, UA 484.2 million {31.3 per-
cent), was approved in the form of grants.
Grant commitments rose 16.8 percent,
from UA 414.5 million in 2005, Figure
5.12 presents the 22 RMCs that benefited
from grant financing in 2006. Of the grant
amount allocated, UA 226.8 million (46.9
percent) was approved for multinational
projects and programs to support good
governance and regional economic coop-
eration and integration activities.

Approvals for investment operations con-
stituted the main financing instrument, with
not less than UA 1.10 billion, comprising UA
682.3 million in loans for 24 operations and
UA 419.9 million in grants for 27 projects.
Together, these represent 80.2 percent of
ADF total approvals for operations. Policy-
based operations in support of economic
reforms ranked second, accounting for UA
214.6 million—UA 207.3 miltion in loans (7
operations} and UA 7.3 million for 1 struc-
tural adjustment grant—representing 13.9
percent of the Fund's approvals. The remain-
ing resources, toialing UA 56.9 million, were
committed as grants for financing 21 techni-
cal assistance operations to cover the costs
of studies, institutional support operations,
and other project cycle activities in benefici-
ary RMCs and regional organizations.

The 16 countries and multinational projects
that benefited from ADF loan approvals in
2006 are presenied in Figure 5.11.

Figure 5.11: ADF Loan Approvals by Country, 2006

{in mitlions of UA)

1
|
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Cape Verde
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Sector Distribution of ADF
Approvals

Table 5.8 presents the distribution of
ADF loan and grant approvals by sector.
It reflects the Bank's enhanced focus on
core sectors with significant impact on
economic growth and poverty reduction.
Infrastructure operations {comprising
transportation, water supply and sanita-
tion, and power supply) received the bulk
of ADF approvals, UA 634.5 million (com-
prising UA 491.8 miliion in loans and UA
142.7 million in grants). ADF commitments
for infrastructure development in RMCs
accounted for 46.2 percent of its approv-
als for operations, distributed as follows:
26.2 percent for transportation projects;
11.5 percent for water supply and sanita-
tion, and 8.5 percent for power supply.
Commitments for Multisector opera-
tions {including approvals for budget sup-
port, public sector management, govern-
ance support projects/programs and insti-
tutional capacity buiiding} ranked second,
with UA 341.1 million. Agriculture and
rural development and the social sec-
tor (including health, education, and pro-
poor income generating activities) were
also major areas of focus with UA 215.4
million (15.7 percent) and UA 182.8 mil-
lion (13.3 percent), respectively.

Grant-Financed Operations

Consistent with ADF-X finencing arrange-
ments, the Bank increased grant financing
substantially to address the special challeng-
es facing its 40 low-income ADF countries. In
2006, grant approvals leveled off at UA 484.2
million (35.2 percent of loans and grants) for
49 cperations, compared with UA 4145
million for 34 operations in 2005. Grant
resources were geared towards financing
technical assistance for project cycle activi-
ties, institutional support, structural adjust-
ment, capacity-building initiatives, private
sector development, and priority activities,
such as HIV/AIDS interventions, post-conflict
reconstruction and natural disaster preven-
tionfemergency relief assistance.
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Table 5.8: ADF Approvals by Sector, 2006
{in millions of UA}

m-m-m-

Sector

Agriculture and Rural Development 115,51 13.0 12 99,84 206
Social 3 75.00 84 7 107.80 223
Education - - - 4 65.00 13 4

Health 2 60.00 6.7 ! 20.00

QOther 1 15.00 1.7 2 22.80
Infrastructure 14 491.81 55.3 14 142,65 29 5

Water Supply and Sanitaticn 4 115.70 13.0 5 4238

Power Supply 2 113.50 12.8 1 2.57

Communication - - - -

Transport 8 262.61 295 8 97.70 20.2
Finance - - - . -
Muitisector 7 207.25 233 ] 16 133.85 276
Industry, mining and quarrying . - - -

Urban Development - - - - -
Environment

O - 889.56 mm 484.35 mm 1,373.72| 1000

Other Approvals 4 170.85
HIPC Debt Relief 3 155.28 n.a. - - n.a.
Post Conflict Country Facility 1 15.57 n.a. - - n.a.

Loan Reallocations

I N Y Y B N e B T T

Source : ADR Statistics Department, Economic and Social Statistics Division
- Magnitude zero
n.a. Not applicable

Figure 5.12 presents the 22 RMCs that Figure 5.12: ADF Grant Approvals by Country,
benefited from grant financing in 2006. Of
the total amount allocated for grants, UA Mutimational & T
226.8 million (46.9 percent) was approved Ethiopia
for multinational projects and programs Malawi
that support good governance and region- R‘::::Z
al economic cooperation and integration Burundi

activities. Niger
Chad

Tanzania

Gambia
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Guinea - Bissau
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Sao Tome & Principe
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Central African Rep.
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Grant Financing by Sector
Infrastructure operations received
the largest share of ADF grant approv-
als—UA  142.7 million—representing
29.5 percent of grants. This was distrib-
uted as follows: transportation, 20.2 per-
cent; water supply and sanitation, 8.8
percent; and power supply, 0.5 percent.
Multisector activities in support of
far-reaching ecanomic reforms received the
second largest grant approvals (UA 133.9
million), accounting for 27.6 percent of all
ADF grants. The social sector's share was
22.3 percent, and that of agriculture and
rural development, 20.6 percent of grants.
These 4 sectors have the greatest impact
on poverty reduction and accounted for
100.0 percent of all grant approvals (see
Table 5.8).

Cumulative ADF Loan and Grant
Approvals by Sector and Subregion,
1974-2006

Between 1974 and 2006, the ADF approved
a cumulative total of 1,341 loans and 725
grants, totaling UA 14.32 billion and UA
2.07 billion, respectively. The largest share
of loan and grant approvals was allocated
to infrastructure operations (32.9 percent).
This was followed by agriculture and rural
development (25.7 percent), the social sec-
tor {20.3 percent), and multisector (17.8
percent). The shares of the other sectors
ranged from 0.7 percent to 2.2 percent
{see Figure 5.13).

In contrast with the ADB, ADF cumula-
tive loan and grant approvals remained
largely concentrated in West Africa, East
Africa and Central Airica, with these 3
subregions accounting for 73.8 percent
of the total. Southern Africa and North
Africa, where all the ADB countries are
located, jointly accounted for 19.7 percent
of the total. Multinational projects and
programs accounted for 6.5 percent (see
Figure 5.14).

Bank Group Operations Chapter 005

Figure 5.13: Cumulative ADF Loan and Grant Approvals by Sector.
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Figure 5.14: Curnulative ADF Loan and Grant Approvals by

Subregion, 1974-2006
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Profiles of ADF-Approved Projects and Programs in 2006
{in millions of UA)

Total
Countr Project Loan
-m

Agriculture & Rural Development

Burkina Faso Decentralized Rurai Development Support Project in the Provinces of Gnagna & 15.28 12.50
Kourittenga (PADERGK)
Objective: Increase agricultural production and improve the living conditions of the rural population.
The key components of the project indude rural infrastructure, local capacity buitding, and project
management.
Expected Qutcomes: Sustainable improvement in agricultural yield and in the income of tha rural
population. About 140 000 peeple benefit from the project, 50 % of whom are women.
Cofinanciers: government (UA 1.58 million); Beneficiaries (UA 1.20 miliion).

Democratic Agriculture Sector Study 2.05 1.85
Republic-of Objective: Formulate guidelines for the development of the agricultural sector; prepare a Provincial
Congo Agricultural Development Program (PACMP); formulate & Priority Agricultural Sector Development

Program (ASDP); and conduct feasibility studias on 1 priority project per province. The study will cover
8 provinces; Bandundy, Bas-Cengo, Kasai-Occidental, Kasai-Oriental, Katanga, Maniema, Equateur,
and Kinshasa.

Expected Outcomes: Diagnoses carried out in each of the 8 provinces retained for the study, and
guidelines formulztad; agricultural development master plan per province prepared,

Cofinanciers: government (LA 0.2¢ million),

Ghana Afram Plains Agricultural Developrent 2245 19.97
Objective: Increase agricultural cutput and the househald incomes of project beneficiaries. The
project will facus on developing production and infrastructure, and on building institutional capacity.
Expected outcomes: Increase in contribution of agriculture to GDP. The project will directly benefit
27,260 farm families through different production activities.
Cefinanciers: government {JA 2.24 millicn), beneficiaries {UA 0.23 million).

Guinea Agricultural and Rural Sector Rehabilitation 6,59 5.80
Bissau Objective: Improve rice and vegetable production and promcte livestock breeding. The project will

involve rehabilitation of hydro-agricultural and rural infrastructure; support for agricultural production

and livestock development; support for marketing and project management; and cocrdination.

Expected outcomes: Rice production in the project intervention area increases from the current

2,700 tons to 4,000 tons in year 3, and 9,500 tons in year 5 of the project; vegetable praduction

increases from 800 tons to 2,000 tons in year 3, and 3,100 tons in year 5; farmers’ incomes increased

fram the current 170, 000 F to 250,000 F in year 3, and 380,000 f in year 5; Livestock Breeding

Master Plan implemented in year 2 of the project,

Cofinanciers: government/benefidaries (UA 0.79 million).

Kenya Kimira-Oluch Smallholder Farm Improvement 27.77 2298 1.15
Objective: Develop sustainable and environmentally friendly smallholder irrigation schemes in the
Kimira and Oluch sites and increase household income and food security through irrigated smaltholder
agriculture. The project will invoive development and management of irrigation schemes; marketing
and extension and project coordination.
Expected outcomes: Land productivity increased through irrigation; income from agriculture
pracessing and marketing raised; average farm income increased from about Ksh 15,000 to 153,000
Kshs#yr; and income from agricultural production.
Cofinanciers: government (UA 3.15 million); Beneficiaries (UA .49 million)

Madagascar Manombo Integrated Agricultural Development Project (Project Preparation Facility) 0.30 0.30
Objective: Promote sustainable rural development by building community irrigation infrastructure,
consolidating farmer's cooperatives, securing land, and establishing a credit mechanism. The PPF
advance will be used to conduct detailed engineering studies of the infrastructure identified for reha-
bilitation, assess its impact on the environment and study the establishment of a micro-credit system
for farmers in the project zone.
Cofinanciers: government (UA 0.002 million).
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Total
Country ect L(‘)an Grant
Cost ‘ ;

Malawi

Mozambique

Niger

' Nigeria
Rwanda

Sac Tome &
Principe

Smaliholder Crop Production & Marketing

Objective: Improve productivity and incomes by intensifying and diversifying existing cropping
systems, and improving the agricultural marketing system. The project will focus on development of
irrigation, farmer support programs, and project cocrdination and management.

Expected outcomes: Smallholder farmers’ incomes increase from 1% in the first year to 10% after 6
years, household nutrition and environmental management of natural resources improves, and market
better organized.

Cofinanciers: government (UA 1.77 million); Beneficiaries {UA 0.05 million).

Women'’s Entrepreneurship and Skills Development for Food Security

Objective: Reduce level and duration of househeld foed insecurity, strengthen entrepreneurship and
food processing skills, and build national and provincial capacities for mainstreaming gender and
HIV/AIDS into the planning process. The project will facus on promotion of rural livelihoods skills and
on marketing and institutional support.

Expected Qutcomes: Increase in the number of rural women involved in production and marketing of
processed foods: 2,250 rural women using the training recaived by 2007 and 100 existing women'’s
groups and 75 new women'’s groups mobilized by 2007.

Cofinanciers: government {UA 284,000); Beneficiaries (UA 13,200)

Development of Water Resources in the Dosso & Tillaberi Regions

Objective: Reduce the vulnerability of the Dosso and Tillaberi communities to food crises by devel-
oping and sustaining their production capital. The project focuses on infrastructure development,
agricultural development, capacity building, and project management.

Expected outcomes: Food security enhanced, desertification controlled, natural resource manage-
ment improved, participatory strategies and local governance strengthened. The project will raise the
incomes of mere than 12,000 farm holdings and affect more than 100,000 persons, more than half
of them women.

Cofinanciers: goverment and Beneficiaries (UA 1,93 million),

National Program for Food Security in Ekiti, Ondo & Cross River States

Objective: Increase agricultural output and the incomes of rural households and beneficiary communi-
lies in project areas. The project will focus on community development and institutional support, Jand
and water development, producticn enhancement and diversification, and project management.
Expected outcomes: Average vields for major crops under rain-fed and irrigated systems increase by
abaut 46% and 55%, respectively.

Cofinanciers: Federal government/state governments {UA 4.48 million); Beneficiaries

(UA 1.11 millica).

Bugesera Agricultural Development Support {(PADAR)

Objective: Increase agricultural production in the Bugesera Region. The project comprises 3
compenents:  {i) irrigation and catchment basin development; (i} irrigation development;
(iii} project management.

Expected Qutcomes: Crops Irrigated; Soil fertility improved, and catchments protected. Production of
food crops increases from the current 3,170 tons to 11,190 tons in 2010 and 28,170 tons in 2012;
2,500 ha of catchment basins protected in 2010 and 5,000 in 2012,

Cofinanciers: government and Beneficiaries {UA 3.00 million},

Livestock Development Support Fhase il

Objective: Improve the productivity of livestock farms on a sustainable basis. The preject invclves
building capacity, livestock improvement, procassing and marketing of livestock products, and project
management.

Expected Outcomes: Improved animal production, Average mortafity rate of animals declines from
20% in 2006 to 15% in 2008 and 7 % in 2011, '

Cofinanciers: government {UA 0.45 miltion).

16.82

14.93

27.58

13.00

4.45

15.00

13.00

22.00

10.00
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Countr Total Loan
miry Cost

Multinational Sustainable Management of Endemic Ruminant Livestock in West Africa (Gambia,
Guinea, Mali & Senegal}
Objective: Preserve the biodiversity of, and improve the productivity of, endemic ruminant livestock.
The project focuses on improvement of endemic cattle preduction systems, conservation of the natural
habitat of endemic cattle, and project managemant.
Expected Outcomes: Between 2006 and 2009, per capita annual weighted productivity increases
from 20 kg to 28 kg for cattle, and from & kg to 7.5 kg for small ruminants. Cross-breeding between
endemic breeds and exotic breeds in projact sites decline 20% by 2010, compared with 2006.
Cofinanciers: Global Environment Facility {UA 4.98 million), Internaticnal Livestock Research Institute
{UA 0.12 miflion), Intemational Trypanotolerance Centre (UA 0.22 million), governments (UA 3.39
million).

Multinational Strengthening the Institutions for Risk Management of Transboundary Animal Disease
{TADs) in the SADC Region (Angola, Malawi, Mozambique, Tanzania, Zambia)
Objective: Enhance livestock as a tradable and consumable commodity by strengthening capacity to
detect, identify, monitor, and survey TADs in the region. The project involves networking and sharing
information through enhancad information and communication technologies, capacity building, and
institutiona! strengthening, aimed at reinforcing regicnal and national laboratory, epidemiclogical,
and socioeconomic capacity.

_ Expected outcomes: Improved veterinary services and disease surveillance.

Cofinanciers: SADC Secretariat {UA 0.34 million); participating countries (UA 1.18 million).

Multinational Benin-Burkina-Faso-Chad-Mali-Cotton/Textile Sector Support
Objective: Help safeguard and raise the incomes of cotton farmers through sustainable improvement
of cotton sector competitivenass. At the regional level, the project involves: setting-up a regional
framework for scientific cooperation and sharing of genetic material by the 4 agricultural research
institutes; training operators and technicians; and censolidating the negotiation skills of the African
Regional Association of Cotton Farmers. At the national level, the project involves the creation of
34,000 ha of farmer fields schools; the production and supply of 550 tons of improved cotton seeds
to farmers; the rehabilitation of 2,650 km of rural roads.
Expected Qutcomes: Sustainzble improvement in productivity of the cotton and cereal subsectors.
Increased income for cotton sector stakeholders.
Cofinanciers: governments of the 4 Countries and Beneficiaries {UA 3.97 million}.

Muttinational Promotion of Science & Technology for Agricultural Development in Africa
Objective: Build agricultural research knowledge management capacity and support the adoption and
dissemination of proven agricultural technologies. The project will create a functional African informa-
tion and communications tachnology netwark for access and exchange of agricultural information and
support the wide-scale adoption and dissemination of agricultural technelogies.
Expected Outcomes: Estabfishment or upgrading of efficient information and cemmunications tech-
nology {ICT) network infrastructure within and among the Forum of Agricultural Research for Africa,
subregional organizations, and National Agricultural Research Institute; increased yields and produc-
tion levels of diverse agricultural products; modernized agricultural production in Africa.
Cofinanciers: FARA {UA 0.61 million); SRC {UA 0.73 million); NARS (UA 2.00 million).

[_MULTISECTOR

Benin Second Poverty Reducnon Srraregy Support Program (PRSSP i)

Objective: Accelerate sustainable ecoromic growth, improve the population’s access to besic services,
protect the environment, and strengthen governance.

Expected outcomes: Consolidation of macro-economic framework; increase in the incomes of the
rural population; improved access to basic social services {education, health, water) improvement of
fiduciary framework underiaken,

Cofinanciers: IDA (UA 24.90 million); European Union (UA 18,60 million); Denmark (UA 3.20 million);
Switzerland (UA 0.5C million).
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' |
Total !
Count Project Loan Grant
2.74 2.46

Burkina Faso Public Expenditure Programming & Control institution
Objective: Strengthen public expanditure programming and auditing to channel maximum resaurces
intc poverty reductien. The project involves improvement of public programs and strengthening of
internal controls.
Expected outcomes: Improvement in pubfic expenditure programming; strengthening of: a-priori
internal controls by Central Government Financial Control Directorate, Treasury Directorate General,
Government Accounts, and a-posteriori internal controls by Inspectorate General of Finance; State
Inspectorate General and High Authority for the Coordination of the Fight Against Corruption; and
formal external and non-formal control by the National Assembly and civil saciety, respectively.
Cofinanciers: government (UA (.28 million).

Burundi Economic Reform Support Program (ERSP) for 2006-2007 NA 7.30
Objective: Strengthen transparency and fiscal discipline; improve the quality of public expenditure,
and promote the development of small and medium-sized private enterprises, which generate jobs.
Expected outcomes: Computerization of budget management at the 4 levels of expenditure; the
medium-term expenditure framework is operational for social ministries and agriculture; the structure
of public expenditure henceforth reflects the priority actions of the government within the framework
of poverty reduction; revision of the investment Code, the Labor Code and Commerdial Code are put
in place; the investment climate study is underway, and the {zbor legal framework is modernized and
mare employment friendly.

Cofinanciers: DA (UA 41.20 millicn}; IMF (UA 25,40 million); E.U {UA 11.70 million); Bilaterals
{France, Netherlands) {UA 10.82 millign).

Cameroon Governance Reform Support Program (GRSFP} N.A, 29.00
Objective; Imprave efficiency of judicial system, public administration; public finance management;
and intensify the fight against corruption.
Expected cutcomes: independence of the judiciary guaranteed; pramotion of human rights; imprave-
ment of business dimate; greater transparency in public service management; strengthening of
accountability in the use of public resources..
Cofinanciers: government {UA 0.49 million},

Cape Verde Poverty Reduction Support Program | (PRSSP 1) N.A 339 0.75
Objective: Contribute to competitiveness and growth by strengthening the macroeconomic frame-
work and effectiveness of government interventions. The program involves corsolidating public finance
reforms and building capacity of Growth and Poverty Reduction Strategy Paper monitoring-evaluation
system.
Expected outcomes: Improvement of budget programming, budget allocation, and budget execution;
improved debt management and internal and external controls; strengthening of observation and
analysis sysiem capacities.
Cofinanciers: IDA {UA 14.00 million); E.U. {UA 6.48 million}; The Netherlands (UA 12.95 million).

Central Praject to Support Rehabilitation of Economic Planning Capacity (PARCPE) 3.66 3.30
African Objective: Build capacity in (i) macro-economic and sectoral planning; {ii) PRSP manitoring; {iii) debt
Republic management, and preparation of nationat accounts and social data collection. The project comprises

3 componants: suppert for economic policy formulation and execution; suppart in riational accounts
preparation and social data collection; and projeci managemen: and monitaring.

Expected outcomes: Effective sirengthening of: forecasting and macro-economic capacity; economic
analysis capacity; sectoral planning and public investment programming capacities; capacity for moni-
toring and revising the Poverty Reduction Strategy; debt management capacity; capacity for preparing
reliable national accounts ; social data collection capacity,

Cofinanciers: government (UA 0.36 million).
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Country

Congo,
Republic of

Ethiopia

Guinea

Kenya

Liberia
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Expenditure Circuit & Poverty Indicators improvement Support (PACDIP)

Objective: Streamline budget preparation and implementaticn; strengthen internal pre-control and
post-control and increase external control at the judicial and parliamentary levels; build capacities in
crder to better measura progress in poverty reduciion,

Expected Outcomes: Improvement in budgetary estimates, monitoring of pro-poor expenditure,
medium-term budgetary allocation,; strengthening of pre-control through mastery of procedures at
the financial level; improvement of General Inspectorate of Finance procedures in order to strengthen
post-control; improvement of legislative contro! exercised by the 2 'Economic and Finance’ Committees
of Parliament; better quality socio-economic statistics for efiective monitoring of PRSP indicators.
Cofinanciers: government (UA 0.45 million).

Protection of Basic Services Program

Objective: Protect and expand the delivery of basic services (primary and secondary education,
health, water and sanitation, agriculture and natural resources} while enhancing accountability and
transparency in basic service delivery.

Expected Outcomes: Increased spending on basic services in all regions, resulting in improved basic
service delivery. The level of Sub-National expenditure an basic services wifl increase from 3767 million
8irr in (2004/05) to 7556 million Birr in {2007/08).

Cofinanciers: government {UA 1,375.50 million}; IDA (UA 145.63 million); DAID {UA 198,93 mil-
lion); Eurepean Commission (UA 130.34 million}); Canada (UA 10.50 mitfion); other Sources {UA 3.39
million).

Capacity Building in Debt, Public Investment & Control institutions Management
Objective: Strengthen, streamline, and enhance the efficiency of public resource managament by
the National Debt and Public Investments Directorate; imprave ex post control of pubiic resource
management and combat corruption, The project focuses on strengthening debt and public investment
managemant; sepport for enhancing transparency; and project management.

Expected outcomes: impravement of external and domestic debt monitoring, training of managerial
staff in modern debt management techniques and public invesiment programming; sirengthening of
ex post control capacities.

Cofinanciers: government {UA 0.28 million)

Institutional Support for Good Governance)

Objective: Imprave public financial management in procurement and auditing and intensify the
fight against corruption. The project focuses on: improving the Public Financial Management System,
with special emphasis on procurement, internal audit, and the National Audit Office; strengthening
the Kenya Anti-Corruption Commission in its fight against corruption; enhancing performance at the
Bank desk in Kenya,

Expected Outcomes: Greater efficiency in the procurement system; prevention of corruption;
increased community participation in anti-corruption campaign.

Cofinanciers: gavernment {UA 0.61 million}.

institutional support for Governance, Economic Managerment & Poverty Reduction
Objective: Develop macro fiscal analysis and policy formulation skills; strengthen revenue caflection,
and enhance monitoring capacities, as well as budget preparation and budget execution menitoring
capacity; develop skills in national/sector sirategic planning/programming, enhance capacities for
monitoring/evaluation of /mplementation progress; build capacities for the application and effective
delivery of the rule of law; develop skills for court room management, administration and delivery of
justice.

Expected Qutcomes: Improved macroeconemic and fiscal policies; increased customs and tax
revenue; improved prioritization of public spending for pro-poor purposes; Enhanced alignment
of nationalisector strategies, programs and projects with Liberia's global development objectives;
availability of information/data on the implementation/progress of development strategies; improved
efficiency in courtroom management.

Cofinanciers: government (UA 0.16 million).
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Madagascar

Mozambique

Niger

Tanzania

First Poverty Reduction Budget Support Program (PRBSP-I)

Objective: Support the government’s implementation of the PRSP, The program focuses on strength-
ening and maintaining macroeconomic stability; promoting the private sector; accelerating the decen-
tralization process; improving the justice system; and strengthening the public pracurement system.
Expected Outcomes: Sustained macroeconomic stability; private sector plays a more prominent role
in economic development; strengthened decentralization/ deconcentration; stronger judicial system;
and efficient public procurement system.

Cofinanciers: IDA (UA 27.04 million); European Union (UA 36.26 million); France (UA 10.83 mil-
lion)

Paverty Reduction Support

Objective: Ensure sound macraeconomic management while strengthening public finance manage-
ment; improve the quality of public services delivered to citizens, and; undertake lega! and justice
referm, including private sector development.

Expected Outcomes: Enhanced efficiency and effectiveness in management of state funds; appro-
priate budget allocation to priority sectors; simpler, more comprehensive and balanced tax system;
adoption of a transparent and efficient procurement system; rationalization and functional restructur-
ing through decentratization of ministries; implementation of transparent and accountable anti-corrup-
tion programs and services; increased efficiency in the provision of legal and judicial services.
Cofinanciers: DAID {UA 89,50 million); IDA (UA 89.10 millicn); E.U, {UA 75.60 million); Sweden (UA
46.70 million); Netherlands {UA 30.90 million); Norway (UA 21.40 millian); Germany (UA 17.20 mil-
lion); Denmark (UA 13.70 million); Ireland (UA 13.00 million}; Finland (UA 8.60 million); Switzerland
{UA 7.20 million); Italy (UA 6.10 million); Belgium {UA 5.20 million); Spain (UA 5.20 million); France
{UA 4.30 million); Canada {UA 3.00 million); Partugal (UA 2.00 million).

Decentralization Support Project

Objective: Help the country re-launch reform implementation by improving decentralization institu-
tional framework; promate local governance and grassroots development. The project invalves provid-
ing support for ownership of the reform by the population, building the capacities of the supervisory
authority and decentralized entities and reducing factors of resistance to the implementation of the
reform.

Expected Outcomes: Nationa! reform steering capacities and reform ewnership strangthened; com-
pletion of legal framework for decentralization; the capacities of managerial and support staff, elected
officials, and municipal administration are strengthened; prevention and management of local govern-
ment litigation improved; participation of non-state actors in the promotion of local governance.
Cofinanciers: government (UA 0.43 million).

Second Poverty Reduction Support Program

Objective: Support government efforts to promote strong, sustainable growth. The ADF's proposed
loan focuses cn policy actions for promoting an enabling environment for rural develepment and for
private sector development; and improving the quality of life and social weli-being.

Expected Outcomes: Consolidation of macroeconomic stability by mainiaining the inflation rate
at 4.0% during the period; enhanced growth of productive sectors; improved access to basic social
services-education, water and health; improved governance and accountability.

Cofinanciers: IDA (UA 138.3 million), BAtD {UA 108.4 millign), European Union {UA 33.2 million),
Netherlands {UA 8.4 million}, Sweden (UA 26.9 million), Norway (UA 16.9 miliion), Canada (UA 14.2
rillion), Denmark (UA 10.1 million), Ireland (UA 8.7 million), SOC (UA 3.2 million), KIW (UA 6.7 mil-
licn}, Japan (UA 3.2 miilion), Finland (UA 7.1 million).
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Togo Institutional Capacity Building Support
Objective: Strengthen macroeconamic management and budgetary controt and management, and
project menitoring and management.
Expected Outcomes: Improved budget fermulation, debt management, and economic forecasting,
PRSP formulation and monitoring capacities, and transparency. Effective control and respect of budget-
ary procedures strengthened.
Cofinanciers: government (UA (.27 million)

Zambia Poverty Reduction Budget Support (PRBS) 123.86 20.00
Objective: Support poverty reduction; and improve delivery of pro-poor government services, The
project focuses on macroeconomic management, public sector reforms, wealth creation, and social
equity, (with 33 indicators and milestones), and on procurement and debt management,

Expected Outcomes: Improved living standards; increased clarity of roles and responsibylities and
improved efficiencies and effectiveness of debt management; legal and requlatory framework for
public procurement strengthened; enhanced public procurement; improved governance and public
finance management.

Cofinanciers: DID (UA 31.20 million); E.U. (UA 40.03 million}; DA (UA 10.00 million}; Finlang (UA
3.23 million); Germany (UA 2.02 million); Netherlands (UA 5.66 million); Norway (UA 3.03 million);
Sweden (UA 8.69 million).

Multinational Private Enterprise Partnership for Africa (PEP Africa)* N.A 5.00
Objective: Create favorable conditions for businesses to invest and operate. The project focuses on
investment climate facility, couniry business forums and initiatives and legal and regulatory framework
reforms.

Expected outcomes: Appropriate, gender sensitive engagement and participation of key policy mak-
ing, governing, regu'ating and administrating public, NGO and private institutions; the understand-
ing, support and commitment of key stakeholders, including funding agencies; improvedichanges in
laws and regulations for business registration, licensing, inspection, contract enforcement, property
registration; improved/changes in administrative procedutes related to business registration, licens-
ing, inspection, contract enforcement, property registration; improvements/changes in the number of
Sustainable Business Associations.

Cofinanciers: None

Multinational COMESA-Enhancing Procurement Reforms & Capacity 6.36 5.66
Objective: Enhance the public procurement systems of COMESA member states by modernizing
and harmonizing laws, regulations, and procedures, and by strengthening the countries’ capacity to
manage modern public procurement systems. The project focuses on enhancing procurement reforms,
capacity building, upgrading the procurement informaticn system and project management.
Expected outcomes; Public and private sectors that are fully aware of the principles and warkings of
the national 2nd regional public procurement systems; national procurement systems that are consist-
ent with the COMESA procurement Directive managed by skilled procurement experts; procurement
training systems that are avaiiable in the region; enhanced IT and human capacity for colfection and
dissemination of procurement information at national and COMESA lavels.

Cofinanciers: COMESA (UA 0.70 million)

Multinational WAEMU-Public Procurement Systems Reform Support - Phase If 7.14 4,00
Objective: Modernize and harmonize public procurement systems by effectively implementing
Community public procurement regulations adopted by WAEMU in December 2005. The project
focuses on developing and promoting a community framework for public procurement and on building
institutional and human capacity in the Commission and in member states.

Expected outcomes: Public procurement systems comply with Community regulations and meet
internationa! standards; public and private sectors are familiar with the principles and warkings of
national and regional public contract award systems; improvement in the public finance systems of
member States.

Cofinanciers: WAEMU (UA 0.90 million; ACBF (UA 1.36 million); OIF {UA .13 million); WADB
(UA 0.75 million).

* Private sector operation
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Multinational

POWER SUPPLY

Ethiopia

Mozambique

Multinational

SOCIAL

Congo,
Republic of

Phase If of Regional Technical Assistance Centers Program (AFRITAC)

Objective: tmprove macroeconomic management and information systems; consolidata finandial
systems. The program focuses on public finance management, customs and tax administration, debt
management and macro-budgetary program, bank regulatory and the microfinance sector.

Expected outcomes: Consolidated macro-economic framework and improved business
environment; reinforced financial system and viable development of microfinance; reliable
information system in 25 countries.

Cofinanciers: IMF (UA 4.99 million); Bilateral donors {UA 21.65 million); Host countries
{UA 1.07 million).

Rural Electrification If

Objective: Extend the naticnat electricity grid to supply electricity to 335 rural towns and villages
and improve national access to electricity from 17 % in 2006 to 20 % in 2011, in order to promote
socioeconomic development of rural areas. The project involves: censtruction of two 20/25 MVA
132/33 kV high voltage substations; development of medium and low voltage networks; erection of
pole-mounted distribution transformers and construction of distribution lines; and supply and instal-
lation of connected and energy meters.

Expected outcomes: Extension of electricity supply to rural areas in the program area; connection
of new households and of commercial consumers to the national grid.

Cofinanciers: government (UA 14,24 million); EEPCO (UA 12.87 million).

Electricity IV

Objective: Transmit electricity to satisfy long-term demand and improve access, reliability, and quality
of electricity supply to consumers in Sofala and Manica provinces in the centrat region. The project
focuses on constryction of a 220 kV power transmission line; construction of substations; distribution
network; energy meters; project engineering, supervision and management,

Expected outcomes: Improved electricity supply in the project area, increased power transmission
capacity, and non-technical losses in Chimoio- the capital of Manica province, reduced from 14% to
10%, and bad debt losses from 8% to 2%.

Cofinanciers: OPEC Fund {UA 7.15 million), Electricidade de Mozambique (EdM}) (UA 5.24 million).

Nile Basin Initiative(NBI/}-Study on Power Transmission Lines Related to the Rusumo
Falls Hydropower Station

Objective: Determine the feasibility of projects for the construction of lines to transmit pawer from
the Rusumo Falls Hydropower Station {RFHS) tc electrical grids in Burundi, Rwanda, ard Tanzania;
determine the feasibility of a rural efectrification program in the Kagera basin area along the corridors
of the power transmission lines.

Expected outcomes: Reduction of the electricity deficit in the 3 ¢countries of the Nile Basin; enhance-
ment of the quatity of electricity supply; strengthening of trade in energy between the 3 countries;
increased access by the population to eleciricity.

Cofinanciers: Nile Basin Initiative (NBI) (UA 0.29 million).

Support for the Socio-Economic Reintegration of Disadvantaged Grotps

Objective: Improve access to basic social services and foster job creation, The project involves improv-
ing access to basic social services, diversifying training opportunities, supparting socic-economic
integration through the promotion of employment and project management.

Expected Outcomes: Improvement in health coverage in targeted areas, reduction of the number
of days lost owing to illness, as well as reduction of the risks of water-borne diseases and epidemics.
The Groups targeted by the project comprise the following: 3000 unemployed persons, wha will be
employed on different work sites; 1500 youths with no schooling, who will benefit from vocational
training (of which 450 youth girls); 1300 micro-entrepreneurs, staff and managers of micro-enterprises
and SMEs.

Cofinanciers: government (UA 4.45 milfion).
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Gambia

Malawi

Mali

Rwanda

Tanzania
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Entrepreneurship Promotion and Micro-Finance Development

Objective: Support diversification of rural income generation sources and increase access to financial
services. The project comprises 3 components: entrepreneurship and market development; micro-
finance scheme, and project management.

Expected Outcomes: Increased numbers of rural poor involved in off-farm business and increased
use of financial services. 2400 rural pocr, of which 70% women, wil! be trained in entrepreneurship
development and business management by 2011,

Cofinanciers: government {UA 0.89 million}; Beneficiaries (UA 0.07 million).

Support for Secondary Education (Education V)

Objective: Improve quality of, and equity in secondary education, especially at the Community Day
Secondary Schools. The project focuses on constructing 120 classrooms, 30 libraries, 30 science teach-
ing areas, 30 administrative buildings and 60 teacher’s quarters.

Expected Outcomes: Improvement in secondary education and increase in students’ knowledge.
Student to qualified teacher ratio will be reduced from the 2005 level of 73:1 to 56:1. Student to book
ratio wilk be reducad from the 2005 level of 6:1 to 2.1,

Cofinanciers: government (UA 1.66 million).

Community Development Support Project in the Kayes and Koulikoro Regions
(PADEC)

Objective: Support community development in 505 villagas in the regions of Kayes and Koulikoro.
The project involves capacity building and extension of micro-projects and financial services,
Expected outcomes: Community development actions are initiated and managed locally; the
incomes of the people increase by 30% in 2008 and 50% in 2011; health, school and water supply
coverage improves, Percentage of the population with access to community health services within a
radius of 5 km will increase from 46% in 2003 to 60 % in 2011.

Cofinanciers: government (UA 3.72 miliion)

Program in Support of the Education Sector Strategic Plan 2006-2010

Objective: Strengthen 9-year hasic education and science and technology education within the con-
text of the implementaticn of the Education Sector Strategic Plan {2006-2010). The program focuses
on the following priority areas: i) implementing 9-year basic education plan; i} strengthening science
and technology education; iii) reinforcing the sector's planning, management, and monitoring and
evaluation capacity; iv) encouraging the education of girls, particularly in science and technology.
Expected Outcomes: Significant progress towards the Millennium Development Goals and the Vision
2020 human resources development objectives; Primary Education for All achieved; promotion of girl's
education; teaching of science and technology at the primary and secondary levels strengtheed; plan-
ning, management and monitoring and evaluation capadity strengthened.

Cofinanciers: CfiD {UA 15.73 millien}, Netherlands (UA 24.54 million), Belgium (UA 2.77 million),
Other Sources (UA 34.92 million}.

Maternal Mortality Reduction

Objective: Accelerate the reduction of maternal and newborn deaths in Mara, Mtwara, Tabora,
and Zanzibar. The project focuses on strengthened delivery of maternal health services {(Mainland),
strengthened delivery of heaith care services (Zanzibar), management and coordination. It will involve
constructing 36 dispensaries and 8 heaith centers, and rehabilitating 3 district hospitals.

Expected Outcomes: Decline in maternzl and neonatal morbidity and mortality. The percentage of
births attended by skilled health personnel will increase from 46 to 60 by 2011 and the parceniage
of home deliveries wili be reduced from 53 to 40 by 2011.

Cofinanciers: government (UA 4.44 million).
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Uganda

Multinational

Multinational

Multinational

TRANSPORTATION

Cameroon

Support to Health Sector Strategic Plan il (SGSSPP 1)

Objective: Help reduce maternal mortality in 10 districts in Uganda and reduce mental health disor-
ders in Uganda, The project aims to improve the delivery of reproductive health services and expand
the delivery of mental services disorders in Uganda.

Expected Qutcomes: Significant reduction in maternal deaths by 25 % in preject districts from
baseline data, by 2015; improvement in mental health of population: prevalence of mental health
disorders reduced from 29% to 15% by the year 2015.

Cofinanciers: gavernment (UA 2.22 million).

SADC-Support for the Controi of Communicable Diseases (HIV / AIDS, Tuberculosis
and Malaria)

Objective: Contribute to regional integration through the harmonized control of communicable dis-
eases (HIV/AIDS, Tuberculosis, and malaria). The project is aimed at building the capacity of the SADC
Secretariat to harmenize regional communicable disease control efforts. It also seeks to support the
implementation of harmenized pelicy protocols and guidzlines for prevention care and treatment of
communicable diseases in Member States,

Expected outcomes: Decline in morbidity and mortality due to HIV/AIDS, tuberculosis, and malaria
in the SADC region. By the year 2010, reduction in HIV prevalence of among women aged 15-24 of 1
%; incidence of tuberculosis reduced by 20%; malaria mortality reduced by 20%.

Cofinanciers: SADC (UA 2.23 million)

WAEMU-Support for Higher Education in WAEMU

Objective: Improve higher education systems and promote regional integration in higher education.
The project focuses on providing suppert for reforms and for harmonization of higher education sys-
tems in WAEMU countries; and support for academic research and project management.

Expected outcomes: Improvement internal performance of higher education; training is responsive
1o social and economic naeds; more efficient management of human, financial and material rescurces;
increased mobility of students and staff between WAEMU member countries; revised curricula adepted
by member countries, and mutual recognition of titles is assured.

Cofinanciers: WAEMU (UA 3.20 million).

SADC-Capacity Building for Open & Distance Learning in the SADC Region

Objective: Contribute to the development and deployment of affective and harmonized open and
distance learning (ODL) and promete regional integration in the SADC region. The project comprises
ODL regional policy development and strategic planning and capacity building for ODL.

Expected outcomes: Capacity and motivation of SADC in designing and implementing strategic
regional QDL interventigns is enhanced.

Cofinanciers: SADC (UA 1.67 million).

Numba-Bachuo- Akagbe Road Development Project

Objective: Improve services on the Numba-Bachuo Akagbé road, by developing a permanent link
between the 2 localities; improve services of socioeconamic amenities, and feeder roads to improve
the conditions of the population. The project invoives road development comprising the development
and surfacing of the Bachuo Akagbe Numba road of over 50 km and ancillary works comprising the
devalopment of about 135 km of feeder roads dinked to the main road.

Expected outcomes: Improved road conditions in project area facilitate regionai integration (the
length of undeveloped and poor roads in Cameroon forming part of the Lagos-Mombassa Trans-
African Highway declines from 150 km in 2006 to 100 km in 2011); communities have access to
basic socioeconemic infrastructure (net enrollment rate along the read rises from 90 in 2006 to 95 in
2011} and there’s improvement in processing agricultural outputs (palm oil and gari outputs increase
by 100 percent in the PA in 2011).

Cofinanciers: government {UA 8.95 million); beneficiaries {UA 0.15 million).
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Ethiopia Jima-Mizan Road Upgrading 101.53 65.00
Objective: Improve road transportation service levels between the towns of Jima and Mizan and
fadlitate market intagration &f the zone with the rest of the country and with export markets. The
project focuses on constructing/upgrading the 227.18-km Jima-Mizan road frem gravel to asphalt
concrete standard.
Expected outcomes: Reduction in cost of transportation along the project road corridor {average
annual composite VOC reduced from USD 0.75/veh-km in 2008 1o USD 0.34/veh-km in 2011}; and
in travel time between major ecanomic and social centers; increased transportation capacity for sacio
and economic activities in project area; improved fiscal balance for the road sector.
Cefinanciers: government (UA 36.53 miliion).

Lesotho Likalaneng-Thaba Tseka Road Upgrading 7.59 6.83

Objective: Reduce vehicle aperating costs and road maintenance costs and improve the quality

of road wansportation service between tikalaneng and Thaba Tseka. The project focuses on civil

waorks: upgrading 85 km of existing gravel road to Class A bitumen road standard, 7.0-meter-wide

carriageway with 1.0-meter paved shoulders on either side. The road links Likalaneng and Thaba Tseka.

Expected outcomes: Lower road transportation costs, reduction in vehicle operating costs (VOCs)

from US$1.026 in 2006 to US$0.522 in 2009; shorter travel time, and improved accessibility; all

weather road infrastructure and improved access to social services.

Cofinanciers: government (UA 0.76 million).

Mozambique Montepuez-Lichinga Road 72.19 30.10
Objective: Imprave accessibility and road transportation services for the population in the
Montepuez-Lichinga Corridor; improve connectivity of Niassa and Cabo Degado provinces ta the rest
of the country. The project involves civif works: upgrading 203 km between Montepuez and Marrupa
and rehabilitating 66 km between Litunde and Lichinga and constructing 7 bridges between Marrupa
and Litunde, consultancy services, road safety, project audit services, and compensation and resettle-
ment.

Expected outcomes: Lower road transportation costs and Vehicle Operating Costs; shorter travel
time, and increased accessibility; all-weather road infrastructure and improved access to social serv-
ces.

Cofinanciers: JBIC {UA 19.71 million); Swedish International Development Cacperaticn Agency (UA
16.84 million}; government {UA 5.54 million).

Sierra Leone Matotoka to Sefadu Road Studies & institutional Support to the Transport Sector 210 1.99
Objective; Determine the technical feasibility and economic viability of improving the Matotoka 1o
Sefadu road {129 km) and its associated feeder roads {391 km). Strengthen the capacity cf the Sierra
Leone Roads Autharity (SLRA) to plan, budget, and manage its capital investment and maintenance
programs more efficiently. The project focuses on feasibility studies and on preliminary and detailed
engineering designs. Institutional support for capacity building will include the preparation of a vehicle
overload control policy and action plan, the creation of a transportation sector data hank at SLRA, and
capacity building and training.

Expected Qutcomes: Reduction in road transportation costs, travel time and accidents on the
Matotoka to Sefadu road, and associated feeder roads; better transportation planning and budget
allocation; well-maintzined road transportation infrastructure and improved services in the iransporta-
tion sector for an estimated total of 400,000 inhabitants living in the Matatoka to sefadu road study
area.

Cofinanciers: government (UA 0.11 miliion).

Uganda Road Sector Support - Supplementary Loan 38.95 32.99
Objective: Reduce transportation casts and travel time between Kabale and Kisore; promote regional
integration with DRC and Rwanda; and prepare rcad prajects to enhance accessibility in the south-
western region of Uganda. The project involves building 98.7 km of asphalt concrete paved road
between Kabale and Bunagana/Kyanika by 2011,
Expected Qutcomes: Reduced road transportation and vehicle operating costs, reduced travel time,
and increased accessibility; all-weather road infrastructure, and improved access to sockal services,
Cofinanciers: government {(UA 5.96 million).
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{Burundi/Rwanda)-Kicukiro-Kirundo Road

Objective: Create an all-weather permanent road link between Rwanda and Burundi to open up the
regions covered by the road and reduce travel time and general transportation casts; help improve the
[iving conditions of 1.071 million inhabitants (44.3% in Rwanda and 57.7% in Burundi) in the project
area and contribute to poverty reduction; build technical and operational capacities of the Road Board
(Burundi} and of border services. The project focuses on road works (97 km of paved road betwean
Kicukiro in Rwanda and Kirundo in Burundi; 14% km of feeder roads developed), transportation and
transit facilitation actions, institutional support to Burundi's Road Board, and project management.
Expected Qutcomes: The Kigali-Bujumbura road fink is improved and maimained, technical staff at
the border are efficient and formalities at the border are reduced; the socioeconomic infrastructure of
the project impact area is rehabilitated andfor improved, regions of ihe east of Rwanda and North of
Burundi are opened up; technical road staff and staff of border services are trained and sensitized.
Cofinanciers: ABEDA (UA 5.23 millian); OPEC Fund (UA 4.53 million); Saudi Fund (UA 9,06 million);
government of Rwanda {UA 2.38 million); government of Burundi (UA 1.66 million).

Burkina Faso -Niger-Construction of the Dori-Tera Road & Transport Facilitation in the
Quagadougou-Dori-Tera-Niamey Corridor

Objective: Promote inter-state trade in the Liptako-Gourma region, with overali lower trans-border
transporiaiion costs, and help reduce poverty in the project area. The project focuses on building 40
km of raad between Dari and Niger border, 11 km of connected road at Dori, and 30 km of feeder
roads. The project involves road works and transportation and transit facilitation action.

Expected Outcomes: The Sahel region of Burkina Faso and the Tillabéry department in Niger are
linked by a surfaced road; transportation costs and time in the Quaga-Doti-Tera-Niamey corridor are
reduced; socio-economic infrastructure (health centers, schocls, and markets) and rural tracks are
rehabilitated or provided.

Cofinanciers: WAEMU Commission (UA 0.29 million); government of Burkina
Faso (UA 1.39 million); govesnment of the Republic of Niger (UA 1.40 million).

Zambia-North-South Transport Corridor improvement Study

Objective: Prepare economic feasibility, engineering designs, and tender documents for the
Kazungula Bridge over the Zambezi River and ather key infrastructure facilities atong the SADC North-
South Corridor within Botswana and Zambia.

Expected Qutcomes: Mobilization of required finandial resources to implement the Kazungula
bridge and other corrider improvements; Formulation and implementation of trade and transportation
facilitation programs along with attendant infrastructure components.

Cofinanciers: government of Zambia {UA 0.08 million).

SADC-North-South Transport Corridor Improvement Study

Objective: Strengthen SADC capacity for formulation and coordination of Regional Infrastructure
and NEPAD project

Expected OQutcomes: SADC infrastructure project coordination improved.

Cofinanciers: Nane

Guinea-Senegal-WAEMU-Labe-Seriba-Medina  Gouanass-Tabamcounda  Road
Upgrading and the Conakry-Dakar Corridor Transport Facilitation Program

Objective: Promote trade between Senegal and Guinea and remove constraints on traffic in order 1o
reduce general transpartation costs, improve the sustainability of investments by controlling axle loads,
and improve the living conditions of projects area residents. The program involves upgrading 70 km of
earth road (between the Guinea/Senegal border and Médina Gounass) into tarred road; rehabilitating
89 km of road between Médina Gaunass and Tambacounda; and building 121 km of rural roads.
Expected Qutcomes: Improved service on cerridor roads (the percentage of good roads along the
carridor will increase from 50% in 2005 to 90% to 2010).

Cofinanciers: WADB (UA 3.93 million); SDF/KFAED (UA 44.47 million); ABEDA/IDB/Others (UA 27.40
million}; Private Hauliers (UA 0.16 million); WAEMU {UA 0.58 million); government of Guinea (UA
10.14 million); gavernment of Senegal (UA 4.66 millian).
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Multinational Kenya-Tanzania-Arusha-Namanga-Athi River Road Development 98.81 4978
Objective: Improve transportation service over 240 km between Tanzania and Kenya, improve capac-
ity of EAC Secretariat, and improve contracting capacity of regional contractors. The project involves
civit works; consultancy services for the supervision of the above works; project audit consulancy
services for the project; consultancy services for feasihility studies and detailed engineering design;
consultancy services in the form of tachnical assistance for strengthening capacity of East African
Community Secretariat,

Expected Qutcomes: Improved transporiation service between Arusha, Namanga, Athi River and
Nairabi; reduced transportation costs and impraoved road transpartation services for 1.3 million people
in the project area; smooth border passage; improved EAC capacity; identification of bankable projects
to improve transpertation services betwaen Tanzania and Kenya.

Cofinanciers: government of Tanzania {UA 0.20 million); governmensi of Kenya (UA 5.62 mitlion);
IBIC (UA 39.71 million).

Multinational Institutional Support for East Africa Trade & Transport Facilitation 194.65 9.20
Objective: Improve the trade environment through effective implementation of the EAC Customs
Union Protocol; and. enhance efficiency in transportation and logistics services along key regional
transportation corridors by reducing noa tarif barriers, delays and uncertainty in transit time. The
project focuses on support to implement the EAC Customs Union, institutional and investrment suppert
for transportation facilitation, suppost to the Concessian of the Kenya-Uganda Rallway and Partial Risk
Guarantee far the Railway Concessions.

Expected outcomes: Implementation of EAC Customs Management Law in EAC region; IT intercon-
nection of regional customs and customs database; reduction in transit time through the northern and
central corridors.

Cofinanciers: {DA (UA 138.11 millicn); governments of Kenya, Rwanda, Tanzania and Uganda {UA
46.39 million) and EAC, NCTTFA FTFA (UA 0.95 million).

1: WATER SUPPLY & SANITATION

Burundi Watershed Management 10.44 9.00
Objective: Sustainably proiect watersheds, increase forest and agro livestock production, and raise
beneficiaries” incomes. The project focuses on 4 components: capacity building, conservation and
impravement of resources, improvemant of agro-silvo-pastoral production and project management.
Expected outcomes: Improvemant in soil fertifity and watershed protection.
Cofinanciers: government (UA 1.07 million); Beneficiaries {UA 0.37 million).

Chad National Rural Drinking Water Supply & Sanitation Program 16,22 13.00
Objective: improve access to drinking water and sanitation services in the Tandjilé and Mayo Kebbi,
and build national management and monitoring capacities in the rural drinking water supply and
sanitation sector (DWSS). The program focuses on DWSS infrastructure development; information,
education and communication; institutional support; works supervision and control and sub-program
management.

Expected Outcomes: Improved access to drinking water supply and sanitation in schoals end health
centers in Tandjité and Maya Kebbi. By 2010, Drinking Water access in the project area improves
from 30 % in 2005 to 80 % in Tandji'é and from 5 % in 2005 to 30 % in Mayo Kebbi. Enhanced
management and monitoring capacities in the institutions responsible for management and planning
in the sector.

Cofinanciers: government (UA 2.19 million); Beneficiaries (UA 1.03 million).
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Total
Countr’ Project Lean
-H

Guinea Study for Rural Drinking Water Supply and Sanitation{DWSS) up to 2015
Objective: Provide the country with an inventory document as a reliable basis for charting the
National Drinking Water Supply and Sanitation Program (NDWSSP); formulate an NDWSSP to attain
sector objectives by 2015; obtain the suppart of all DWSS sector development partners to secure
the effective funding of the measures to be programmed. The study includes a national inventory,
by SNAPE, of rusal water and sanitation works and equipment; and formulation of a national water
supply and sanitation progyam.
Expected Outcomes: The drinking water and sanitation needs of the rural population are met;
wiater-barne diseases are reduced.
Cofinanciers: governmeant (UA 0.09 million).

Mauritania Rural Drinking Water Supply and Sanitation in the Southern Area 11.55 9.70
Objective: Improve water supply and heuseheld sanitation in 74 localities in the 3 regicns {Hold El
Chargui, Assaba, and Gorgol), which are currently showing a deficit; and improve community sanita-
tion in the rural communities of these 3 regions.
Expected Outcomes: By 2010, rate of access 1o safe water in rurat area is 62% and coverage rate
in sanitation in rural areas is 40%.
Cofinanciers: government (UA 1.62 miflion); Beneficiaries (UA 0.23 million).

Tanzania Rural Water Supply & Sanitation Program 223.00 45,00 10.00
Objective: Provide sustainable safe water supply and sanitation facilities, based on management
responsibility and ownership by users, within easy reach of 36% of the rural population by the year
2010. The program focuses an district management support, construction of rura! water supply and
sanitation facilities, and institution building and development.

Expected Outcomes: District Water and Sanitation Team (DWST} conducting community subproject
appraisals (the %age of rural communities with access to water supply will increase from 53% to
69% by 2010); Commenity subprojects financed and implemented in whole or part from DWSF Fund;
DWSTs monitoring and supporting cemmunities in RWSS, promotion of good sanitation, health and
hygienic practices; increased number of rural communities with adequate management (percentage
of rural water committees with at least 50% female membership will incraase from 40% in 2006 to
75% by 2010), eperation and maintenance capabilities; improved knowledge, attitudes and practices
in fefation of health and hygiene and sanitation indluding increased use of latrines.

Cofinanciers; IDA (UA 51.00 million); Netherlands {UA 27.00 million}; FRG {UA 16.00 million);
Other Development partners {UA 44.00 million); Communities (UA 7.00 million); government (UA
23.00 million)

Zambia National Rural Water Supply & Sanitation Program 77.43 15.00
Objective: Provide sustainable access to water supply and sanitation in rural areas 1o help alleviate
poverty among Zambia’s rural population, estimated at 7.5 million; and contribute to the achievement
of the MDG for water, During Phase 1: increase access to safe, reliable and convenient quantities of
water supply from the current 37% to 55% of the rural population by 2010; and increase access te
proper sanitation from 13% to 33% of the rural population by 2010.

Expected Qutcomes: Increase in proportion of rural population with adequate and convenient sup-
ply of clean water; alt rural schools have access to adequate sanitation facilities; increased numbers of
rural families have built their own improved sanitation facilities and are effectively using them,
Cofinanciers: Germany (UA 13,10 million); DANIDA {UA 12.00 million); UNICEF (UA 12.00 million);
[RISH/Aid-Netherlands (UA 4.80 million); JICA {UA 2.20 million); World Bank (UA 0.70 millien): NGOs
(UA 3.30 million); government {UA 10.30 million); Communities {UA 3.90 miltion).
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Total
Country Loan Gr
Cost

ant
Multinational SADC-Shared Watercourses for Buzi, Save & Ruvuma River Basing 10.43 9.38
Objective: Ensure a sustainable framework for integrated planning and management of shared water
resources in the Buzi, Ruvema, and Save River Basins to develop, support, and improve the livelihood
of local communities. The project focuses on i) development of River Basin Monographs and Strategies;
i) enhanced knowledge and information support system; iii) Community basin management; iv)
project management, capacity building, and audit services.
Expected Qutcomes: Establishment in the 3 riparian countries of an efficient framework for the
joint management of the 3 river basins at the regional, national, and catchment levels; harmonized
and improved national water policies and strategies based on sound integrated water resource man-
agement and regionally developed guidelines; enhanced capacity from a river basin wide perspective
to support the development, management and protection of Basin water resources in an equitable,
optimal, integrated and sustainable manner; implemensation of Community Basin Management

subprojects.
Cofinanciers: government (UA 1.06 million)
e O —— .
| OTHER APPROVALS |
Cameroon HIPC Debt Relief 5.68

Objective: Help reduce Cameroon's external debt te sustainable levels and encourage the use of the
savings made under debt alleviation for poverty reduction activities.

Congo HIPC Debt Relief 1.76
Objective: Help reduce Congo's external debt to sustainable levels and encourage the use of the
savings made under debt alleviation for poverty reduction activities.

Malawi HIPC Debt Relief 147.84
Objective: Help reduce Malawi's external debt to sustainable levels and encourage the use of the
savings made under debt alleviation for paverty reduction activities.

Central Arrears Clearance under the Post Conflict Country Facility 15.57
African Objective: Clear the Central African Republic's arrears to the Bank Group to allow the country to
Republic renew relations with the donor community (including the Bank and the BWIs) and secure assistance

under the HIPC initiative.
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THE NIGERIA TRUST
FUND

Operations

The Nigeria Trust Fund (NTF) makes available
financial resources at below market rates
to support development efforts in RMCs,
particularly in low-income ADF countries.
Article XIIl of the Agreement Establishing
the Nigeria Trust Fund {the NTF Agreement),
signed by the Bank and Nigeria on February
26, 1976, provides that the NTF shall be
in effect for thirty {30) years. This may be
extended by mutual agreement between
Nigeria and the Bank. Furthermore, Article
XIl, Section 1, of the NTF Agreement, states
that unless its duration is extended beyond
April 25, 2006, (the "Termination Date") by
mutual agreement, on that date, the NTF
shall legally cease all activities, except those
related to orderly winding down of prior
commitments.

During the 2006 Annual Meetings in
Quagadougou, Burkina Faso, the Boards of
Governors took note of the letter from the
Governor far the Federal Republic of Nigeria
informing the Bank that the Government of
Nigeria had (i) granted the Bank its request
for an extension of the duration of the NTF
for an interim period of one year, {ii} decid-
ed on an immediate drawdown of US$200
million from the NTF; and (iii} authorized
the Bank to conclude the winding down
process within the extended duration of the
life of the Trust Fund. In light of this devel-
opment, no loans or grants were approved
under the NTF in 2006,

An evaluation of the NTF began on 28
November 2006. The main objectives of
the evaluation are to (i) review how well
NTF resources have been used, (i} assess
the performance of the Bank and Nigeria
in managing the NTF, and {iii) examine the
terms of NTF financing in relation to NTF
sustainability as a Fund. Other objectives
include identifying possible niches for future
NTF use and determining the NTF extension

period and changes that should be made
in relation to its governance structure. Five
country case studies (Benin, the Gambia,
Mauritania, Rwanda and Swaziland) will be
used as a benchmark for the evaluation. The
first report will be available before the end
of the first quarter of 2007.

Cumulative Loan and Grant
Approvals, 1976-2006

Since its establishment in 1976, the NTF has
approved UA 304.6 million for 71 projects
in 30 RMCs. Of this amount, UA 14.1 mil-
lion was allocated to multinational prajects.

Cumulative approvals according to sector
remained unchanged in 2006 since there

Bank Group Operations Chapter Q05

were no NTF operations (see Figure 5.14).
The data indicated that infrastructure
accounted for 51.9 percent of approvals,
followed by agriculture and rural develop-
ment, 18.8 percent; the social sector, 18.2
percent; finance, 5.8 percent; and industry,
mining and quarrying, 5.4 percent.

Distribution of approvals by subregion
shows that West Africa received 39.2 per-
cent of NTF cumulative loan approvals,
followed by East Africa, 24.5 percent;
Southern Africa, 17.5 percent; Central
Africa, 10.8 percent; North Africa, 3.4
percent; and multiregional operations, 4.6
percent {see Figure 5.15}.

|
Figure 5.15: Cumulative NTF Approvals by Sector, 1976-2q06

Pawer Supply

Industy [ 45%
54%

Finance ..,
58% ;

Communication
9.2%

Agriculture
18.8%

Wates Supply & San.
5.7%

. Transpor:
To35%

Mutzegong!
L2 I

Cenral Afncx,...,
08

Southem Az
17.5% &

East Afra
214.5%

North Alrica
R ]

West Atnca
3%

Annual Report 2006

53




Chapter 005 Bank Group Operations

94 Annual Report 2006




- Financial Management

aﬂd Financial Statements







CHAPTER SIX

ADB, ADF, and NTF Financial Management
and Financial Statements

AFRICAN DEVELOPMENT BANK

Financial Management

Financial Results

Management's Report Regarding Effectiveness of Internal Controls Over External Financial Reporting
Financial Statements and Report of Independent Auditors

Administrative Budget for Financial Year 2007

AFRICAN DEVELOPMENT FUND

Financial Management

Financial Results

Special Purpose Financial Statements and Report of Independent Auditors

Administrative Budget for Financial Year 2007

NIGERIA TRUST FUND
Financial Management
Financial Results

Financial Statements and Report of Independent Auditors




98

Chapter 006 African Development Bank

This Chapter discusses the management of the financial resources of the Bank Group's windows—the African
Development Bank (ADB), the African Development Fund (ADF), and the Nigeria Trust Fund (NTF}—during the year.
It also presents the Auditeg Financial Statements for 2006 for the three windows, and the ADB and ADF
Administrative Budgets for the financial year 2007

THE AFRICAN
DEVELOPMENT BANK

Financial Management
Subscriptions

The authorized capital stock of the Bank
stood at UA 21.87 billion as of December 31,
2006, and has been allocated to regional
and non-regional members in such propor-
tion so that, when fully subscriped, the
regional group holds 60% of the total
capital stock and the non-regional group
40%. Members' subscriptions reached UA
21.79 billion, that is 99.63% of ihe capital
stock.

The capital stock is composed of paid-up
and callable capital. The paid-up capital is
the amount of capital payable cver a period
determined by the relevant General Capital
Increase (10 years for the fourth General
Capital Increase and 8 years for the fifth
General Capital Increase). The paid-in capi-
tal, which represents the portion of paid-up
capital that has been actually paid, reached
UA 2.31 billion. As of December 31, 2008,
the Bank's callable capital was UA 19.44
billion of which UA 5.63 billion was from
countries rated double-A and higher. The
callable capital is subject to payment as
and when required by the Bank to meet its
obligations incurred, (a) by making or par-
ticipating in direct loans out of funds bor-
rowed or otherwise acquired by the Bank
for inclusion in its ordinary capital resources
or in special resources; or (b) by guarantee-
ing in whale or in part, loans made by other
entities. It is a protection of the Bank’s
creditors and holders of Bank's guarantees
in the event that it is not able to meet its
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financial obligations. There has never been
a cal! on the capital of the Bank.

In accordance with the Shares Transfer
Rules, shares for which payments have
become due and remain outstanding are
forfeited after a prescribed period and
offered for subscription to member coun-
tries. Unsubscribed capital amounts to UA
75.46 million and comprises shares to be
made available for reallocation as well as
shares held by the former Social Republic
of Yugoslavia. The fifth General Capital
Increase {GCI-V) became effective in 1999.
A member country’s payment of the first
GCI-V installment triggers the subscription
to the entire callable capital portion of
shares allocated to it. However, shares rep-
resenting the paid-up portion of subscrip-
tions are issued only as and when the Bank
receives actual payments for such shares.

The position of capital subscriptions
at December 31, 2006 is shown in the
Statement of Subscriptions to the Capital
Stock and Voting Power, which forms part
of the audited Financial Statements of this
Report.

Bank Rating

The rating agencies Standard & Poor's,
Maody’s, Fitch Ratings, and the Japan Credit
Rating Agency reaffirmed their AAA and AA+
rating of the African Development Bank's
senior and subordinated debt respectively,
with a stable outlook. Their rating reflects
the Bank's strong membership support,
its preferred creditor status, sound capital
adequacy and prudent financial manage-
ment and policies.

Capital Markets Operations

The very high credit ratings enjoyed by
the Bank enable it to issue securities at
low interest -ates. Its borrowing activities
are guided by client and cashflow require-
ments, assets and liability management
goals, and risk management policies.

In order to support these borrowing activi-
ties, the Bank has available for its use an
array of instruments to access the inter-
national capital markets. These include a
Global Debt Issuance Facility and a Euro
Commercial Paper Program. These pro-
grams are flexible documentation {acilities
allowing convenient and continuous issu-
ance, giving access to a large investor base
in a wide range of capital markets.

As at December 31, 2006, the borrowing
portfolio of the Bank stood at UA 5.87 bil-
lion. The Bank is well within its debt policy
limits. The key debt ratios are as follows:

+ Total debt/total callable capital
{max 80 percent): 30.20 percent

= Senior debt/non-borrowing members’
callable capiial {max 80 percent);
60.69 percent

For the year 2006, the ADB Board of
Directors had approved in January 2006 a
borrowing pregram of up to UA 850 mil-
lion including a UA 70 million component
{or the Enhanced Private Sector Assistance
for Africa Initiative (EPSA}. The Bank raised
UA 731 million at a weighted average cost
of 6-month US Dollar LIBOR minus 24.7
basis points through transactions in the US
Dollar global bond market and Australian




Dollar domestic market, Africar currencies
in Euro-markets, private placement market
in lapan and Uridashi market.

While the Bank made its annual appear
ance in October 2006 in the global bond
market with a finely-priced and well-dis-
tributed USD 500 million transaction, the
bond issue in Australian Dollar domestic
market {"kangaroo” market) in February
2006 was a debut issue for the Bank. The
Bank also raised funds through small-sized
structured transactions to take advantage
of attractive funding opportunities in the
Japanese private placement market. The
private placement activity in Japan was
complemented through three Uridashi
transactions targeted at the Bank’s retail
Japanese investor base.

The Bank continues to focus its efforts
on the possibility of issuance in African
currencies. Following the success of the
Botswana Pula issue in December 2005,
the Bank launched the first-ever Tanzanian
Shilling-linked bond issue by a suprana-
tional in February 2006. Subsequently, in
October 2006, the Bank launched the first
bond ever issued by a supranational that is
denominated in Ghanaian Cedi. The bond
matures on October 19, 2008. Both trans-
actions attracted participation by global
institutional investors.

These hond issues represent important
milestones that reinforce the Bank's strate-
gy of bringing visibility to the opportunities
that African capital markets, and African
currencies, offer to local and international
investors.

Consistent with the expectation of many
regional member countries that the Bank
issue bonds in their domestic markets and
utilize the proceeds from such bond issues
predominantly for development-related
lending in their own countries, the Bank
has taken a major step in creating a policy
framework that provides the basis for the

Bank to designate African currencies as
lending currencies of the Bank, subject to
necessary supply-demand and risk man-
agement safeguards. As a next step, the
Bank is currently examining the feasibility
of cost-effective issuance in domestic bond
markets in Africa.

Investments

The Bark's cash and treasury investments
(net of repurchase agreements) as of
December 31, 2006 totaled UA 5,344.86
million, compared to UA 4,758.43 million at
the end of 2005. Investment income for 2006
amounted to UA 213.82 million, or a return
of 4.22 percent on an average liquidity of UA
5.06 billion, compared to UA 155.38 million
in 2005, or a returr of 3.36 percent, on an
average liquidity of UA 4.63 billion.

Effective January 1, 2007, the ADB's liquid
assets were tranched into 3 portfolios,
namely operational porifolio, prudential
portfalio, and equity-backed portfolio, each
with a different benchmark that reflects the
cashflow and risk profile of its assets and
funding sources. These benchmarks are
one-month LIBID for the operational portfo-
lio, and 6-month marked-to-market LIBOR,
resetting on February 1 and August 1 for
the prudential portfolio. The equity-backed
portfolio is managed against & repricing
profile benchmark with 10 percent of the
Bank's net assets repricing uniformly over
a period of 10 years.

Loan Portfolio

Cumulative loans signed, net of cancella-
tions, as at December 31, 2006 amounted
to UA 18.09 tillion. Total outstanding loans,
as at December 31, 2006 was UA 5.29 bil-
lion, UA 221 million lower than the UA 5.51
billion outstanding as at the end of 2005.
This decrease was attributable primarily to
prepayments during the year amounting to
UA 298.14 million. Undisbursed bafances
at December 31, 2006 totaled UA 2.03
billion, an increase of UA 173,09 million
from December 31, 2005. The number of
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Loan Qutstanding,

December 31,
2006 (percentages)
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active signed loans stood at 295. Also, at
December 31, 2006, 507 loans amounting
to UA 7.34 hillion had been fully repaid. A
breakdown of the loan portfolio by product
type is presented above.

Disbursements

Disbursements on Bank Ioans decreased
from UA 595.35 millien in 2005 to UA
548.44 million, representing a decrease
of 7.88 percent. At December 31, 20086,
cumulative disbursements (including pri-
vate sector loans) amounted to UA 15.96
billion. At December 31, 2006, 734 loans
were fully disbursed for a total amount of

Undisbursed Balances, |
December 31, 2006
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UA 14.92 billion, representing 93.48 per-
cent of cumulative disbursements.

Financial Products

Loans. The Bank offers 3 loan products:
variable, floating, and fixed interest rate
loans with a selection of loan currencies,
currently, US Dollars, Euro, Japanese Yen,
and South Africa Rand. To suit the long-
term financing needs of borrowers, loans
have a maximum maturity of 20 years,
including a grace pericd on the repayment
of the principal amount, generally not
exceeding 5 years.

For the single currency variable interest rate
loan, the lending rate is determined twice a
year, on January 1 and July 1, and is based
on the Bank's average cost of a designated
pool of borrowings funding the loans in
the specific currency. The lending rate for
the floating interest rate loan is derived
from the 6-month market reference rate in
the specific currency, for example, LIBOR,
EURIBOR, or JIBAR. The lending rate is reset
on February 1 and August 1 each year and
applies to the 6-month period following
the reset date. For the fixed interest rate
loan, the lending rate in each currency is
the fixed amortizing swap rate derived
from the &-month market reference rates.
Barrowers may select from a number of
rate-fixing alternatives, including fixing at
each disbursement or after all disburse-
ments have been completed. Prior teo rate
fixing, the currency-specific floating interest
rate applies.

The pricing formula applicable to all 3 loan
products is the same. The applicable rate of
interest is the sum of the chosen base rate
plus a lending spread. Loans to sovereign
and sovereign-guaranteed barrowers enjoy
a lending spread of 4Q basis peints above
the 6-month market reference rate. For non-
sovereign guaranteed borrowers in both
the private and public sector, the lending
spread is computed based on the Bank’s
risk-based pricing framewaork.
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Agency Lines. Loans to private sector
enterprises can be extended directly or
through a private financial institution (PFI}.
In an agency line {AL), the credit risk of the
borrower is borne by the Bank. In addition,
the PFl acts as an agent for the Bank, to
carry out a variety of activities, inciuding,
but not limited to, identifying projects
within certain parameters; appraising such
projects on behalf of the Bank; when
approved, undertaking all of the admin-
istrative steps related to dishursement
{billing, collection of Bank’s funds, filing of
security); supervising projects, monitoring
the performance of the borrower, sub-
mitting reports thereon; and transmitting
amounts related to the repayment of the
loan to the Bank.

Guarantees. Through the guarantee
product, the Bank seeks to leverage its
preferred creditor status to assist eligible
borrowers to obtain financing from third
party lenders, including capital markets.
Guarantees will also enable borrowers to
obtain financing in their own local currency
where the Bank is not able to provide such
financing directly from its own resources.

Risk Management Products are
offered to enable borrowers to manage
the market risks associated with their loans
from the Bank, including interest rate, cur-
rency, and commodity price risks. These
products assist borrowers to manage their
balance sheets and their changing needs
more efficiently over time. Risk manage-
ment products such as interest rate swaps,
Currency swaps, interest rate caps and cal-
lars are available to borrowers at any time
during the life of the loan.

Equity Participation or Quasi-
Equity Products. The Bank’s ability to
provide risk capital through equity invest-
ments is a key element of its resource mobi-
lization role. Even though the Bank cannot
be a majority sharehoider in a company,
it can participate in a project by acquir-

ing ordinary stacks, redeemable preferred
stocks, or debentures.

Other Financial Services. In addi-
tion to the products described above,
the Bank may offer loan syndication and
underwriting services through its private
sector window.

Risk Management
Policies and Processes

As a development finance institution, the
Adrican Development Bank seeks o reduce
its exposure to risks that are not essential
to its core business of providing develop-
ment finance and related assistance. To
this end, the Bank has adapted its risk
management policies, guidelines and proc-
esses to reduce exposure to interest rate,
currency, liquidity, counterparty, legal, and
other aperatianal risks, while maximizing
its capacity 0 assume the risks of extend-
ing credit to its public and private sector
clients within its approved risk limits.

Credit Risk

Credit risk, the patential default of one or
more debtars, is the largest source of risk
for the African Development Bank and is
managed within an integrated framework of
credit policies, guidelines and processes. The
foundation of the Bank's credit management
framework is a systematic credit risk assess-
ment based an a uniform internal credit risk
rating scale that is calibrated to reflect the
Bank's statistical loss expectations.

The Bank manages three principal sources
of credit risk: 1) sovereign credit risk on its
public sector portfolic; 2) non-sovereign credit
risk an its portfolio of private sector, non-
sovereign and enclave prajects; and 3) coun-
terparty cred:t risk on its portfolio of treasury
investments and derivative instruments.

Sovereign Credit Risk
When the Bank lends to public sector bor-
rawers, it generally requires a full sovereign




guarantee or the equivalent from the bor-
rawing member state. Consequently, the
expected loss rate on the Bank's public
sector portfolio is derived from regular
assessments of the ultimate collectibility
risk of the sovereign quarantees from the
Borrowing Member States. The credit risk
ratings of the Bank’s Borrowing Member
States are updated quarterly by the credit
management division.

In 2006, the overall risk profile of the Bank's
sovereign guaranteed portfolio improved
significantly, mainly due to the combined
effect of improvement in the weighted aver-
age credit rating of the regional member
countries and the increased Bank's exposure
to high graded countries.

The portfolio’s weighted-average risk rat-
ing showed a marginal strengthening from
3.15 at the end of 2005 to 2.93 at the end
of 2006. The distribution of the sovereign
portfolio across the Bank's five credit risk
classes is shown in the table below.

To ensure adequate diversification, the Bank
maintains a prudent distribution of its sov-
ereign guaranteed portfolio through its
exposure management policies. For each
eligible public sector borrower, the Bank
applies an exposure limit that reflects the
country’s risk rating and its economic poten-
tial subject to a maximum loan equivalent
exposure for any single country that is no
more than 15% of the Bank's maximum
sustainable portfolio. The country exposure
limits are reviewed annually and are used as
a risk-based benchmark to plan the Bank's
medium-term country assistance strategies.

It is the Bank’s policy that if a payment of
principal, interest or other charges with
respect to any Bank Group credit becomes
30 days overdue, no new loans to that
member country, or to any public sector
borrower in that country, will be presented
to the Board of Directors for approval, nor
will any previously approved loan be signed,
until all arrears are cleared. Further, for such
countries, disbursemenis on all loans to or

Internal Credit Risk Rating Scale

Risk Rating Range of Expected

Losses'

1-29%
23%
3.5%
712%
12:20%
2040%
40-60%
60-80%
80-100%
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Risk Class International
Equivalent
Very Low Risk A-BBB
tow Risk B
Moderate Risk B
High Risk ccc
Very High Risk <CCC
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guaranteed by that member country are sus-
pended until all overdue amounts have been
paid. These countries also become ineligible
in the subsequent billing period for a waiver
of 0.50% on the commitment fees charged
on qualifying undisbursed ADB loans.

Although the Bank benefits from the advan-
tages of preferred creditor status and rigor-
ously monitor the exposure on non-perform-
ing sovereign borrowers, some countries
have experienced difficulties to service their
debts to the Bank on a timely basis. With
the adoption of the revised International
Financial Reporting Standards (IFRS} from
2005, the Bank no longer makes general
provisions for performing loans, In line with
the IFRS norms, the Bank makes a provision
far the impairment? in its sovereign portfalio
commensurate with the assessment of the
incurred loss in the cumulative portfolio. The
Bank's impairment allowance of UA 436.77
million {2005: UA 392.37 million) is consistent
with the estimated incurred loss associated
with impaired loans at the erd of 2006.

To cover potential unexpected credit-relat-
ed losses due to extreme and unpredict-
able events, the Bank maintains a con-
servative risk capital cushion far sovereign
credit risks. The Bank's capital adequacy
policy articulates differentiated risk capital
reguirements for all credit-sensitive assets
(loans and equity investments) plus contin-
gent liabilities {quarantees and client risk
management products) in each risk class®,
At the end of 20086, the Bank's public sec-
tor portfolio required as risk capital, 41%
of the Bank's total capital®. This compares
with 45% at the end of 2005 and reflects
the changes in the composition of the
sovereign portfolio,

'The expected loss concept applies only to the non-sovereign exposure.

2The maximum sustainable portfolio is the largest outstanding pertfolio that can be supportad by the current level of risk capital applying the Bank's capital adequacy policy.

IA loan is considered to be impaired when the borrower is observed to experience difficulties in servicing the debt in a timely manner.

*Reflecting its higher risk operating environment and unavoidable portfolio concentrations, the Bank requires risk capital backing that is three to ten times more
conservative than BIS commercial banking standards. Very low risk = 25%, low risk = 28%, moderate risk = 35%, high risk = 50%, very high risk = 75%, and equity

investments = 100%.

$The Bank defines risk capital source as the sum of paid-in capital plus accumulated reserves net of translation adjustments. The Bank does not include callable capital

in its computation of risk capital.
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Risk Profile of the Qutstanding Sovereign Guaranteed Loan Portfolio*

Very Low Risk
2006 28%
2005 26%
2004 28%
2003 25%
2002 21%
2001 20%
2000 19%

1999 18%

* Includes impaired charges receivable, net of impairment allowances.

Non-Sovereign Credit Risk

When the Bank lends to private sector bor-
rowers or to enclave projects it does not
benefit from full sovereign guarantees or
the equivalent. The Bank may also provide
financing to creditworthy commercially ori-
ented entities that are publicly owned, with-
out a sovereign guarantee. Consequently,

* the expected loss rate on its non-sovereign

portfolio is derived from the assessment of
the uliimate callectibility risk of each project
loan including any security or guarantees.
The credit management division assigns
a credit risk rating for all new projects at
entry and the risk ratings on all outstanding
projects are updated quarterly.

In 2006, the nan-sovereign loan and equity
portfolios size increases. By year-end, the
weighied-average risk rating deteriorated
marginally from 3.12 in 2005 to 3.52 in
2006. The distribution of the non-sovereign

Risk Profile of the Outstanding Non-Sovereign Loan and Equity Portfolio

Very Low Risk
2006 16%
2005 14%
2004 15%
2003 0%
2002 19%
2001 0%
2000 0%
1999 0%
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Low Risk Moderate Risk
35% 10%
26% 18%
28% 21%
32% 21%
35% 23%
37% 30%
26% 42%
32% 37%

portfolio across the Bank's five credit risk
classes is shown in the table below.

To ensure a prudent distribution of its
non-sovereign portfolio, the Bank manages
iis lending activities within a framework
of country, sector, client, and instrument
exposure limits and risk profite benchmarks.
In addition, the Bank generally requires a
range of securities and guarantees from the
project sponsors to partially mitigate the
credit risk for direct private sector loans.

In compliance with the revised IFRS, the
Bank na longer makes general provisions
to cover the expected losses in the per-
forming non-sovereign portfolio. For the
non-performing portfolio, the Bank makes
a specific provision based on an assess-
ment of the credit impairment, or incurred
loss, on each loan. At the end of 2006, the
impairment allowance to cover the incurred

Low Risk Moderate Risk
15% 52%
20% 56%
14% 55%
20% 62%

0% 58%
0% 57%
0% 68%
0% 56%

High Risk. Very High Risk
17% 10%
7% 13%
1% 12%
16% 6%
13% 8%
6% 7%
3% 10%
4% S%

loss on impaired loans in the non-sovereign
portfolio decreased to UA 15.40 million
as a comparison to UA 16.10 million in
2005.

In addition to lending, the Bank may make
equity investinents in private sector projects,
either directly or through investment funds.
To the extent possible, equity investments
are carried at fair value. In cases where an
equity investment that is not fair valued
is assessed as potentially non-performing,
the Bank may make a provision based
on accepted impairment tests measured
against the Bank's carrying cost. At the end
of 2006, the average provisioning rate for
equity investments in private sector was
equivalent to 6.24% of the outstanding
equity porifolio.

To cover potentia! unexpected credit related
losses due ta extreme and unpredictable

High Risk Very High Risk
6% 1%
% 3%
10% 6%
10% 8%
18% 5%
26% 17%
1% 21%
8% 36%




events, the Bank maintains a conservative
risk capital cushion for non-sovereign credit
risks. At the end of 2006, the Bank's non-
sovereign portfolio required as risk capital
approximately 3.5% of the Bank’s total
on-balance sheet risk capital sources, largely
unchanged from the level at the end of 2005,
This was still well below the limit of 20%
for total non-sovereign operations.

Counterparty Credit Risk

In the nermal course of its business, the Bank
utilizes various financial instruments to meet
the needs of its borrowers, to manage its
exposure to fluctuations in market interest
and currency rates, and to temporarily invest
its liguidity prior to disbursement. All of these
financial instruments involve, to varying
degrees, the risk that the counterparty in
the transaction may be unable to meet its
obligation to the Bank.

Reflecting a preference for minimizing
exposure to counterparty credit risk, the
Bank maintains eligibility criteria that limit
the Bank’s financial operations to coun-
terparties with the very best credit ratings.
For example, the minimum rating of coun-
terparties for non collateralized deriva-
tive instruments is AA- or the equivalent,
while in 2006, the Bank enabled derivative
counterparties with a rating of no less than
A-, but only when any material transaction
exposure is fully collateralized.

In addition to these stringent rating stand-

AAA
2006 56%

2005 s6%

2004 62%

2003 | 6%
2002 68%

2001 56%

2000 52%

1999 W%

Credit Risk Profile of the Investment and Derivative Portfolios

ards, the Bank operates a framework of
exposure limits based on the counterparty
credit rating and size subject to a maximum
of 8% of the Bank’s total risk capital for
any single counterparty. Individual coun-
terparty credit exposures are aggregated
across all instruments using the Bank for
International Settlements (BIS) potential
future exposure methodclogy and mani-
tored regularly against the Bank's credit
limits after considering the benefits of any
collateral. As a rule, the Bank executes
an ISDA master agreement and netting
agreement with its derivative counterpar-
ties prior to undertaking any transactions.
As shown below, the estimated potential
counterparty credit exposure of the invest-
ment and derivative partfolios continues to
be predominantly AA or higher.

To cover potential unexpected credit losses
due to extreme and unpredictable events,
the Bank maintains a conservative risk capi-
tal cushion for counterparty credit risks as
per the current BIS standards. At the end of
2006, the Bank's counterparty credit portfo-
lio including all investments and derivative
instruments required as risk capital just over
2.2% of the Bank's total on-balance sheet
risk capital sources. This is @ minor change
from 1.9% in 2005.

Liquidity Risk

As a long-term development lender, the
Bank holds sufficient Jiquid assets to secure
the continuity of normal operations even in

AA

3%
36%

3%
27%
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the unlikely event that it is unable to obtain
fresh resources from the capital markets for
an extended period of time. To achieve this
objective, the Bank computes a prudential
minimum level of liquidity based on the
projected net cash requirement for a rolfing
one-year period. The prudential minimum
level of liquidity is updated quarterly and
includes all potential debt service pay-
ments due to early redemption of swaps
and horrowings with embedded options.
To enable the Bank to take advantage of
low-cost funding opportunities as they
arise, the Bank's policy permits a judicious
increase of liquid resources where there is
an economic benefit. Throughout 2006, the
level of liquid assets remained well above
the minimum prescribed by the Bank's

liquidity policy.

To strike the optimal balance between
generating adequate investment returns
and holding securities that can be easily
sold for cash, if required, the Bank divides
its investment portfolic into tranches with
different liquidity objectives and bench-
marks, The Bank’s core liquidity portfolio is
invested in relatively liquid securities that
can be readily sold, if required. In addition
to the core portfolio, the Bank maintains a
second tranche of liquidity that is always
invested in the most highly liquid securities
10 cover its expected operational cash flow
needs. Probable redemptions of swaps and
borrowings with embedded options are
inctuded in the computation of the size of

A _Othgr_

5% % ‘
8% 0%
2% ) 0% '
6% R
E N o
3% I " S
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the operationa! tranche of liquidity. A third
tranche of liquidity, which is funded by the
Bank’s equity resources, is held in a port-
folig of fixed income securities designated
as “held-tg-maturity” investments (HTM).
Only HEM investments with a remaining
maturity of one year or less are considered
as liquid investments against the Bank's
minimum liquidity requirements.

Currency Risk

The agreement establishing the Bank explic-
itly prohibits it from taking direct currency
exchange exposures by requiring liabilities
in any one currency {after swap activities)
to be matched with assets in the same cur-
rency. This is achieved primarily by holding
or lending the proceeds of its borrowings
in the same currencies in which they were
borrowed (after swap activities). To avoid
creating new currency mismatches, the
Bank requires its borrowers to service their
loans in the currencies disbursed®.

Because a large part of its balance sheet
is funded by equity resources, which are
denominated in Units of Account (equiva-
lent to the SDR), the Bank has a net asset
position that is potentially exposed to
translation risk when currency exchange
rates fluctuate. The Bank's policy is to
minimize the potential fluctuation of the
value of its net worth measured in Units
of Account by matching, to the extent pos-
sible, the currency composition of its net
assets with the currency basket of the SDR.
In line with this policy, throughout 2006
the Bank's currency alignment was adjust-
ed within a tight band of the risk-neutral
position in each of the currencies mak-
ing up the SDR compasition. The revised
International Monetary Fund’s (IMF) SDR
basket took effect from January 1, 2006.
In keeping with the Bank's currency risk
management palicy, currency transactions
were carried out in early 2006 to realign

the net assets to the revised SDR basket.
During 2006, despite sharp movements in
the values of the major currencies during
the year, the Bank registered only a minor
change in translation adjustments of less
than 0.25% of net assats.

The distribution of the currencies of the
Bank's recurring administrative expen-
ditures shows a high concentration of
expenses in Euros, USD and Tunisian Dinar.
For 2006, the Bank's strategy of purchas-
ing currencies in the forward market to
cover the estimated currency composition
of expenses during the year mitigated the
unfavorable impact of those currencies
movernents during the year.

Interest Rate Risk

The Bank's exposure to interest rate risk
can he traced to two principal sources;
1) the interest rate sensitivity of the net
interest margin between the rate the Bank
eamns on its assets and the cost of the
borrowings funding those assets; and 2)
the interest rate sensitivity of the inter-
est margin the Bank earns on the assets
funded by its equity resources. The Bank’s
principal interest rate risk management
objective is to generate a stable overall
net interest margin’. It is understood that
as an inevitable part of managing interest
rate risk, the strategies that would help to
stabilize the Bank's net interest margin on
the longer duration equity backed portfolio
would often lead to increased volatility of
the economic value of the Bank's equity on
a mark-to-market basis.

Assets Funded By Debt

Over half of the Bank's interest-rate-sensi-
tive assets are funded by debt. The Bank
seeks 1o generate a stable net interest mar-
gin on assets funded by debt by matching
the interest rate characteristics of each class
of assets with those of the corresponding
liabilities.

In 1990, the Bank began offering "vari-
abfe rate loans” whose interest rate resets
semi-annually based on the average cost of
a dedicated poal of the Bank's borrawings.
These pools are funded with a mix of fixed
rate and floating rate borrowings to provide
borrowers with broadly stable interest rates
that gradually track changes in market inter-
est rates. Th2 cost of funds pass-through
formulation, incorporated in the lending rates
charged on the Bank’s pool-based loans, has
traditionally helped to minimize the interest
rate sensitivity of the net interest margin
on this part of its loan portfolio. In view of
declining dermand for this product in favor
of market-based loans, the Bank is carefully
managing tha gradual winding down of the
designated funding pools.

The Bank also offers fixed and floating
rate loans whose interest rate is directly
linked to market interest rates. For the
market-based loan products, the Bank's net
interest margin is preserved by using swaps
to align the interest rate sensitivity of the
foans with that of the Bank’s underlying
funding {six-month Libor floating rate). The
Bank may also provide borrowers with risk
management products such as swaps to
modify the currency and interest rate terms
of its market-based loan products. Although
it prefers to ratain the credit risks, the Bank
safeguards the intermediation fee it earns
on risk management products by simulta-
neously laying off the market risks with an
approved derivative counterparty.

For the portfolio of liquid assets funded by
borrowings, the Bank protects its net inter-
est margin by managing its investments
within duration mismatch limits around
benchmarks hat replicate the interest rate
characteristics of the underlying funding
for each po-tfolio tranche. The portfolio
of liquid assets funded by borrowings

7o facilitate loan repayment for its borrowers that may not have easy access to centain currencies, the Bank provides currency exchange services on an agency basis.
A net interest margin that is not overly sensitive to sharp changes in market interest rates yet adequately responsive to general market trends,
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is currently divided into two tranches to
reflect the different business purposes and
underlying funding. The core part of the
investment portfolio is held to comply with
the Bank’s liquidity policy and uses a six-
month Libor floating rate benchmark. The
operational liquidity portfolio is managed
to meet projected operational cash flow
needs and uses a one-month Libor floating
rate benchmark.

The Bank diversifies the sources of its fund-
ing by issuing debt in a variety of markets
and instruments. Unless fixed rate funding
is required for one of its pool-based loan
products, the Bank protects its net interest
margin by simultaneously swapping all new
borrowings into floating rates in one of
the Bank’s active currencies on a standard
six-month Libor rate reference. Where the
Bank issues debt with embedded options,
the Bank simultaneously enters into a
swap with matching terms to synthetically
create the desired six-month Libor-based
floating rate funding. For risk management
purposes, callable funding is considered
as one alternative to issuing short-term
debt such as Euro Commercial Paper. The
Bank manages refinancing risk by limiting
the amount of debt that will mature or is
potentially callable within one year to 25%
of the outstanding debt portfolio.

Assets Funded by Equity

The second principal source of interest rate
risk is the interest rate sensitivity of the
income earned from funding a significant por-
tion of the Bank’s assets with equity resources.
Changes in market interest rates in the cur-
rencies of the Bank's equity resources {the
SDR} affect the net interest margin eamed on
assets funded by equity resources. In general,
lower nominal market interest rates result in
lower lending and investment rates, which in
the long-term, reduce the nominal earnings
on the Bank's equity resources.

The Bank manages the inierest rate profile
of the assets funded by equity resources with

the objective of reducing the sensitivity of the
net interest margin to fluctuations in market
interest rates. This is achieved by continu-
ously adjusting the repricing profile of the

“assets funded by the Bank's equity resources

{fixed rate loans and investments} to match
a re-pricing profile benchmark. The Bank’s
re-pricing profile benchmark is a 10-year
ladder whereby a uniform 10% of the Bank's
assets funded by equity re-price in each year.
Using this benchmark, the Bank’s net interest
margin on assets funded by equity tends to
track a ten-year moving average of 10-year
maturity SDR interest rates. At the end of
2006, the Bank’s overall repricing profite was
closely aligned to the benchmark in almost
alt annual buckets. For net assets re-pricing
within one year, the Bank had a manageable
gap relative to the benchmark.

In addition to these two principal sources
of interest rate risk, the Bank is exposed
to prepayment risk on the parts of its loan
portfolio issued before 1997. Although the
Bank is unable to charge a prepayment
penalty on these older loans, in practice
the level of prepayments has generally been
within acceptable levels. In 2003 and 2004,
however, driven by low market interest rates,
contracting credit spreads for emerging mar-
ket barrowers and enhanced debt manage-
ment by several sovereign borrowers, total
loan prepayments increased sharply to UA
471 million and UA 542 million respectively.
In 2005, with the reversal in the market
interest rates, prepayments of pre-1997
loans declined sharply to UA 70 million. For
all market-based loans issued since 1997,
the Bank protects itself from prepayment
risk by linking the prepayment penalty to
the cost of redeploying the funds at cur-
rent market rates. In 2005, prepayments of
market-based floating rate loans amounted
to UA 192 million. While in 2006, the total
prepayment reached UA 298.14 million, of
which 79% were market based loans.

Operational Risk
The Bank, like all financial institutions,

African Develppment Bank Chapter 006

is exposed to many types of operational
risks including all aspects of risk-related
exposure other than those falling within the
scope of credit and market risk including
specifically the risk of loss resulting from
inadequate or failed intemnal processes,
people and systems or from external events
and reputational risk.

In the past, the Bank Group has relied
almost exclusively upon internal controls
within departments, although not necessar-
ily identified as managing operational risk,
for its internal controls and operational risk
management. The evalving best practice is
for specific structures and methods to be
dedicated for managing and coordinating
operational risks. The Internal Control Unit
{ICU) was approved by the AfDB Board of
Directors in 2004 to meet the requirement
of these challenges in line with the evolving
best practices.

Controls and QOperational risks exist and
impact broadly across many aspects of
the Bank with a risk of operational losses
potentially arising in many activities, func-
tions and departments. There are also many
interdependencies among risk factors that
may result in an operational risk loss.

As a first step towards the implementation
of an effective operational risk manage-
ment framework, the ICU commenced the
implementation of the COSO framework
of integrated internal controt in September
2005. The first phase of the implementation,
which focused on controls around financial
reporting, was completed at the end 2006.

Management's report regarding the effective-
ness of internal contrals over external finan-
cial reporting is included in this report.

There are other initiatives or activities in
the other areas of the Bank Group that
are complementing the operational risk
management and controls including:

* Review of Code of Conduct and
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Staff Rules
¢ Fraud and Investigation Unit
¢ Whistleblower Protection Palicy
e Document Retention Policy
« Business Continuity Planning and
Preparedness

Risk Management Process

The processes and procedures by which the
Bank manages its risk profile continually
evolve as its activities change in response to
market, credit, product, and other develop-
ments. The highest level of risk management
is assured by the Bank's Board of Executive
Directars, which is chaired by the President.
fn addition to approving all risk manage-
ment policies, the Executive Directors requ-
|arly review trends in the Bank’s risk profiles
and performance to ensure compliance
with those policies. An independent risk
management team suppaorts the Bank's risk
management process.

The asset and liability management com-
mittee {(ALCO) is the Bank's most senior
martagement forum on risk management
issues. ALCO is chaired by the Vice President,
Finance and meets at least monthly to
perform its oversight role. Among its key
functions, the committee reviews regular
and ad-hoc finance and risk management
reporis and projections, approves strategies
to adjust the balance sheet, and confirms
country and project credit risk ratings and
the assodiated expected/incurred loss esti-
mates. ALCO is supported by seven standing
warking groups that report to the committee
on specific risk management issues. These
waorking groups cover country risk, com-
mercial credit risk, interest rate risk, currency
risk, financial projections, financial products
and services, and operational risk.

Day-to-day operational responsibility for
implementing the Bank's risk management
policies and guidelines is delegated to the
appropriate business units,
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Financiat Results

In 2006, the Bank changed its accounting

treatment for transfers approved by the Board’

of Governors. These transfers, which are made
to organizations, funds and institutions for
purposes congruent with the Bank's mission,
were previously presented as direct reductions
of equity. Under the new accounting treat-
ment, these transfers are treated as grants and
reported as expenses in the Income Statement.
This accounting change is described in greater
detail in Note C to the Bank's audited finan-
cial statements. This accounting change has
been applied retrospectively, resulting in the
restatement of previously published financial
statements. While the accounting change did
not affect the halance of the Bank's reserves
at December 31, 2005 or the Bank’s overall
financial position, it did reduce reported net
income for 2005 from UA 221.32 million
previously published to a restated amount of
UA 77.32 million, reflecting the UA 144.00
million of transters approved by the Board of
Governors in 2005. Since net income is now
a function of distribution decisions, “Income
before transters approved by the Board of
Governors” is separately disclosed on the
income statement, to highlight income from
operations.

The highlights of the Bank’s financial
perfarmance in 2006 include the following;

* Income before transfers approved by the
Board of Governors decreased by 12.33
percent frorm UA 221.32 million in 2005 to
UA 194.03 miltion in 2006. The decrease
is attributable to an increase in provisions
for impairment of loan principal and
charges receivable from a net write-back
of UA 13.85 million in 2005 to a charge
of UA 51.69 million in 2006, as well as a
UA 35.50 million increase in impairment
charges relating to equity investments
primarily caused by a write-down of

the ADB's investment in the ADF, which
was in turn the result of the write-off of
a significant portion of the ADF's loan
portfolio under the Multilateral Debt Relief
Initiative (see note T-2 (iv) to the Bank’s
audited financial statements). These effects
were particlly offset by a UA 55.29 million
increase in unrealized gains on borrow-
ings-related financial instruments.

Loan incomre increased by UA 4.80 million,
or 1.48 percent, in 2006. The increase
in loan income was caused by a higher
lending rate on USD floating rate loans
during 2005. Investment income increased
in 2006 by UA 58.45 million, or 37.62
perceni, as a result of higher average
investment balances and higher yields,
but the increase was mare than offset by
a UA 63.43 million increase in interest and
amortized issuance costs and net interest
on borrowing-related derivatives.

The Bank continues to maintain a strong
risk-bearing capacity. Total reserves plus
accumulated loss provisions on out-
standing loan principal and charges at
December 37, 2006 were UA 2.74 billion,
up from UA 2.66 hillion at December 37,
2005. As a percentage of gross loans
and loan income and charges receivable,
reserves plus loss provisions on loan prin-
cipal and charges increased from 44.73
percent at December 31, 2005 to 47.72
percent at December 31, 2006.

The number of sovereign borrowers in
arrears for six months or more decreased
from 8 at December 31, 2005 to 6 at
December 31, 2006. However, a total
impairment provision of UA 51.69 mil-
lion on loan principal and charges was
recorded during 2008, primarily because
of an increase in the estimated time
in default for a sovereign borrower in
arrears. This loss provision compares to
a net write-back of UA 13.85 million in




2005. The total accumulated pravision
for losses on principal and charges at
December 31, 2006 was UA 436.77
mitlion, which was 7.60 percent of gross
principal and charges receivable at that
date, up ifrom UA 392.38 million at
December 31, 2005, or 6.60 percent of
gross principal and charges receivable.

Administrative expenses, net of reim-
bursement by the ADF and the NTF for
their share of such expenses, decreased
by UA 4.82 million from LA 41.68 million
in 2005 10 UA 36.86 million in 2006, The
decrease was caused by a reduced share
of administrative expenses allocated to
the Bank pursuant to a predetermined
cost-sharing formula among the Bank,
the ADF and the NTF, which is driven
primarily by the relative levels of ceriain
operational volume indicators. Total Bank
group administrative expenses decreased
marginally from UA 155.6% million in
2005 to UA 154.34 million in 2006.

For the past several years, the Bank has
earned levels of net income sufficient to
enable not only the furiher strengthening
of the Bank’s reserves pasition, but also
contributions on behalf of its sharehold-
ers to other development initiatives for
Africa. In 2006, the Board of Governors
approved transfers of UA 139.20 million
to various development initiatives in
Africa. These transfers included UA 67.30
million to the special fund for post-
conflict assistance to the Democratic
Republic of Congo, UA 21.30 million to
the ADF, UA 10.60 million to the Heavily
Indebted Paor Countries (HIPC} initiative,
UA 15.00 million to the Special Relief
Fund, and UA 25.00 miilion to the Post-
Conflict Countries Facility (PCCF}.

As mentioned above, in 2006 the Bank
began expensing transfers approved by the
Board of Governors, rather than recording

them directly in equity. Since these transfers
are a function of distribution decisions
taken by the Board of Governors and are
not operating items, the Bank focuses
on "income before transfers approved by
Board of Governars” as its most relevant
indicator of operating performance.
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AFRICAN DEVELOPMENT BANK GROUP

) , Date: March 30, 2007
Management’'s Report Regarding Effectiveness

of Internal Controls Over External Financial Reporting

The Management of the African Development Bank Group ("The Bank Group”) is responsible for the preparation, fair presentation and overall
integrity of its published financial statements. The financial statements for the African Development Bank and the Nigeria Trust Fund have been
prepared in accordance with tnternational Financial Reporting Standards ("IFRS"} issued by the Internationa! Accounting Standards Board, while
those of the African Development Fund were prepared on a special purpose basis.

The financial statements have been audited by an independent accounting firm that was given unrestricted access to all financial records and
related data, including minutes of all meetings of the Boards of Directors and committees of the Board. Management believes that al: repre-
sentations made to the external auditors during their audit were valid and appropriate. The external auditors’ r2port accompanies the audited
financial statements.

Management is responsible for establishing and mainaining effective internal control over external financial reporting in conformity with the
basis of accounting. The system of internal control contains monitoring mechanisms and actions that are taken o correct deficiencies identified.
Internal controls for external financial reporting are subject to scrutiny and testing by management and internal aucit and are revised as considered
necessary. Management believes that such controls support the integrity and reliability of the financial statemens.

There are inhereni limitations to the effectiveness of any system of internal control, including the possibility of human error and the circumvention
or overriding of controls. Accordingly, an effective internal control system can provide only reasonable, as opposed to absolute, assurance with
respect to financial statements. Furthermore, the effectiveness of an internal control system can change with circumstances.

The Bank Group's Boards of Directors have appointed an Audit and Finance Committee (AUFI) to assist the Boards, among other things, in their
oversight responsibility for the soundness of the Bank Group's accounting policies and practices and the effectiveness of internal controls. AUF,
which is comprised entirely of members of the Board of Directors, oversees the process for the selection of external auditors and makes recom-
mendation for such selection to the Board of Directors who in turn makes recommendation for approval to the Board of Governors. AUFI meets
periodically with management to review and monitor matters of financial, accounting or auditing significance.

The Bank’s assessment of the effectiveness of internal controls was based on the framewark provided by the Committee of Sponsoring Organizations
of the Treadway Commission (COS0). On the basis of the work performed, Management asserts that, as at December 31, 2006, the Bank Group
maintained effective internal controfs over its financial reparting as contained in the Financial Statements for 2006.

The Office of the Auditor General {OAGL) has reviewed the Bank's assessment described above and has concluded that there are no material
weaknesses that could affect the reliability of the 2006 financial statements.

Al W

J—
} - Donald Kaberuka
PRESIDENT
Thiesry de Longuemar Charles Boamah
VICE PRESIDENT, FINANCE CONTROLLER

13, Avenue du Ghana, Angle des Rues Pierre de Coubertin et Hédi Nouira - BP 323 - Tunis Belvédére 1002 - Tunisie
Tel: (216) 71 333 511 Fax: (216) 71 351 933 Email : afdb@afdb.org - Internet ; www.afdb,org
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BALANCE SHEET

AS AT DECEMBER 31, 2006 AND 2005

(UA thousands - Note B)

ASSETS

CASH

DEMAND OBLIGATIONS
INVESTMENTS {Note D}
DERIVATIVE ASSETS {Note E)

NON-NEGOTIABLE INSTRUMENTS
ON ACCOUNT OF CAPITAL (Note F})

ACCOUNTS RECEIVABLE
Accrued income and charges recelvable on leans
Less: Accumulated provision for impairment

Other accounts receivable

LOANS {Note G)
Dishursed and outstanding Yoans
Less: Accumulated provision for impairment

EQUITY PARTICIPATIONS {Note H)
Investment in associate - ADF
Other equity investments

OTHER ASSETS

Property, equipment and intangible assets (Note 1)
Miscellaneous

TOTAL ASSETS

2006 2005
129,329 70,340
3,801 3,801
6,093,361 5,155,053
273,310 285,927
20,383 25,897
455,523 431,468
{222,588) {197,764)
232,935 233,704
368,037 322,676
600,972 556,380
5,290,951 5,512,442
(2 4,180) (194,613)
5,076,771 5,317,829
62,998 97,364
56,121 71,333
1°9,119 168,697
14,241 16,350
713 628
14,954 16,978
12,332,000 11,600,902

The accompanying notes to the financial statements form part of this statement.
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LIABILITIES & EQUITY

ACCOUNTS PAYABLE
Accrued finandial charges
Other accounts payable

SECURITIES SOLD UNDER AGREEMENTS TO
REPURCHASE AND PAYABLE FOR CASH
COLLATERAL RECEIVED (Note D)

DERIVATIVE LIABILITIES {Note E)

BORROWINGS (Note J)
Bosrowings at fair value
Borrowings at amortized cost

EQUITY (Note K)
Capital
Subscriptions paid

Cumulative Exchange Adjustment on Subscriptions

Retained earnings

Fair value gains on available-for-sale equity investments

Total reserves
Total equity

TOTAL LIABILITIES & EQUITY

African Development Bank Chapter cob

2006 2005
328,751 250,404
320,209 247,819
648,960 498,223
/‘
877,833 ! 466,961
481,937 317,245
o
4,823,648 4,604,700
1,046,821 1,335,698
5,870,469 5,940,398
2,303,062 | 2,263,446
(155,742) (151,759)
2,147,320 . 2,111,687
2,305,345 2,257,678
136 8,710
2,305,481 2,266,388
4,452,801 4,378,075
11,600,902

12,332,000
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INCOME STATEMENT
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
(UA thousands - Note B)

OPERATIONAL INCOME & EXPENSES
Income from Joans {Note L)
Income {rom investments and related derivatives (Note L)
Total income from loans and investments

Borrowing expenses {Note M)
Interest and amortized issuance costs
Net interest on borrowing-related derivatives
Unrealized gain/{loss) on fair-valued borrowings and related derivatives
Unrealized gain on derivatives on non fairvalued borrowings and others

Provision for impairment (Note G)
Loan principal
Loan charges
Provision for impairment on equity investments
Translation gains
QOther income
Net operational income

OTHER EXPENSES
Administrative expenses (Note N)
Depreciation - Property, equipment and intangible assets (Note I)
Sundry gainsf{expenses)

Total other expenses

Income before transfers approved by the Board of Governors
Transfers of income approved by the Board of Governors (Notes C &K)

NET INCOME

Restated

{Note C}

2006 2005
329,027 324,230
213,824 155,375
542,851 479,605
(245,413} (218,516}
(35,137 1,399
10,672 (30,773}
21,067 7,219
(22,566) 21,169
(29,120 (7.317)
(34,745} 750
4,101 1,577
23,736 15,725
235,446 270,838
(36.859) (41,675}
{6,233) {7,101)
1,678 (741)
(41,414) (49.517)
194,032 221,321
(139,200} {144,000}
54,832 77,321

The accompanying notes to the financial statements form part of this statement.
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STATEMENT OF RECOGNIZED INCOME AND EXPENSE
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
{UA thousands - Nate B)

{Loss)/gain on available-for-sale investments
Actuarial losses on defined benefit plans

Net {loss}/income recognized directly in equity
Net income for the year

TOTAL RECOGNIZED INCOME FOR THE YEAR

African Devetopment Bank Chapter 006

Restated

{Note C}

2006 2005
(8,574) 6,243
(7.165) (3,785)
(15,739) 2,458
54,832 77,321
39,093 79,779

The accompanying notes to the financial statements form part of this statement.
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STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
(UA thousands - Note B)

CASH FLOWS FROM:

OPERATING ACTIVITIES:

Net income

Adjustmenis to reconcile net income to net cash provided by operating activities:
Depreciation
Provision for loan impairment on loan principal and charges
Unrealized (gains)/losses on investments and related derivatives
Amortization of discount ar premium en held-to-maturity investments
Amortization of borrowing issuance costs
Unrealized (gains)flosses on barrowings
Provision for impairment on equity investments
Translation gains
Share of profits in associate

Net mevements in derivatives

Changes in accrued income on loans

Changes in accrued financial charges

Changes in other receivables and payables

Net cash provided by operating activities

INVESTING, LENDING AND DEVELOPMENT ACTIVITIES:

Bishursemerits on loans

Repayments of loans

Investments maturing after 3 months of acquisition:
Held-to-maturity portfolio
Trading portfolio

Changes in other assets

Equity participations movement

Net cash used in investing, lending and development activities

FINANCING ACTIVITIES:
New issues on borrowings
Repayments on bomowings
Net cash from capital subscriptions
Net cash provided by financing activities
Effect of exchange rate changes on:
Cash and cash equivalents
Increase in cash and cash equivalents
Cash and cash eguivalents at the beginning of the year
Cash and cash equivalents at the end of the year

COMPOSED OF:
Investments maturing within 3 months of acquisition:
Held-to-maturity portfolic
Trading postfolio
Securities sold under agreements to repurchase and payable for cash collateral received
Cash
Cash and cash equivalents at the end of the year

SUPPLEMENTARY DISCLOSURE:

Movement resulting from exchange rates fluctuations:
Loans
Borrowings
Currency swaps

Restated
{Note €)
2006 2005
54,832 77.32
6,233 7100
51,686 (13,853)
{2,638) 7,653
2,814 6,027
2,936 {2,687}
(48,799) 90,647
34,745 {750)
{4,101) {1,577)
{(379) {198)
130,972 (39,863)
(4,877} (22,319)
79,132 68,679
19,412 {91,477
121,968 84,704
(348,440) (595,350}
706,408 713,994
(110,735) (63,070)
(85,443) (134,305)
(4,209) (5,940)
2,919 2,013
{139,500} (82,658)
730701 544,479
{621,486} {541,209}
40,302 52,220
149,557 55,490
{18,150) 2,817
113,875 60,353
592,015 531,662
705,830 592,015
80,075 34,931
1,374,319 953,705
(677,833 {466,961)
129,329 70,340
75,890 592,015
32,776 18,626
{251,558) 186,281
163,523 {134,818)

The accompanying notes to the financial statements form part of this staterment.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

NOTE A - OPERATIONS AND AFFILIATED ORGANIZATIONS

The African Development Bank {ADB or the Bank) is a multilateral development finance institution dedicated to the economic and social
progress of its regional member states. The Bank finances development projects and programs in its regional member states, typically
in co-operation with other national or international developmeni institutions. In furtherance of this objective, the Bank participates in
the selection, study and preparation of projects contsibuting to such development and, where necessary, provides technical assistance.
The Bank also promotes investments of public and private capital in projects and programs designed to contribute to the economic and
social progress of the regional member states. The activities of the Bank are complemented by those of the African Development Fund
{ADF or the Fund), which was established by the Bank and certain countries; and the Nigeria Trust Fund (NTF), which is a special fund
administered by the Bank. Notably, the ADB, ADF, and NTF each have separate and distinct assets and liabilities. There is no recourse o
the ADB for obligations in respect of any of the ADF or NTF liabilities. The ADF was established to assist the Bank in contributing to the
economic and social development of the Bank'’s regional members, to promote co-operation and increased international trade particularty
among the Bank's members, and to provide financing on concessional terms for such purposes.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Bank's financial statements are prepared in accordance with Interational Financial Reporting Standards (IFRS} promulgated by the
International Accounting Standards Board. The financial siaiements have been prepared under the histarical cost conveniion except for
certain financial assets and financial liabilities that are carried at fair valye.

The significant accounting policies employed by the Bank are summarized below.

Revenue recognition

Interest income is accrued on & time basis and recognized based on the effective interest rate for the time such instrument is outstanding
and held by the Bank. The effective interest rate is the rate that discounts the estimated future cash flows through the expected life of
the financial asset to the asset’s net carrying amount.

Income from investments includes realized and unrealized gains and losses on trading financial instruments.
Dividends relating to investments in equity are recognized when the Bank’s right to receive payment is established.

Functional and presentation currencies

Although the Bank conducts its operations in the currencies of its member countries, as a result of the application of 1AS 21 revised, “The
Effects of Changes in Fareign Exchange Rates”, the Bank prospectively changed its functionai currency from the currencies of all its member
countries to the Unit of Account {UA} effective January 1, 2005. The UA is also the currency in which the financial statements are presented.
The value of the Unit of Account is defined in Article 5.1 {b) of the Agreement Establishing the Bank (the Agreement) as equivalent to one
Special Drawing Right {SDR) of the International Monetary Fund (IMF) or any unit adopted for the same purpose by the IMF.

Currency translation

Income and expenses are translated to UA at the rates prevailing on the date of the transaction. Monetary assets and liabilities are
translated into UA at rates prevailing at the balance sheet date, Non-monetary assets and liabilities are translated into UA at historical rates.
Translation differences are included in the determination of net income. Capital subscriptions are recorded in UA ai the rates prevailing
at the time of receipt. The translation difference relating to payments of capital subscriptions is reported in the financial statements
as the Cumulative Exchange Adjustment on Subscriptions (CEAS). This is composed of the difference between the UA amount at the
predetermined rate and the UA amount using the rate at the time of receipt. When currencies are converted into other currencies, the
tesulting gains or losses are included in the determination of net income.
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Member Countries’ Subscriptions

Although the Agreement establishing the ADB allows for a member country to withdraw from the Bank, no member has ever withdrawn
its membership voluntarily, nor has any indicated to the Bank that it intends to do so. Moreaver, there is a significant financial disincentive
to withdrawing membership. The stability in the membership reflects the fact that the members are independent African and non-African
countries, and that the purpose of the Bank is to contribute to the sustainable economic development and social progress of its regional
member countries individually and jointly.

In the unlikely evens of a withdrawal by a member, the Bank shall arrange for the repurchase of the former member’s shares. The Bank
may partially or fully offset amounts due for shares purchased against the member’s liabilities on loans and guarantees due to the Bank.
The repurchase price of the shares is the value shown by the books of the Bank on the date the country ceases to be a membey, hereafter
referred to as “the termination date”. The farmer member would remain lizble for direct obligations and contingent liabilities to the Bank
for so long as any parts of the loans or guarantees contracted before the termination date are outstanding.

Were a member to withdraw, the Bank may set the dates in respect of payments for shares repurchased. If, for example, paying a former
member would have adverse consequences for the Bank’s financial position, the Bank could defer payment until the risk had passed, and
indefinitely if appropriate. Further, shares that become unsubscribed for any reason may be offered by the Bank for purchase by eligible
member countries, based on the share transfer rules approved by the Board of Governors. In any event, no payments shall be made
until six months after the termination date. If the Bank were to terminate its operations within six months of the termination date, all
liabilities of the Bank would first be settled out of the assets of the Bank and then, if necessary, out of members’ callable capital, before
any distribution could be made to any member country, including the withdrawing member.

If at a date subsequent to the termination date, it becomes evident that fosses may not have been sufficiently taken into account when
the repurchase price was determined, the former member may be required to pay, on demand, the amount by which the repurchase price
of the shares would have been reduced had the losses been taken inte account when the repurchase price was determined. In addition,
the former member remains liabte on any call, subsequent to the termination date, for unpaid subscripticns, to the extent that it would
have been required to respond if the impairment of capital had occurred and the call had been made at the time the repurchase price
of its shares was determined. :

Employee henefits

1) Pension obligations

The Bank operates a contributory defined benefit pension plan for its employees. The Staff Retirement Plan (SRP) provides benefit
payments to participants upon retirement. A defined benefit plan is a pension plan that defines an amount of pension benefit that an
employee will receive on retirement, usually dependent on one or more factors such as age, years of service and compensation. An
actuarial valuation of the cost of providing benefits for the SRP is determined using the Projected Unit Credit Method. Upon reaching
retirement age, pension is calculated based on the average remuneration for the final three years of pensionable service and the pen-
sion is subject to annual inflationary adjusiments. Actuarial gains and losses are recognized immediately in retained earnings in the year
they occur. Past service cost is recognized immediately to the extent that benefits are already vested, and otherwise, is amortized on a
straight-line basis over the average period until the benefits become vested. The pension liability is recognized as part of other accounts
payable in the balance sheet. The liability represents the present value of the Bank's defined benefit obligations, net of the fair value of
plan assets and unrecognized actuarial gains and losses.

2) Post-employment medical benefits

The Bank operates a contributory defined Medical Benefit Plan (MBP), which provides post-employment healthcare benefits to eligible
former staff, including retirees. Membership of the MBP includes both staff and retirees of the Bank. The entitlement to the post-retirement
healthcare benefit is usually conditional on the employee remaining in service up to retirement age and the completion of a minimum
service period. The expected costs of these benefits derive from contributions from plan members as well as the Bank and are accrued
over the period of employment and during retirement. Contributions by the Bank to the MBP are charged to expenses and included in
the statement of income and expenses. The MBP Board, an independent Board created by the Bank, determines the adequacy of the
contributions and is authorized to recommend changes to the contribution rates of both the Bank and plan members.
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Financial instruments
Financial assets and financiat liabilities are recognized on the Bank’s balance sheet when the Bank assumes related contractual rights
or obligations.

1) Financial assets

The Bank classifies its financial assets in the following categories: financial assets at fair value through profit or loss; loans and receivables;
held-to-maturity investmenis; and available-for-sale financial assets. Management determines the classification of its investments at
initial recognition.

i} Financial assets at fair value through profit or foss
All trading assets are carried at fair value through the income statement. The investments in the trading portfolio are acquired
principally for the purpose of selling in the short term. Derivatives are also categorized as held-for-trading.

i} Loans and receivables
The Bank has classified demand obligations, accrued income and receivables from loans and investments and other sundry amounts
as receivables. Loans and receivables are non-derivative financiat assets with fixed or determinable payments that are not quoted in
an active market. They arise when the Bank provides money, goods or services directly to a debtor with no intention of trading the
receivable. Accrued income and receivables include accerued interest on derivatives.

iii) Held-to-maturity investments
The Bank has classified its investments in certain debt securities as held-to-maturity. Held-to-maturity investments are non-derivative
financial assets with fixed or determinable payments and fixed maturities that the Bank's management has the positive intention
and ability to hold to maturity. Held-to-maturity investments are subsequently measured at amortized cost.

iv) Available-for-sale financial assets
The Bank has classified equity investments over which it does not have control or significant influence as available-for-sale. Available-
for-sale investments are those intended to be held for an indefinite period of time, and may or may not be sold in the future.

v) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, demand deposits and other short-term highiy liquid investments that are readily
convertible to a known amount of cash, are subject to insignificant risk of changes in value and have a time to maturity upon
acquisition of three months or less.

Purchases and sales of financial assets at fair value through profit or loss, held-to-maturity and available-for-sale investments are
recognized on a trade-date basis, which is the date on which the Bank commits to purchase or sel! the asset. Loans are recognized when
cash is advanced to the borrowers. Financial assets not carried at fair value through profit or loss are initially recognized at fair value
plus transaction costs. Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired or
where the Bank has transferred substantially ail risks and rewards of ownership.

Loans and receivables as well as held-to-maturity investments are carried at amortized cost using the effective interest method. Available-
for-sale financial assets and financial assets at fair value through profit or loss are carried at fair value. Gains and losses arising from
changes in the fair value of the financial assets at fair value through profit or loss category are included in the income statement in the
period in which they arise. Gains and losses arising from changes in the fair value of available-for-sale financial assets are recognized
directly in equity, until the financial asset is derecognized or impaired at which time the cumulative gain or loss previously recognized in
equity is recognized in profit or loss. Accrued interest on financial assets is included in other accounts receivable.
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2) Financial fiabilities

i) Borrowings
In the ordinary course of its business, the Bank borrows funds in the major capital markets for iending and liquidity purposes. The
Bank issues debt instruments denominated in various currencies, with differing maturities at fixed or va-iable interest rates. The Bank's
borrowing strategy is driven by three major factors, namely: timeliness in meeting cash fow requirements, optimizing asset and liabitity
management with the objective of mitigating exposure to financial risks, and providing cost-effective funding. In addition to long
and medium-term borrowings, the Bank also undertakes short-term borrowing for cash and liquidity management purposes only.
Borrowings not designated at fair value through profit or loss are carried on the balance sheet at amortized cost with interest expense
determined using the effective interest method, When these borrowings contain embedded derivatives that require bifurcation, the
embedded derivatives are separated from the borrowing contract and carried on the balance sheet at fair value. Borrowing expenses
are recognized in profit or loss and include the amortization of issuance costs, discounts and premiums, which is determined using
the effective interest method. The unamortized balance of the issuance costs is netted off against borrowings in the balance sheet.
Certain of the Bank's borrowings have been obtained from the governments of some member countries of the Bank and are interest
free. In accordance with IAS 20 — "Accounting for Government Grants and Disclosure of Government Assistance”, the benefit of
borrowing at subsidized rates from member countyies’ governments has not been recognized through the imputation of interest
expense in the financial statements.

i} Financial liabilities at fair value through profit or ioss
This category has two sub-categories: financial liabilities held-for-trading, and those designated at fair value through profit or loss
at inception. Derivatives are categorized as held-for-trading. The Bank primarily applies fair value designation to borrowings which
have been swapped into floating-rate debt using derivative contracts. In these cases, the designation of the borrowing at fair value
through profit or loss is made in order to significantly reduce an accounting mismatch which would otherwise have arisen if the
horrawings were carried on the balance sheet at amortized cost while the related swaps are carried on the balance sheet at fair
value.

iif)  Other liabilities
Alt financial liabilities that are not derivatives or designated at fair value through profit or loss are recorded at amortized cost. The
amounts include accrued finance charges on borrowings and other accounts payable.

Financial liabilities are derecognized when they are discharged or cancelled or when they expire.

Derivatives

The Bank uses derivative instruments in its portfolios for asset/iiability management, cost reduction, risk management and hedging pur-
poses. These instruments include currency swaps and interest rate swaps. The derivatives on borrowings are used to modify the interest
rate or currency characteristics of the horrowings portfolio linked to the related borrowings at inception, and remain so throughout the
terms of the contracts. The interest component of these derivatives is disclosed as borrowing cost over the life of the derivative contract
and included in the income statement.

Although 1AS 39 allows special hedge accounting for certain qualifying hedging relationships, the application of such special hedge
accounting criteria does not make fully evident the asset/liability and risk management strategy of the Bank anc would result in inconsistent
treatment of similar hedged instruments. Therefore, the Bank has elected not to designate any qualifying hadging relationships, but rather
classifies all derivatives as held-for-trading at fair value, with all changes in fair vaiue recognized in the income statement.

Derivatives embedded in other financial instruments or other non-financial host contracts are treated as separate derivatives when
their risks and characteristics are not closely related to those of the host contract and the host contract is not carsied at fair value with
unrealized gains or losses reported in profit or loss. Such derivatives are stripped from the host contract and measured at fair value with
unrealized gains and losses reported in profit or loss.
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Impairment of financial assets

1) Assets carried at amortized cost

The Bank first assesses whether objective evidence of impairment exists individually for financial assets. if the Bank determines that no
objective evidence of impairment exists for an individually assessed financial asset, that asset is included in a group of financial assets
with similar credit characteristics and collectively assessed for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognized are not included in a collective assessment of impairment. A financial asset
or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is objective evidence of impairment as
a result of one or more events that occurred after the initia! recognition of the asset {a ‘loss event’) and that loss event (or events) has
an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated. Objective
evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention of the Bank.

If the Bank determines that there is objective evidence that an impairment loss on leans and receivables or held-to-maturity investments
carried at amortized cost has been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the
financial asset's original effective interest rate. For sovereign-guaranteed loans, the estimated impairment arises from delays that may be
experienced in receiving amounts due. For non-sovereign-guaranteed loans, the impairment reflects management’s best estimate of the
non-collectibility, in whole or in part, of amounts due as well as delays in the receipt of such amounts.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognized in the
income statement. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate determined under the contract.

Interest and charges are accrued on all loans including those in arrears.

2) Available-for-sale assets

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial assets is
impaired. For available-for-sale equity instruments carried at fair value, a significant or prolonged decline in the fair value of the security
below its cost is considered in determining whether the assets are impaired. If any such evidence exists for available-for-sale equity
instruments carried at fair value, the cumulative loss, which is measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset previously recognized in profit or loss is reclassified from equity to profit or
loss in the income statement. (mpairment losses recognized in the income statement on available-for-sale equity instruments carried at
fair value are reversed through equity.

If there is objactive evidence that an impairment loss has been incurred on an available-for-sale equity instrument that is carried at cost
because its fair value cannot be reliably measured, the amount of impairment loss is measured as the difference between the carrying
amount of the impaired instrument and the present value of estimated future cash flows from the instrument discounted at the current
market rate of return for a similar equity instrument, Once recognized, impairment losses on these equity instruments carried at cost are
not reversed.

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

Fair value disclosure

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

The methods and assumptions used by the Bank in estimating the fair values of financial instruments are as follows:
Cash: The carrying amount is the fair value,

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

Borrowings: The fair values of the Bank’s borrowings are based on market quotations when possible or valuation techniques based on
discounted cash flow models using LIBOR market-determined discount curves adjusted by the Bank’s credit spread. Credit spreads are
obtained from market data as well as indicative quotations received from certain counterparties for the Bank'’s new public bond issues,
The Bank also uses systems based on industry standard pricing models and valuation techniques to value borrowings and their associated
derivatives. The models use market-sourced inputs such as interest rates, yield curves, exchange rates and option volatilities. Valuation
models are subject to internal and periodic external reviews.

Equity investments: The underlying assets of entities in which the Bank has equity investments carried at fair value are periodically fair
valued both by fund managers and independent valuation experts using market practices. The fair value of investments in listed enter-
prises is based on the latest available quoted bid prices. The fair value of investments in unlisted entities is assessed using appropriate
methods, for example, discounted cash flows. The fair value of the Bank’s equity participations is estimated as the Bank's percentage
ownership of the net asset value of the funds.

Derivative financial instruments: The fair values of derivative financial instruments are based on market quotations when paossible or
valuation technigues that use market estimates of cash flows and discount rates. The Bank also uses tocls based on industry standard
pricing models and valuation techniques to value derivative financial instruments. The models use market-sourced inputs such as inierest
rates, yield curves, exchange rates and option volatilities. All financial models used for valuing the Bank’s financial instruments are subject
to both intemnal and periodic external reviews.

Loans: The Bank does not sell its loans, nor does it believe there is a comparable market for its loans. The fair value of loans reported in
these financial statements represents management’s best estimates of the present value of the expected cash flows of these loans. For
multi-currency and single currency fixed rate loans, fair values are estimated using a discounted cash flow model based on the year-end
variable lending rate in that currency, adjusted for impairment. For all loans not impaired, fair value adjustments are made to reflect
expected loan losses. The estimated fair value of loans is disclosed in Note G.

Day one profit and loss

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price (i.e. the fair value of the consid-
eration given or received). A gain or loss may only be recognized on initial recognition of a financial instrument if the fair value of that
instrument is evidenced by comparison with other observable current market transactions in the same instrument {i.e. without modifica-
tion or repackaging) or based on a valuation technique whose variables include only data from observable markets. On initial recognition,
a gain or loss may not be recognized when using a valuation technique that does not incorporate data solely from observable markets.
The Bank only recognizes gains or losses after initial recognition to the extent that they arise from a change in a factor {including time)
that market participants would consider in setting a price. The gain or loss is amortized over the life of the applicable borrowing on a
straight-line basis.

Investment in associate

Under IAS 28, "Investments in Associates”, the ADF is considered an associate of the Bank. An associate is an entity over which the Bank
has significant influence, but not control, over the entity's financial and operating policy decisions. The relationship between the Bank and
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the ADF is described in more detail in Note H. IAS 28 requires that the equity method be used to account for investments in associates.
Under the equity method, an investment in an associate is initially recognized at cost and the carrying amount is increased or decreased
to recognize the investor's share of the profit or loss of the investee after the date of acquisition. The investor’s share of the profit or loss
of the investee is recognized in the investor’s income statement. The subscriptions by the Bank to the capital of the ADF occurred between
1974 and 1990. At December 31, 20086, such subscriptions cumulatively represented approximately 1% of the economic interest in the
capital of the ADF. Although ADF is a not-for-profit entity and has never distributed any dividend to its subscribers since its creation in
1972, the revisions to IAS 28 require that the equity method be used to account for the Bank’s investment in the ADF. Further, in accord-
ance with 1AS 36, the net investment in the ADF is assessed for impairment. Cumulative losses as measured under the equity method
are limited to the investment's original cost as the ADB has not guaranteed any potential losses of the ADF.

Retained earnings
Retained earnings of the Bank consist of amounts allocated to reserves from prior year's income, unallocated current year net income
and expenses recognized directly in equity as required by IFRS.

Property and equipment

Property and equipment is measured at historical cost less depreciation. Historical cost includes expenditure directly attributabte to the
acquisition of the items. Subsequent costs are included in the asset's carrying ameunt or are recognized as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Bank and the cost of the item can be
measured reliably. Repairs and maintenance are charged to the income statement when they are incurred.

Land is noi depreciated. Depreciation on other assets is calulated using the straight-line method to amortize the difference hetween
cost and estimated residuat values over estimated useful lives. The estimated useful lives are as follows:

Buildings: 15-20 years

- Fixtures and fittings: 6-10 years

- Furniture and equipment: 3-7 years
Motor vehicles: 5 years

The assets’ residual values and useful lives are reviewed periodically and adjusted if appropriate. Assets that are subject to amortization
are reviewed annually for impairment. An asset’s carrying amount is written down immediately 1o its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs
to sell and its value in use. Gains and losses on disposal are determined as the difference between proceeds and the asset's carrying
amaount angd are included in the income statement in the period of disposal.

Intangible assets
Intangible assets include computer systems software and are stated at historical cost less amortization. Amortization on intangible assets
is calculated using the straight-line method over 3-5 years.

Leases

The Bank has entered into several operating lease agreements, including those for its offices in Tunisia and in certain regional member
countries. Under such agreements, all the risks and benefits of ownership are effectively retained by the lessor. Payments made under
operating leases are charged to the income statement on a straight-line basis over the peried of the lease. Benefits received and receivable
as an incentive to enter into an operating lease are also recognized on a straight-line basis over the lease term. When an operating lease
is terminated before the lease period has expired, any payment required to be made to the lessor by way of penalty is recognized as an
expense in the period in which the termination takes place.
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Critical accounting judgments and key sources of estimation uncertainty

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

1) iImpairment losses on loans and advances

At each financial reporting date, the Bank reviews its loan portfolics for impairment. The Bank first assesses whether objective evidence
of impairment exists for individual loans. If such objective evidence exists, impairment is determined by discounting expected future
cash flows using the loan's original effective interest rate and comparing this amount to the loan’s net carrying amount. Determining
the amount and timing of future cash flows on impaired loans requires significant judgment. If the Bank determines that no objective
evidence of impairment exists for an individually assessed loan, that loan is included in a group of loans with similar credit characteristics
and collectively assessed for impairment. Objective evidence of impairment for a group of loans may include observable data indicating
that there has been an adverse change in the payment status of borrowers in a group, or national or lacal economic conditions that
correlate with defaults on assets in the group. Management uses estimates based on historical loss experience for assets with credit
risk characteristics and objective evidence of impairment similar to those in the portfolio when scheduling its future cash flows. The
methodology and assumptions used for estimating both the amount and timing of future cash flows are reviewed reqularly to reduce
any differences between loss estimates and actual loss experience.

2) Fair value of financial instruments

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

3) Impairment of available-for-sale equity investments

The Bank determines that available-for-sale equity investments are impaired when there has been a significant or prolonged decline in
fair value below the carrying amount. The determination of what is significant or prolonged requires judgment. In making this judgment,
the Bank evaluates any evidence of a deterioration in the financial health of the investee, industry and sactor performance, changes in
technology, and operational and financing cash flows.

4) Held-to-maturity investments

The Bank follows the guidance of IAS 39 on classifying non-derivative financial assets with fixed or detarminable payments and fixed
maturity as held-to-maturity. This classification requires significant judgment. In making this judgment, tke Bank evaluates its intention
and ahility to hold such investments to maturity.

NOTE C - CHANGE IN ACCOUNTING TREATMENT AND THE EFFECT OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS

1) Change in accounting treatment for transfers of income approved by the Board of Governors

in the current year, the Bank changed its accounting treatment for the transfers of income approved by the Board of Governors. Article 42
of the Agreement establishing the Bank authorizes the Board of Governors to distribute part of the net income of the Bank after making
provision for reserves. In prior years and in the exercise of the above provision of the Agreement, the Bank after approval by its shareholders
at its annual general meetings has made transfers from its annual net income to organizations and institutions for purposes congruent with
the Bank’s mission. Previously, the Bank accounted for such transfers from net income similar to dividends and reported them as reduction
in equity. This previous accounting for the transfers of income approved by the Board of Governors placed emphasis on the role of the
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Governors acting on behalf of shareholders and viewed as being constructively a transaction with owners. In effect, the Bank viewed these
transactions as being equivalent to distributions whereby the shareholders constructively received these funds and simultaneously agreed
to contribute them to the designated recipient. The Bank effected the distributions via transfers to the designated recipients. This accounting
reflected the shareholders’ view of the substance and intent of these transfers and had been consistently applied over the years.

Description of the change in accounting treatment

In the light of the increasing frequency of these transfers and varying nature of recipients, the Bank has re-evaluated its accounting
treatment of these types of transactions and determined that effective in 2006 alt distributions approved by the Board of Governors
would be reported as expenses within the Income Statement in the year that the distribution is approved.

This change in accounting principle has been applied retrospectively and has therefore resulted in the restatement of prior year compara-
tive figures. Net income transfers previously treated as a reduction in reserves in 2005 amounted to UA 144.00 million.

2) New and Revised IFRS

The International Accounting Standards Board (IASB) and its International Financial Reporting Interpretations Committee {IFRIC} issued
certain new and revised Standards and Interpretations, which took effect during the year ended December 31, 2006. These were either
inapplicable to the Bank or did not have a material impact on the Bank's financial condition, results of operations or cash flows.

At the date of authorization of these financial statements, a number of new and amended International Financial Reporting Standards and
Interpretations had been promulgated, but will be effective for periods after December 31, 2006. Of these, the twao that are most relevant
to the Bank are IFRS 7, "Financial Instruments: Disclosures” and amendments to IAS 1, “Presentation of Financial Statemenis” — *Capital
Disclosures”. IFRS 7, which becomes effective for the Bank's financial statements for the period beginning on January 1, 2007, introduces
additional qualitative and quaniitative disclosures about exposures to risks arising from financial instruments and how entities manage
those risks. Management is reviewing the additional disclosures that are requived starting in 2007 as a result of the implementation of this
standard. The amendments to AS 1 are also expected to be effective for the 2007 financial statements of the Bank, but are not expected o
have any significant impact on the financial reporting of the Bank. Also, IFRS 8, "Operating Segments”, which becomes effective for financial
statements for the period beginning January 1, 2009, replaces the segmental reporting requirements of 1AS 14, Segment Reporting. IFRS
8 requires alignment of the segments in the financial statements with those used internally by management in the allocation of resources
and assessing performance. IFRS 8 is not expected to have a significant impact on the Bank’s financial statements. None of the other new
and amended standards and interpretations are expected to have a significant impact on the Bank’s financial statements.

NOTE D - INVESTMENTS

As part of its overall portfolio management strategy, the Bank invests in government and agency obligations, time deposits, asset-hacked
securities, secured lending transactions, resale agreements and related financial derivatives including futures, forward contracts, currency
swaps, interest rate swaps, options and short sales.

For government and agency obligations with final maturity longer than 1 year, the Bank may only invest in obligations with counterparties
having a minimum credit rating of AA or unconditionally guaranteed by governments of member countries or other official entities. For
asset-backed securities, the Bank may only invest in securities with a AAA credit rating. Investments in money market instruments are
restricied to instruments having maturities of not more than 1 year and a minimum credit rating of A, Over-the-counter (OTC) options on
government securities and interest rate products are purchased only if the life of the option contract does not exceed 1 year, and such
transactions are only executed with counterparties with credit ratings of AA- or above. Currency and interest rate swaps including asset
swap transactions are permitted only with approved counterparties or guaranteed by entities with minimum credit ratings of AA-/Aa3
at the time of the transaction. -

The Bank uses external managers in the management of certain of its liquid assets, in accordance with the Bank's Asset and Liability

Management Guidelines. At December 31, 2008, investments under external management were UA 120.39 million {2005; UA 42.20
millian).
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Securities sold under repurchase agreements (Repos) with a nominal value of UA 877.83 million and a market value including accrued
interest of UA 879.41 million were outstanding at December 31, 2006 (2005: UA 466.96 million). The sacurities pledged as coflateral
have a carrying value of UA 757.49 million at December 31, 2006 {2005: UA 422.68 million). The nominal value of securities sold under
repurchase agreements, but not yet settled and therefore not requiring collateral to be pledged was UA 117.64 million (2005: nil). These
securities include trading and held-to-maturity instruments, which have been included in the respective balance sheet captions.

The composition of investments as at December 31, 2006 and 2005 was as follows:

{UA thousands) : 2006 2005

Held-for-trading i 3,451,886 2,954,053
Held-to-maturity ! 2,641,475 2,201,000
Total 6,093,361 5,155,053

Held-for-trading investments
A summary of the Bank's held-for-trading investments at December 31, 2006 and 2005 foltows:

{UA millions)
Us Dollar Euro GBP Other Currencies All Currencies
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Time deposits } 535.08 446.31 4362 47.87 464.7¢ 37.94 168.58 170.02 1,211.98 702.14
Assat-backed securities ! 509.56 469.54 355.32 224,38 . - - - 864.88 693.92
Government and agency obligations | . 255.62 17.99 75.00 . - 9.04 0.53 2103, 331,45
Corporate bonds and commercial paper © 784,16 554.19 519.21 538.21 - 4450 4463 4994 134800 122684

Total held-for-trading investments «  1,828.80 1,765.66  936.14 885.46 464.70 8244 12225 22049 345189 295405

Repos ' (280.48)  (317.48)  (110.08)  (7492)  (45448)  (15.36)  (28.81) - (87783)  (466.96)

The nominal balance of the Bank's held-for-trading investments as at December 31, 2006 was UA 3,449.01 million (2005: UA 2,950.54 millien).
The average yield of held-for-trading investments in 2006 was 4.28% (2005: 3.07%).

The contractual maturity structure of held-for-trading investments as at December 31, 2006 and 2005 was as follows:

{UA millions) 2006 2005

Ore year or less 1,588.07 1,104.97
More than one year but less than two years 272.92 351.37
More than two years but less than three years 584.19 377.40
More than three years but less than four years 33113 182.57
More than four years but less than five years 66.36 57.98
More than five years 609.22 879.76
Total 3,451.89 2,954.05
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The maturity structure of repos as at December 31, 2006 and 2005 was as follows:

{UA millions) 2006 2005
One year or lass (877.83) (466.96)
Held-to-maturity investments
A summary of the Bank's held-to-maturity investments at December 31, 2006 and 2005 was as folfows:
{UA millions)
US Doflar Euro GBP Other Currencies All Currencies

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Time deposits i 14.74 6.40 - 9.18 65.33 - - 80.97 ; 34.94
Asset-backed securities | 156.67 13.98 10.34 60.11 I - 167.31 82.01
Goverrment and zgency obligations | 484.56 551.86 188.33 169.69 225.24 126.29 164.26 1,024.42 1,171.34
Corporate bonds and others ! 503.41 351.69 508.52 295.21 268.23 89.82 72.70 1,365.08 s12.1
Total held-to-maturity investments { 1,159.38 923.93 E 707.19 534.19 | 558.80] 505.92 [ 161 23696 2641.48) 220100

The nominal balance of the Bank's held-to-maturity investments as at December 31, 2006, was UA 2,639.68 million (2005: UA-2,168.50
millien}. The average yield of held-to-maturity investments in 2006 was 4.16% (2005: 4.17%).

The contractual maturity structure of heid-to-maturity investments as at December 31, 2006 and 2005 was as follows:

{UA milliors) 2006 2005
One year or less 313.15 222.22
More than one year but less than two years 238.22 223.52
More than two years but less than three years 340.64 22878
More than three years but less than four years 368.94 307.45
More than four years but fess than five years 380.37 355.98
More than five years 1,000.16 863.05
Total 2,641.48 2,201.00

The fair value of held-to-maturity investments at December 31, 2006 was UA 2,633.74 million {2005: UA 2,220.56 million).
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NOTE E - DERIVATIVE ASSETS AND LIABILITIES

The fair values of derivative financial assets and financial liabilities at December 31, 2006 and 2005 were as follows:

(UA thousands)
Assets Liahilities Assets Liabilities
Borrowings-related (including loan swaps):
Cross-currency swaps 198,550 394,460 195,019 210,125
Interest rate swaps 49,960 54,080 78,883 71,829
Loan swaps 23,203 24,834 10,681 25,948
Embedded derivatives 319 1,189 284 1,536
272,032 474,563 284,867 309,438
Investments-related:
Asset swaps 1,07 775 1,060 2472
Macro-hedge swaps 207 6,599 - 5,335
1,278 7,374 1,060 7,807
Total 273,310 481,937 285,927 317,245

The notional ameounts of derivative financial assets and financial liabilities at December 31, 2006 and 2005 were as follows:

(UA thousands) 2006 2005
Borrowings-related (including loan swaps}:
Cross-currency swaps 4,139,026 3,672,511
Interest rate swaps 3,772,252 3,837,001
Loan swaps 830,152 822,718
Embedded derivatives 18,441 33,213
8,809,871 8,365,443
Investments-related:
Asset swaps 126,176 219,486
Macro-hedge swaps 239,817 261,322
415,993 480,808
Total 9,225,864 8,846,251
Loan swaps

In addition to the swaps on borrowings, the Bank has entered into interest rate swaps, which transform fixed rate income on loans in

certain currencies into variable rate income.

Administrative expenses hedge

Ta insulate the Bank from possible significant increases in administrative expenses that could arise from an appreciation of the principal
currencies of administrative expenditure i.e. EUR, GBP and USD vis-a-vis the UA, the Bank executed forward exchange transactions to
economically hedge its administrative expenses. As at December 31, 2006, there were no open positions with respect to the forward

exchange transactions (2005: nominal value of UA 64.12 million with an unfavorable market value of UA 0.65 million).
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NOTE F - NON-NEGOTIABLE INSTRUMENTS ON ACCOUNT OF CAPITAL

Prior to May 1981, all payments in respect of paid-up capital had been made in convertible currencies. However, for the capital increases
authorized in May 1979 (but effective December 1982) and May 1981, regional members had the following twa options for making
their payments:

1) Five (5} equal annuat installments, of which at least 50 percent is payable in convertible currency and the remainder in locat currency,
or

2) Five (5) equal annual installments, of which 20 percent is payable in convertible currency and 80 percent in non-negotiable, non-
interest bearing notes. Such notes are redeemable by the Bank solely in convertible currency in installments commencing on the fifth
anniversary of the first subscription payment date.

Non-regional members were required to make their payments solely in convertible currencies.

The paid-up portion of subscriptions, authorized in accordance with Board of Governors’ Resolution B/BG/87/11 relating to the Fourth
General Capital Increase (GCI-IV}, is 1o be paid as follows:

1) Regional members — 50 percent in five (S) equal annual installments in cash in freely convertible currency or freely convertible
currencies selected by the member state, and 50 percent by the deposit of five non-negotiable, non-interest bearing notes of equal
value denominated in Units of Account. Such notes are redeemable by the Bank solely in convertible currency in five (5) equal annual
installments commencing on the fifth anniversary of the first subscription payment date.

2) Non-regional members — five (5) equal annual installments in their national currencies, where such currencies are freely convert-
ible or in notes denominated in freely convertible currencies encashable on demand.

Under the Fifth General Capital Increase (GCI-V), there is no distinction in payment arrangements between regional and non-regional
members. Each member is required to pay for the paid-up portion of its subscribed shares in eight (8) equal and consecutive annual
instaliments. The first installments shall be paid in cash and in a freely convertible currency. The second to the eighth installments shall
be paid in cash or notes encashable an demand in a freely convertible currency.

At December 31, 2006 and 2005, the non-negotiable notes balances were as follows:

; ’ S
(UA thousands) [ 2006 | 2005

Balance at January 1 ‘ 25,897 :_ 31,180
Net movement for the year ! (5.514) - {5,283)
Balance at December 31 | 20,383 | 25,897

NOTE G - LOANS

The Bank’s loan portfolio comprises loans granted to, or guaranteed by borrowing member countries as well as certain other non-sover-
eign guaranteed loans. Amounts disbursed on loans are repayable in the currency or currencies disbursed by the Bank or in other freely
convertible currency or currencies approved by the Bank. The amount repayable in each of these currencies shall be equal to the amount
disbursed in the original currency. Loans are granted for a maximum period of twenty years, incfuding a grace period, which is typically
the period of project implemeniation. Loans are for the purpose of financing development projects and programs, and are not intended
for sale. Further, management does not believe there is a comparable secondary market for the iype of loans made by the Bank.
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The types of loans currently held by the Bank and the rates charged are described below:
Multi-Currency Fixed Rate Loans: For ail loans negotiated prior to July 1, 1990, the Bank charges interest at fixed rates.

Multi-Currency Variable Rate Loans: Between July 1, 1990 and September 30, 1997, the Bank ofiered variable rate loans to its
borrowers. The variable interest rate is reset twice a year and is based on the Bank’s own cost of qualified borrowing plus 50 basis
points, resulting in a pass-through of average borrowing costs to borrowers.

Conversion of Multi-Currency Pool-Based Variable Rate Loans: Borrowers were offered the choice to convert the disbursed
and undishursed amounts of their multi-currency pool-based variable rate to single currency variable terms or retain the terms of
their existing multi-currency pool-based variable rate loans. The conversion dates were October 1, 1997 and March 1, 1998, The other
terms and conditions of converted loans remained the same as in the original loan agreements. Since October 1, 1997, the Bank
has provided several alternative interest rate mechanisms. In all cases, the applicable rate of interest is the sum of two components,
namely, the chosen base rate plus a lending margin.

Single Currency Variable Rate Loans: Since October 1, 1997, the Bank has offered single currency variable rate loans. The variable
base rate is the average cost of funding a designated pool of borrowings in each currency and is adjustad semi-annually on January 1
and July 1.

Single Currency Floating Rate Loans: Since October 1, 1997, the Bank has offered LIBOR-based single currency floating rate
loans. The floating base rate is determined for each currency and reset frequency is based on the Bank’s selected reference interest
rate in each market. The Bank's standard floating base rate is the six (6)- month reference rate (USD LIBOR, JPY LIBOR, EURIBOR and
JIBAR) which is reset semi-annually on February 1 and Acgust 1 and is applicable for the six-month period following the reset daie.

Single Currency Fixed Rate Loans: Fixed rate loans were reintroduced with effect from October 1997 in the form of single currency
fixed rate loans. The fixed rate is computed as the inter-bank swap market rate corresponding to the principal amortization schedule.

Lending Margin: The lending margin is a rate premium expressed as a nominal interest rate added to the Borrower’s chosen base rate
to determine the total lending rate. The lending margin determined by the Bank is independent of the base rate chosen, and remains
unchanged throughout the life of the loan. The lending margin for sovereign guaranteed loans is fixed at 40 to 50 basis points. For non-
sovereign guaranteed loans, the lending margin is based on the Bank's assessment of the risks inherent in each project.

Maturity and currency composition of outstanding loans

The contractual maturity structure of loans as at December 31, 2006 and 2005 was as follows:

{UA millions) ) 2006 2005

Periods ~ Fixed Rate Floating Rate Variable Rate Total Total
One year or less 409.71 152,62 366.98 929.31 895.04
More than one year but less than two years 190.43 143.94 168.34 502.71 533.51
More than two years but less than three years 162.66 145.63 166.57 474.86 528.75
More than three years but less than four years 146.83 140.23 161.28 448.34 494,36
More than four years but less than five years 146.14 126.68 142,81 41563 44195
More than five years 1,645.39 680.49 194.22 2,520.10 2,618.83

Total 2,701.16 1,389.59 1,200.20 5,280.95 5,512.44

Borrowers may repay loans before their contractual maturity, subject to the terms specified in the loan agreements.

Annual Report 2006




The currency composition and type of loans as at December 31, 2006 and 2005 were as follows:

{Amounts in UA millions)

|
!

Fixed Rate:

Floating Rate:

Variable Rate:

Total

Multi-Currency

Singfe Currency

Single Currency

Multi-Currency

Single Currency

Euro
Japanese Yen
Pound Sterling
Swiss Franc
US Dollar
Others

Euro

Japanese Yen
Pound Sterling
South African Rand
Swiss Franc

Us Dollar

Others

Euro

Japanese Yen
South African Rand
Us Dollar

Euro
lapanese Yen
Swiss Franc
US Dollar
Others

Euro
Japanese Yen
Swiss Franc
US Dotlar
Others

|
|

H
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2006 2005
Amount % Amount %
100.93 118.28
143.72 195.60
0.67 1.07
36.17 40.34
192.83 248.14
1.54 983
475.86 8.99 613.26 11.13
1,433.01 1,073.72
311.34 335.63
2.55 2.36
54.35 43.89
129.72 129.08
294.00 338.75
0.33 0.30
2,225.30 42.07 1,923.73 34.90
457.46 458.31
11.26 6.32
153.30 179.08
767.57 922.83
1,380.5% 26.26 1,566.54 28.42
190.88 203.33
42.22 53.33
1.15 1.35
181.88 207.12
0.24 0.34
416.37 7.87 465.47 8.44
336.53 367.54
132.19 190.08
17.16 17.51
297.91 368.26
0.04 | 0.05
783.83 14.81 | 943.44 17.11
5,290.95 100.00 5,512.44 100.00

The weighted-average yield on outstanding loans for the year ended December 31, 2006 was 6.20% {2005: 5.88%).
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The summary of the currency compesition of loans at December 31, 2006 and 2005 was as follows:

{Amounts in UA millions) 2006

2005
Amount % Arnount %
Euro 2,518.81 47.61 2,221.18 40.29
Japanese Yen 640,72 12.11 180.97 14.17
Pound Sterling 3.22 0.06 3.42 0.06
South African Rand 207.65 3.92 22297 4.04
Swiss Franc 184.20 3.48 88.27 342
Us Dollar 1,734.19 32.78 2,085.10 37.83
Others 216 0.04 10.53 0.19
Total 5,290.95 100.00 5,512.44 100.00
Fair value of loans
At December 31, 2006 and 2005, the carrying and estimated fair values of loans were as follows:
{UA thousands) 2006 2005
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Fixed rate lpans 2,701,177 2,948,806 2,536,990 2,979,681
Floating rate loans 1,389,586 1,342,702 1,566,542 1,531,636
Variable rate loans 1,200,188 1,063,353 1,408,910 1,286,671
5,290,95¢ 5,354,861 5,512,442 5,797,988
Accumulated provision for impairment (214,180) (194,613) -
Net loans 5,076,771 5,354,861 5,317,829 5,797,988

Loans are expressed in Units of Account but repaid in the currencies disbursed.

Provision for impairment on loan principal and charges receivable

At December 31, 2006, loans with an aggregate principal balance of UA 670.11 million (2005: UA 702.49 million), of which UA 418.59
million (2005: UA 377.92 million) was overdue, were considered to be impaired. The gross amounts of loans and charges receivables
that were impaired and the cumulative impairment on them at December 31, 2006 and 2005 were as fol.ows:

{UA thousands)

2006

Outstanding balance on impaired loans
Less: accumulated provision for impairment
Net balance on impaired loans

Charges receivable and accrued income on impaired loans
Less: accumulated provision for impairment
Net charges receivable and accrued income on impaired loans

2005
670,111 702,489
(214,180) (194,613)
455,931 507,876
320,103 306,915
(222,588) (197,764)
107,515 109,151
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The movements in the accumulated provision for impairment on outstanding lean principal for the years ended December 31, 2006 and
2005 were as follows:

(UA thousands) lr 2006 | 2005
Balance at January 1 ! 194,613 ‘ 213,593
Provision for impairment on loan principal for the year 5 22,566 (21,169)
Transfation effects | {2,999) 2,189
Balance at December 31 214,180 194,613

I ‘
- i

Provision for loan impairment included those relating to private sector loans. During the year ended December 31, 2006, provisions
on private sector loans of UA 0.13 million (2005: UA 4.80 million) were made. The accumulated provisions on private sector loans at
December 31, 2006 amounted to UA 15.40 million (200%: UA 16.11 million}.

The movements in the accumulated provision for impairment on loan interest and charges receivable for the years ended December 31,
2006 and 2005 were as follows:

{A thousands) 2006 2005
Balance at January 1 197,764 188,076
Provision for impairment on foan interest and charges for the year 29,120 7,317
Translation effects {4,296) 2,37
Balance at December 31 222,588 197,764
Guarantees

The Bank may enter into special irrevocable commitments to pay amounts to the borrowers or other parties for goods and services to be
financed under loan agreements. At December 31, 2006, irrevocable reimbursement guarantees issued by the Bank to commercial banks
on undisbursed loans amounted to UA 8.09 million (2005: nil).

Also, the Bank may provide guarantees for securities issued by an entity eligible for the Bank’s loans. Guarantees are regarded as
outstanding when the borrower incurs the underlying financial obligation and are called when a guaranteed party demands payment under
the guarantee. Guarantees represent potential risk to the Bank if the payments guaranteed for an entity are not made. At December 31,
2006 and 2005, the Bank had no outstanding guarantee to any entity.

NOTE H - EQUITY PARTICIPATIONS

Investment in Associate: ADF

The ADF was established in 1972 as an international institution to assist the Bank in contributing to the economic and social development
of African countries, to promote co-operation and increased international trade particularly among the African countries, and to provide
financing on highly concessional terms for such purposes. The Fund’s original subscriptions were provided by the Bank and the original
State Participants to the ADF Agreement, and State Participants acceding to the Agreement since the original signing date. Thereafter,
further subscriptions were received from participants in the form of Special General Increases and General Replenishments.

The ADF has a 12-member Board of Directors, made up of 6 members selected by the African Development Bank and 6 members selected
by State Participants, The Fund's Board of Directors reports to the Board of Governors made up of representatives of the State Participants
and the ADB. The President of the Bank is the ex-officio President of the Fund.

To carry out its functions, the Fund utilizes the offices, staff, organization, services and facilities of the Bank, for which it pays a share of

the administrative expenses, The share of administrative expenses paid by the Fund to the Bank is calculated annually on the basis of a
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cost-sharing formula, approved by the Board of Directors, which is driven in large part by the number of programs and projects executed
during the year. Based on the cost-sharing formula, the share of administrative expenses incurred by ADF for the year ended December
31, 2006 amounted to UA 114.56 million (2005: UA 111.86 million), representing 71.39 percent (2005: 68.76 percent) of the shareable
administrative expenses incurred by the Bank. The accounts of the ADF are kept separate and distinct frorn those of the Bank.

Although the ADB by agreement exercises fifty percent (50%} of the voting powers in the ADF, the Agreement establishing the ADF also
provides that in the event of termination of the ADF's operations, the assets of the Fund shall be distributed pro-rata to its participants
in proportion to the amounts paid-in by them on account of their subscriptions, after settlement of any cutstanding claims against the
participants. At December 31, 2006, the Bank's pro-rata or economic share in ADF was 0.93% {2005: 1.01%).

During the year ended December 31, 2006, as a result of the implementation of the Multilateral Debt Relief Initiative described in note
T-2, the net asset value of ADF declined. Consequently, the Bank recorded an impairment loss of UA 34.75 million on its investment in
the Fund.

Other Equity Participations

The Bank may take equity positions in privately owned productive enterprises and financial intermediaries, public sector companies
that are in the process of being privatized or regional and sub-regional institutions. The Bank’s objective in such equity investments is
to promote the economic development of its regional member countries and in particular the development of their private sectors. The
Bank's equity participation is also intended to promote efficient use of resources, promoting African partic'pation, playing a catalytic role
in attracting other investors and lenders and mobilizing the flow of domestic and external resources to financially viable projects, which
also have significant economic merit.

Although the Bank is allowed to take equity positions of up to twenty five percent (25%) the Bank currently holds less than 20% of the
total equity capital of each institution in which it participates. The Bank therefore does not seek a contralling interest in the companies
in which it invests, but closely monitors its equity investments through Board representation. In accordance with the Board of Governors’
Resolution B/BG/2001/09 of May 29, 2001, total equity investment by the Bank shall not at any time exceed ten percent (10%) of the
aggregate amount of the Bank’s paid-up capital and reserves and surplus included in its ordinary capital resources.

Equity investments for which fair value cannot be reliably measured are reported at cost less provision for lasses for estimated permanent
and lasting decline in value. The investments for which fair value cannot be reliably measured typically relate to sub-regional and national
development institutions. Investments in these institutions are made with a long-term development objective, including capacity building.
The shares of such institutions are not listed and aiso not available for sale to the general public. Only member states or institutions
owned by member states are ailowed to subscribe to the shares of these institutions. Provisions for losses on impaired equity investments
are included in the income statement.
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The Bank’s equity interests in the ADF and in other regional or sub-regional development institutions are summarized below:

(Amounts in UA thousands}

Carrying Value
Year % Callable
Institutions Established Shareholding  Capital 2006 2005
i
African Development Fund 1972 0.93 - 111,741 111,741
Accumulated share of net profitiloss} & (impairment) on January 1 (14,377) 1 {14,575)
Share of profit {or the year 379 198
Impairment for the year (34,745) -
62,998 97,364

Regional Development Banks {Carried at Cost)
BDEAC 1975 3.68 2,402 1,601 1,510
East African Development Bank 1967 11.30 - 5,000 5,000
PTA Bank 1985 5.76 9,040 5,000 5,000
Afreximbank 1993 6.70 9,971 6,647 5,997
BOAD 1973 0.31 2,002 667 629
BDEGL 1980 - 1,946 1,946

23,415 20,861 21,082
Other Development Institutions (Carried at Cost)
K-REP Bank Limited 1997 15.14 - 18 714
Zimbabwe Development Bank 1984 - - 9 -
Africa - Re 1977 8.00 - 5,790 6,095
Shelter Afrique 1982 - 3,323 3,498
National Devefopment Bank of Sierra Leone * - - -

- 9,840 10,307

Investment Funds (Carried at Fair value)** !
AlG Africa Infrastructure Fund 1999 12.27 3,616 14,405 32,235
South Africa Infrastructure Fund 1996 14.03 - 7,049 9,955
Acacia Fund Limited 1996 10.40 - 808 720
Zambia Venture Capital Fund 1996 16.11 - 592 399
Indian Ocean Regional Fund Limited 1999 16.83 - 92 131
EMP Africa Fund Il LLC 2005 13.06 27,257 5,979 -

30,873 28,925 43,440
Total 54,288 122,624 172,193
Less: Accumulated provision for impairment - {3,505) (3,496)
Net 54,288i 119,119 ! 168,697

* Amounts fully disbursed, but the value is less than UA 100, at the applicable exchange rates.
** The cost of equity investments carried at fair value at December 31, 2006 amounted to UA 29.37 million (2005: UA 35. 14 million).

An analysis of the movement in accumulated provision for impairment on equity participations other than ADF was as follows:

—
(UA thousands) 2006 | 2005
Balance at January 1 3,49 4,247
Provision for the year - (750)
Translation effects 9 (1
Balance at December 31 3,505 3,496
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NOTE | - PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

(UA thousands)
intangible
Property and Equipment Assets  Grand Total
Property,
Building and Furniture, Equipment Total Equipment
Improve-  Fixtures & & Motor  Property &  Computer & Intangible
2005 Land ments Fittings Vehicles  Equipment Software Assets
Cost:
Balance at January 1 141 22,752 6,197 33,683 62,773 15,049 77,822
Additions during the year - 1,153 3,751 4,904 1,233 6,137
Disposals during the year (13) (497) (510) (510)
Transfers - - - (234) (234) 234 -
Balance at December 31 141 22,752 1,337 36,703 66,933 16,516 | 83,449
Accumulated Depreciation:
Balance at January 1 21,080 3,809 23,321 48,210 12,007 60,217
Depreciation during the year - 102 882 3,464 4,448 2,653 7.101
Disposals during the year - - (13 (206) (219} - (219}
Balance at December 31 21,182 4,678 26,579 52,439 14,660 67,099
Net Book Values:
December 31, 2005 141 1,570 2,659 10,124 14,494 1,856 16,350
{UA thousands)
Intangible
Property and Equipment Assets Grand Total
Property,
Building and Furniture, Equipment Total Equipment
Improve- Fixtures & & Motor  Property &  Computer & Intangible
2006 Land ments Fittings Vehicles  Equipment Software Assets
Cost:
Balance at January 1 141 22,752 1,337 36,703 66,933 16,516 83,449
Additions during the year - 27 656 1,990 2,673 1,465 4,138
Disposals during the year (737) (118} (855} (855}
Transfers . - - - - - -
Balance at December 31 141 22,779 7,256 38,575 68,751 17,981 86,732
Accumulated Depreciation:
Balance at January 1 - 21,182 4,678 26,579 52,439 14,660 67,099
Depreciation during the year - 101 982 3,830 4,913 1,319 - 6,232
Disposals during the year - (733) (107) (840) - {840)
Balance at December 31 21,283 4,927 30,302 56,512 15,979 72,491
Net Book Values: '
December 31, 2006 141 1,496 2,329 8,273 12,239 2,002 14,241

Under the Headguarters’ Agreement with the host country, the Bank's owned buildings in the host country zre intended to be used for the
purposes of the business of the Bank Group only. The rights on the lands and buildings therefore cannot be transferred to a third party.
If the Bank elected to give up the use of the lands and buildings, the properties would have to be surrendered to the hast country.
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NOTE | - BORROWINGS

It is the Bank's policy to limit senior borrowing and guarantees chargeable to the Bank's ordinary capital resources to 80 percent of
the callable capitai of its non-borrowing members and also to limit the total borrowing represented by both senior and subordinated
debt to 80 percent of the total callable capital of all its member countries. At December 31, 2006, total borrowings amounted to
UA 5,870.47 million (2005: UA 5,940.40 million) comprising senior debt and subordinated debt amounting to UA 5,178.74 million
(2005: UA 5,210.66 million) and UA 691,73 million {2005; UA 729.74 million), respeciively, As of the same date, the ratio of senior
debt to the non-borrowing members’ callzble capital of UA 8,533.51 mitlion (2005: UA 8,523.93 million) was 60.69 percent {2005:
61.13 percent), Also at December 31, 2006, the ratio of total outstanding borrowings to the total callable capital of UA 19,436.76 million
{2005: UA 19,367.00 millian) was 30.20 percent (2005: 30.67 percent}. At December 31, 2006, borrowings with embedded callable
options amounted to UA 381.05 million (2005: UA 466.60 million). The Bank uses derivatives in its barrowing and liability management
activities to take advantage of cost-savings opportunities and to lower its funding costs.

The Bank has entered into currency swap agreements with major international banks by which proceeds of a borrowing are converted
into a different currency and simultaneously a forward exchange agreement is executed providing for the future exchange of the two
currencies in order to recover the currency converted, The Bank has also entered into interest rate swaps, which transform a floating rate
payment abligation in a particular currency into a fixed rate payment obligation or vice-versa.
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A summary of the Bank’s borrowings portfolio at December 31, 2006 and 2005 was as follows:

Borrowings and Swaps at December 31, 2006:
{Amounts in UA milfions)

Direct Berrowings Currency Swap Agreements® Interest Rate Swaps
Watd. Wotd. Watd. Notional Watd.
Carriedat  Avg. . Average Amount  Avg. Average amount Avg. Average
Carried at Amortized Cost™  Maturity payable/ Cost®  Maturity payable/ Cost™®  Maturity
Currency Rate Type fair Value Cost (%) (Years) | {receivable) (%) (Years) | <receivable) (%) (Years)
Euro Fixed - - 149.39 8.1 12.9 205.13 5.16 14
Adjustable £6.59 - 3.79 0.3 2453.29 3.48 4.6 66.73 3.13 0.3
- {(182.48) 3.09 5.7 {271.86) 3.36 1.1
Sterling Fixed 75.41 - 13 3.1 - - - -
- - - (65.24) 11.13 3.1
Adjustable - - - 26.10 468 26 65.24 1048 ER
- (65.24) 10.48 31 -

Japanese Fixed 755.65 355.69 3.23 4.7 223.53 464 1.3
Yen : (289.47) 260 65| (71840 229 23
Adjustable 601.10 18.44 4.08 6.5 86.55 035 0.8 780.44 0.38 2.6
- (1,021.49) .49 46 (285.56) 1.16 23

Us Doilars Fixed 2,226.72 604.89 477 17 -
- (299.12) 757 1.9 (2,135.40) 3.58 3.7
Adjustable 39.67 6.65 521 0.3 1,254.24 5.23 41 2,069.99 5.45 34
- - (.273.79) 532 28 (46.53)  6.61 0.2

Others Fixed 1,058.51 66.71 .77 4.6 8.38 3.67 34
- - (1,007.44) 380 5.2 (249.25) 3.47 2.0
Adjustable - - 194.13 8.08 6.2 249.25 3.87 20
Total Fixed 4,116.29 1,027.28 431 5.5 157.77 844 123 428.66 4.89 14
- - - {1,596.03} 4.3 6.7 (3,168.30) 3.43 3.2
Adjustable 707.38 25.09 413 55 4,014.31 419 44 3,231.65 4.16 3.0
- {2,543.00) 4.6 37 (603.95} 2.57 1.6
Principat at face value 4,823.65 105238 429 55 33.05 - {111.94) - -

Net unamortized

premium/(discount} - (5.36) 17582 - 11.10 -
4,823.65 1,046.82 4.29 55 208.87 - (0.84) -
Fair valuation adjustment - - - (12.96)¢ - 7.464 -
Total 4,823.65 1,046.82 4.29 5.5 195.91 - 6.62 - -

Supplementary disclosure {direct borrowings):

The aational amount of borrowings at December 31, 2006 was UA 6,088.55 million and the estimated fair value was UA 6,058.45 million.

a. Currency swap agreements include cross-currency interest rate swaps.

b. The average repricing period of the net currency obligations for adjustable rate borrowings was six months.

The rates indicated ara these prevailing at December 31, 2006.

¢. These amounts are included in derivative assets and liabilities on the balance sheet.

Slight differences may occur in totals due to reunding.
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Borrowings and Swaps at December 31, 2005:

{Amounts in UA millions)
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Direct Borrowings Cutrency Swap Agreements™ Interest Rate Swaps
Carried at  Watd. Wagtd. Wytd. Notional Wgtd.
Amortized  Avg.  Average Amount  Avg.  Average amount Avg, Average
Carried at Cost Cost™  Maturity payable Cost™  Maturity payable Cost® Maturity
Currency Rate Type Fair Value (%) {Years} | (receivable) (%) (Years) | (receivable) (%) {Years}
Eure Fixed - 251.66 6.50 0.7 140.85 8.1 13.7 193.41 5.16 24
- - - (251.66)  6.50 07
Adjustable 62.68 - 3.07 13 1,789.05 2.03 6.5 31458 329 0.9
- - (172.04) 166 6.6 (256.32) .21 2.
Sterling Fixed 78.41 - 113 40 -
- - - (60.24) 11.13 40
Adjustable - - - 60.24 10.45 4.0
- - (60.24) 690 40
Japanese Fixed 811.04 37750 3.21 5.3 - 23723 464 23
Yen - (301.29)  2.55 73| (76246) .20 33
Adjustable 695.39 3.1 378 6.6 91.86  (0.10) 1.2 828.29  (0.09) 35
(1.166,56)  2.33 5.2 (303.07) 0.05 33
US Daltars Fixed 1,986.16 636.69 447 73 -
(31485 7157 127 (1,90202) 333 49
Adjustable 41.62 483 0.7 1,178.05 2.45 5.6 1,806.87 3.1 46
(745.37) 285 47 (41.98)  4.83 0.7
Others Fixed 929.40 42.02 216 6.7 12.34 376 6.1
(912.16)  1.73 76 (259.26) 0.26 3.5
Adjustable 23819 7.1 7.1 259.26 210 3.1
Total Fixed 3,805.01 1,307.87 .77 6.6 153.19 8.1 131 430.64 487 23
(1,52830) 3.09 86| (3,23564) 321 41
Adjustable 799.69 33.21 3.78 5.9 3,297.15 2.49 6.1 3,269.24 242 3.8
(2,144.21)  2.59 5.1 (601.37) 130 26
Principal at face value 4,604.70 1,341.08 378 6.5 (22217 (137.13)
Net unamortized
premium/{discount) (5.38) 2781 106.64
4,604.70 1,33570 378 6.5 5.44 {30.49)
Fair valuation adjusiment 9.67¢ 39,954
Total 4,604.70 1,335.70 3.78 6.5 15.11 - - 9.46 - -

Supplementary disclosure {direct borrowings}):

The notional amaunt of berrowings at December 31, 2005 was UA 6,232.12 million and the estimated fair value was UA 6,185.16 million,

a. Currency swap agreements include ross-currency interest rate swaps.
b. The average repricing period of the net currency obligations for adjustable rate barrowings was six months.

The rates indicated are those prevailing at December 31, 2005.

¢. These amounts are included in derivative assets and liabilities on the balance sheet.

Slight differences may occur in totals due to rounding.
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The contractual (except for callable borrowings) maturity structuse of outstanding borrowings as at December 31, 2006 was as follows:

i) Barrowings carried at fair value

{UA millions}

Periods Ordinary Callable Total
One year or less 207.34 300.41 507.75
More than one year but less than two years 1,050.54 4.90 1,055.44
More than two years but less than three years 929.55 142 930.97
More than three years but less than four years 883.88 - 883.88
More than four years but less than five years 166.73 166.73
More than five years 1,278.88 - 1,278.88
Total 4,516.92 306.73 4,823.65
ii) Bosrowings carried at amortized cost
(UA millions)

Periods Ordinary Callable Total
One year or less 115.93 74.32 190.25
More than ane year but less than two years 29.82 - 2982 °
More than two years but less than three years - -
More than three years but less than four years
More than four years but less than five years - -
More than five years 832.31 - 832.31
Sub-total 978.06 74.32 1,052.38
Net unamortized premium and discount {5.56) - {5.56)
Total 972.50 74.32

1,046.82
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The contractual {except for callable borrowings) maturity structure of outstanding borrowings as at December 31, 2005 was as follows:

i} Borrowings carried at fair value

(UA millions)

Periods Ordinary Callable Total
One year or less - 356.22 | 356,22
More than one year but less than two years 21617 12.93 | 229.10
More than two years but less than three years 1,079.02 493 | 1,083.95
More than three years but less than four years 420.13 - 42013
More than four years but less than five years 956.78 - | 956.78 |

. More than five years 1,558.52 - ; 1,558.52
Total 4,230.62 374.08 | 4,604.70
iy Borrowings carsied at amortized cost
{UA millions)

Periods Ordinary Callable Total
One year or less 251.66 9252 344.18
More than one year but less than two years 119.07 . ‘ 119.07
More than two years but less than hree years - : -
More than three years but less than four years - -

More than four years but less than five years - l .
More than five years 877.83 - 877.83
Sub-total 1,248.56 92.52 1,341.08
Net unamortized premium and discount {5.38) - | (5.38)
Total 1,243.18 9252 | 1,335.70

1 i

The fair value of borrowings carried at fair value through profit or loss at December 31, 2006 was UA 4,823.65 million (2005:
UA 4,604.70 million}. For these borrowings, the amount the Bank will be contractually required to pay at maturity at December 31, 2006
was UA 4,748.81 million {2005: UA 4,553.43 million). The surrender value of callable borrowings is equivalent to the notional amount
plus accrued finance charges.

As per note M, there was a net gain of UA 10.67 million on berrowings and related derivatives designated at fair value through profit
or loss for the year ended December 31, 2006 {2005: loss of UA 30.77 million}. This included a loss of UA 33.89 million which was
attributable to changes in the Bank’s credit risk during the year ended December 31, 2006 (2005: UA 10.18 million). Fair value changes
attributable to changes in the Bank's credit risk are determined by comparing the discounted cash flows for the borrowings at fair value
through profit or loss using the Bank's credit spread versus LIBOR both at the beginning and end of the relevant period.

For borrowings designated at fair value through profit or loss at December 31, 2006, the cumulative unrealized fair value losses to date
were UA 74.64 million (2005: losses of UA 51.27 million).

The valuation of some borrowings and derivatives is based on valuation technigues and not market prices and the effect for 2006
amounted to a lass of UA 35.03 million (2005: loss of UA 45.70 million}.
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NOTE K - EQUITY

Equity is composed of capital, retained earnings and fair value gains or losses on available-for-sale equity investments. These are further
detailed as follows:

Capital

Subscriptions paid in

Subscriptions to the capital stock of the Bank are made up of the subscription to the initial capital, a voluntary capital increase and five
general capital increases. The Fifth General Capital Increase (GCI-V) was approved by the Board of Governors of the Bank on May 29,
1998 and became effective on September 30, 1999 upon ratification by member states and entry into forze of the related amendments
to the Agreements establishing the Bank. The GCI-V increased the authorized capital of the Bank by 35 percent from 1.62 million shares
1o 2.187 million shares with a par value of UA 10,000 per share. The GCI-V shares, a total of 567,000 shares, are divided into paid-up
and callable shares in proportion of six percent (6% paid-up and ninety-four percent (94%) callable. The GCI-V shares were allocated to
the regional and non-regional members such that, when fully subscribed, the regional members shall hole 60 percent of the total stock
of the Bank and non-regional members shall hold the balance of 40 percent.

Prior to the GCI-V, subscribed capital was divided into paid-up capital and callable capital in the proportion of 1 to 7. With the GCI-V, the
authorized capital stock of the Bank consists of 10.81 percent paid-up shares and 89.19 percent callable shares.

The Bank's capital as at December 31, 2006 and 2005 was as follows:

(UA thousands) 2006 2005

Capital Authorized {in shares of UA 10 000 each) 21,870,000 21,870,000
Less: Unsubscribed (75,463} (152,330)
Subscribed Capital 21,7€4,537 21,717,670
Less: Callable Capital (19,436,756) (19,366,999)
Paid-up Capital 2,357,781 2,350,671
Shares to be issued upon payment of future installments (£1,879) {81,609)
Add: Amounts paid in advance 328 286
2,3C6,230 2,269,348
Less: Amounts in arrears {3,168) (5,902)
Capital as at December 31 2,303,062 2,263,446

Included in the total unsubscribed shares of UA 75.46 million at December 31, 2006, was an amount of UA 38.83 million representing
the balance of the shareholding of the former Socialist Federal Republic of Yugoslavia (former Yugoslavia).

Since the former Yugoslavia has ceased to exist as a state under international law, its shares (composed of UA 41.93 million callable,
and UA 5.99 million paid-up, shares) were held as treasury shares of the Bank in accordance with Article 6 (6) of the Bank Agreement. In
2002, the Board of Directors of the Bank approved the proposal to invite each of the successor states of the former Yugoslavia to apply
for membership in the Bank, though such membership would be subject to their fulfilling certain conditions inctuding the assumption
pro-rata of the contingent liabilities of the former Yugoslavia to the Bank, as of December 31, 1992, In the event that a successor state
declines or otherwise does not become a member of the Bank, the pro-rata portion of the shares of former Yugoslavia, which could have
been reallocated to such successor state, would be reallocated to other interested non-regional members of the Bank in accordance with
the terms of the Share Transfer Rules. The proceeds of such reallocation will however be transferable to such successor state. Furthermore,
pending the response from the successor states, the Bank may, under its Share Transfer Rules, reallocate the shares of former Yugoslavia to
interested nan-regional member states and credit the proceeds on a pro-rata basis to the successor states. In 2003, one of the successor
states declined the invitation to apply for membership and instead offered to the Bank, as part of the state’s Official Development Assistance
its pro-rata interest in the proceeds of any reallocation of the shares of former Yugoslavia. The Bank has since accepted the offer.
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Subscriptions by member countries and their voting power at December 31, 2006 were as follows:

(Amounts in UA thousands)
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% of % of Total

Total Total Amount Calfable Number Voting

MEMBER STATES Shares Shares Paid Capital of Votes Power

1 ALGERIA 83,055 3.820 92,960 737,600 83,680 3.782
2 ANGODtA 25,31 1.167 28,500 225,212 25,996 1.175
3 BENIN 4,245 0.195 4,817 37,633 4,870 0.220
4 BOTSWANA 46,571 2.142 52,306 413,405 47,196 2133
5  BURKINA FASO 8,502 0.437 10,163 84,231 9,419 0.426
6 BURUNDI 5173 0.238 6,465 45,256 5,798 0.262
7 CAMEROGN 22,588 1.039 25,526 200,371 23,213 1.049
8 CAPEVERDE 1,672 0.077 2,090 14,630 2,297 0.104
9 CENTRAL AFRICAN REPUBLIC 973 0.045 1,217 8512 1,598 0.072
10 CHAD 1,641 0.075 2,052 14,360 2,266 0.102
11 COMOROS 481 0.022 566 4,250 1,083 0.049
12 CONGO 9,861 0.454 11,450 87,170 10,485 0.474
13 COTE D'IVOIRE 81,008 3.726 101,260 708,820 81,633 3.689
14 DEMOCRATIC REPUBLIC OF CONGO 22,7140 1.046 28,426 198,975 23,365 1.056
15 DJIBOUTI 1,213 0.056 1,517 10,618 1,838 0.083
16 EGYPT 111,680 5.136 125,436 991,310 112,305 5.075
17 EQUATORIAL GUINEA 3,463 0.159 3,930 30,713 3.816 0.172
18 ERITREA 2,289 0.105 2,506 20,028 2,628 0.19
19 ETHIOPIA 34731 1.597 39,009 308,310 35,356 1.598
20 GABON 27,229 1.252 32,684 238,255 26,765 1.210
21 GAMBIA 3,385 0.156 3,828 30,130 3915 0.177
22 GHANA 49,488 2.276 53,151 441,752 50,113 2.265
23 GUINEA 9,063 0.417 10,525 80,106 6,480 0.428
24 GUINEA BISSAU 600 0.028 750 5,250 1,225 0.055
25 KENYA 31,664 1.456 35,569 281,080 32,289 1.459
26 LESOTHO 3,319 0.153 3,725 29,470 3,544 0.178
27 LIBERIA 4,230 0.195 5,287 37,017 4,855 0.218
28 LIBYA 79,756 3.668 84,583 707,978 80,381 3.633
29 MADAGASCAR 14,143 0.650 15,883 125,550 14,768 0.667
30 MALAWI 6,472 0.298 8,090 56,630 7,087 ¢.32
31 MAL 9,523 0.438 10,807 84,411 10,147 0.459
32 MAURITANIA 3,872 0.178 4,015 33,884 3,838 0173
33 MAURITIUS 14,075 0.647 15,813 124,940 14,700 0.664
34 MOROCCO 72,268 3324 82,020 640,660 72,893 3.294
35 MOZAMBIQUE 13,747 0.632 15,454 122,038 14,372 0.650
36 NAMIBIA 1387 0.340 8,301 65,570 8,012 0.362
37 NIGER 5,526 0.254 6,908 48,353 §,151 0.278
38 NIGERIA 197,236 9.071 218,280 1,754,094 193,268 8.734
39 RWANDA 2,965 0.136 3,333 26,310 3,590 0.162
40 SAQ TOME & PRINCIPE 1,489 0.068 1,864 13,024 2,114 0.096
41 SENEGAL 22,810 1.049 25,317 202,793 22,969 1.038
42 SEYCHELLES 1,224 0.056 1,501 10,739 1,849 0.084
43 SIERRA LEONE 5,298 0.244 6,024 46,361 5,923 0.268
44 SOMALIA 1,841 0.089 2,427 16,986 2,566 0.116
45 SOUTH AFRICA 97,225 4477 73,860 898,410 97,850 4422
46 SUDAN 8,830 0.406 11,036 17,257 0,455 0427
47 SWAZILAND 7,241 0.333 8,134 64,280 7,866 0.355
48 TANZANIA 18,248 0.839 20,685 161,805 18,874 0.853
43 TOGO 3,452 0.158 4,314 30,201 4,077 0.184
50 TUNISIA 30,451 1.4 34,205 270,310 31,076 1.404
51 UGANDA 11,206 0.515 13,199 98,863 11,623 0.525
52 ZAMBIA 26,952 1.240 30,966 238,553 27,578 1.246
53 ZIMBABWE 46,013 2.116 53,423 406,704 45,586 2.060
Total Regionals 1,306,593 60.093 1,451,758 11,611,224 1,330,051 60.109

Slight differences may occur in totals due to rounding.
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(Amounts in UA thousands)

% of % of Total

Total Total Amount Callable Number Voting

MEMBER STATES Shares Shares Paid Capital of Votes Power
Tatal Regionals 1,306,593 60.093 1,451,758 11,611,224 1,330,051 60,109
54 ARGENTINA 5,828 0.268 5,921 92,364 6,453 0.292
55 AUSTRIA 9,679 0.445 9,441 87,350 10,304 0.466
56 BELGIUM 13,917 0.640 13,579 125,600 14,542 0.657
57 BRAZIL 9,646 0.444 9,421 87,036 10,270 0.464
58 CANADA 81,413 3.744 79,406 734,730 82,038 3.708
59 CHINA 24,230 1.114 23,633 218,670 24,855 1.123
60 DENMARK 25,168 1.158 25,200 226,480 25,793 1.166
61 FINLAND 10,627 0.489 10,640 95,630 11,252 0.509
62 FRANCE 81,648 3.755 81,750 734,730 82,273 3.718
63 GERMANY 89,631 4122 89,740 806,570 90,256 4,079
64 [NDIA 4,846 0.223 4,730 43,730 5471 0.247
65 [TALY 52,437 2412 51,166 473,214 53,062 2.398
66 JAPAN 119,057 5.476 116,123 1,074,450 119,682 5.409
67 KOREA 9,679 0.445 9,441 87,350 10,304 0.466
68 KUWAIT 9,707 0.446 9,720 87,350 0,332 0.467
69 NETHERLANDS 18,530 0.852 16,858 168,450 19,155 0.866
70 NORWAY 25,168 1.158 25,200 226,480 25,793 1.166
71 PORTUGAL 5182 0,238 4,851 46,980 5,807 0.262
72 SAUGIARABIA 4,199 0.193 4,099 37,900 4,824 0.218
73 SPAIN 22,998 1.058 21,510 208,470 23,623 1.068
74 SWEDEN 33,495 1.541 32,666 302,290 34,120 1.542
75 SWITZERLAND 31,790 1.462 31,005 286,900 32,415 1.465
76 UNITED KINGDOM 36,449 1.676 35,551 328,940 37,074 1.675
77 UNITED STATES OF AMERICA 142,352 6.547 139,654 1,283,869 142,977 6.462
Total Non-Regionals 867,676 39.907 851,304 7,825,532 882,675 39.891
Grand Total 2,174,269 100.000 2,303,062 19,436,756 2,212,726 100.000

Slight differences may occur in totals due to rounding.
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Cumulative Exchange Adjustment on Subscriptions (CEAS)

Priar to the fourth General Capital Increase (GCI-IV), payments on the share capital subscribed by the non-regional member countries
| were fixed in terms of their national currencies. Under GCI-IV, payments by regional and non-regional members in U.S. dollars were fixed
at an exchange rate of 1 UA = US$ 1.20635. As a result of these practices, losses or gains could arise from converting these currencies
to UA when received. Such conversion differences are reported in the Cumulative Exchange Adjustment on Subscriptions account.

At December 31, 2006 and 2005, the Cumulative Exchange Adjustment an Subscriptions was as follows:

1
2006 | 2005

(UA thousands) |
Balance at January 1 151,759 | 147,203
Nei conversion losses on new subscriptions 3,983 | 4,556
Balance at December 31 | 155,742 151,759
.
Retained Earnings
Retained earnings as at December 31, 2006 and 2005 were as follows:
B
{UA thousands) { i
Balance at January 1, 2005 ’ 2,652,116 %
Net income for the year (Restated - Note C} . 77321
Net expenses recognized directly in equity | (3,785)
Cumulative Currency Translation Adjustment balance 5 (467,974) |
Balance at December 31, 2005 2,257,678
Net income for the current year . 54,832 |
Net expenses recognized directly in equity ‘ {7.165)
Balance at December 31, 2006 i 2,305,345

On May 17, 2006, the Board of Governors of the Bank approved the transfer of part of the income earned for the year ended
December 31, 2005. Previously, Board of Governors’ approved transfers of net income were reported as a distribution from retained
earnings. As discussed in Note C, with effect from 2006, Board of Governors' approved iransfers from net income are reported as
expenses in the Income Statement in the year such transfers are approved. The approvals in the years ended December 31, 2006 and
2005 were as follows:

(UA thousands) 2006 2005
Post Conflict Countries - DRC . 67,300 | 36,700
African Development Fund (ADF) 21,300 - 46,300
Highly Indebted Poar Countries | 10,600 \ 11,000
Special Relief Fund ; 15,000 5,000
Post Cenflict Countries Facility 25,000 1 30,000
Micdle Income Country Technical Assistance Fund - 15,000
Balance at December 31 |- 139,200 ‘ 144,000
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Fair value gains on available-for-sale equity investments
At Decernber 31, 2006 and 2005, the fair value gains on available-for-sale equity investments were as follows:

{UA thousands) ‘ 2006 2005

Balance at January 1 . 8,710 2,467
Net {losses)/gains for the year 8,574) 6,243
Balance at December 31 ‘ 136 8,710

NOTE L - INCOME FROM LOANS AND INVESTMENTS AND RELATED DERIVATIVES

Income from loans
Income from loans for the years ended December 31, 2006 and 2005 was as follows:

(UA thousands) 2006 2005

Interest income on |oans not impaired 284,769 279,009
Interest income on impaired loans =8,687 37,891
Commitment charges 3,848 5,226
Statutery commission 1,723 2,104
Total 329,027 324,230

Income from investments and related derivatives
Income from investments for the years ended December 31, 2006 and 2005 was as follows:

(UA thousands) 2006 2005

Interest income 214,989 161,762
Realized and unrealized fair value losses {1,165) {6,387}

Total 213,824 155,375

Total interest income from investments at amortized cost for the year ended December 31, 2006 was UA 106.22 million
{2005: UA 100.82 million).

NOTE M - BORROWING EXPENSES

Interest and amortized issuance costs
Interest and amortized issuance costs on borrowings for the years ended December 31, 2006 and 2005 were as follows:

(UA thousands) 2006 2005

Interest costs 242,477 221,203
Amortization of issuance costs 2,936 (2,687

Total 245,413 | 218,516
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Total interest expense for financial liabilities not at fair value through profit or loss for the year ended December 31, 2006 was
UA 76.38 million {2005: UA 75.86 millicn).

Net interest on borrowing-related derivatives
Net interest on borrowing-related derivatives for the years ended December 31, 2006 and 2005 was as follows:

—
(UA thousands) 2006 l 2005
Interest on derivatives payable (322,500) (207,741)
Interest on derivatives receivable 287,363 209,140
Total (35,137) ' 1,399

Unrealized gain/(loss) on fair-valued borrowings and related derivatives
Unrealized gain/{loss) on fair-valued borrowings and related derivatives for the years ended December 31, 2006 and 2005 was
as follows:

(UA thousands) 2006 2005
Borrowings 48,799 (90,647)
Cross currency swaps (25,780) | 84,593
Interest rate swaps {12,347) (24,719)
Total 10,672 (30,773)

The prior year net unrealized loss on fair-valued borrowings and related derivatives was restated due to changes in the classification
between the treatment of the bonds and swap discounts and premiums respectively. These changes in classification and treatment have
been made in conformity with the current year presentation and have no impact on either the total net unrealized loss on fair-valued
borrowings and related derivatives, or on the disclosure on the face of the income statement.

Unrealized gain on derivatives on non-fair valued borrowings and others
Unrealized net gain on derivatives on non-fair valued borrowings and others for the years ended December 31, 2006 and 2005 was as
follows:

{UA thousands) 2006 2005
interest rate swaps on borrowings 586 658
Cross currency swaps on borrowings 6,464 2,643
Macro hedge swaps ’ (8,061) (1,810)
Interest rate swaps on loans 21,697 | 6,331

Embedded derivatives on borrowings 381 (603)
Total 21,067 7,219
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NOTE N - ADMINISTRATIVE EXPENSES

Total administrative expenses relate 1o expenses incurred on behalf of the ADF, the NTF and for the operations of the Bank itself. The ADF
and NTF reimburse the Bank for their share of the total administrative expenses, based on an agreed-upon cost-sharing formula, which is
driven by certain selected indicators of operational activity for operational expenses and relative balance sheet sizes for non-operational

- expenses. However, the expenses allocated to the NTF shall not exceed 20 percent of the NTF's gross income.

Administrative expenses comprised the following:

{UA thousands) 2006 2005

Personnel expenses 143,234 124,517
Other general expenses 31,106 31,174
Total 154,340 155,691
Reimbursable by ADF {1°4,561) {111,859)
Reimbursable by NTF {2,920) {2,157)
Net 36,859 41,675

Included in general administrative expenses is an amount of UA 3.91 million {2005: UA 3.87 million) iricurred under operating lease
agreements for offices in Tunisia and in certain other regional member countries.

At the balance sheet date, the Bank had outstanding commitments under cperating leases, which fall due as follows:

(UA thousands) . 2006 2005

Within one year ‘ 3,941 3,419
In the second to fifth years inclusive 2,285 4,528
Total 6,226 7,947

Leases are generally negotiated for an average term of ane (1) to three (3) years and rentals are fixed for an average of one (1) year.
Leases may be extended for periods that are no fonger than the original term of the leases.

NOTE O - EMPLOYEE BENEFITS

Staff Retirement Plan

The Staff Retirement Plan (SRP), a defined benefit plan established under Board of Governors™ Resolusion 05-89 of May 30, 19889,
became effective on December 31, 1989, following the termination of the Staff Provident Fund. Every person employed by the Bank on
a full-time basis, as defined in the Bank’s employment policies, is eligible to participate in the SRP, upon completion of 6 months service
without interruption of more than 3G days.
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The SRP is administered as a separate fund by a committee of trustees appointed by the Bank on behalf of its employees. In November
2004, the Board of Directors of the Bank approved certain revisions to the SRP, including simplification of the calculation of the employee
contribution rate, more explicit reference to the Bank’s residual responsibility and rights as the SRP sponsor, changes in survivor child
benefits and an increase in the pension accumulation rate from -2 percent to 2.5 percent for each year of service. The past service cost
associated with these changes amounted to UA 1.64 million and has been recorded in 2004. Most participants have switched to the
revised SRP. Staff joining the Bank after fanuary 1, 2005 can benefit anly from the revised SRP. Under the revised SRP. employzes contribute
at a rate of 9 percent of regular salary. A tax factor included in the basis for the determination of contribution in the previous SRP has
been efiminated. The Bank typically contributes twice the employee contribution, but may vary such contribution based on the results of
annual actuarial valuations.

All contributions to the SRP are irrevocable and are held by the Bank separately in a retirement fund to be used in accordance with the
provisions of the SRP. Neither the contributions nor any income thereon shall be used for or diverted to purposes other thar the exclusive
benefit of active and retired participants or their beneficiaries or estates, or to the satisfaction of the SRP’s liabilities. At December 31,
2006, virtually all of the SRP’s investments were under external management and these were invested in indexed funds, with the following
objectives: a) Equity partfolio — to track as closely as possible, the returns of the Morgan Stanley Capital International Werld Index as well
as hedging the currency exposure of the SRP's anticipated future liabilities; b) Bond portfalio — to track as closely as possible, the returns
of the Citigroup World Government Bond Index as well as hedge the currency exposure of the SRP's anticipated future liabilities.

Medical Benefit Plan

The Medical Benefit Plan {MBP) was created under the Board of Directors’ resolution B/BD/2002/17 and F/BD/2002/18 of July 17, 2002
and became effective on January 1, 2003. Under the MBF, staff members or retirees contribute a percentage of their salary or pension
while the Bank also contributes twice the total staff contribution towards the financing of the MBP. Contribution rates by staif members
and retirees, which are based on marital status and number of eligible children, range between 0.70 percent to a maximum of 3.10
percent of salary or pension. An MBP board, composed of selected officers of the Bank and representatives of retirees and the staff
association, oversees the management and activities of the MBP. The contributions from the Bank, staff and retirees are deposited in a
trust account.

in accordance with 1AS 19, and based on actuarial valuations, the pension and medical benefit expenses for 2006 and 2005 for the Bank,
the ADF and the NTF combined (the Bank Group} comprised the following;

SRP MBP
{
{UA milliens) 2006 | 2005 2006 | 2005
Current service ¢ost — gross 16.56 | 15.42 3.87 3.87
Less: employee contributions (5.05) ’ 4.77) {0.97) {0.95)
Net current service cost 11.51 10.65 2.90 2.92
Interest cost 9.39 8.78 2.07 1.82
Expected return on plan assets (10.44) (8.87) (0.27) (0.19)
Expense for the year : 10.46 l 10.56 \ 4.70 4.55
|
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At December 31, 2006, the Bank group’s liability to the SRP and MBP amounied to UA 34.40 million and UA 35.86 million respectively
(2005: UA 33.81 million and UA 39.32 million respectively). At December 31, 2006 and 2005 the determination of these liabilities, which

are included in "Other accounts payable” on the Batance Sheet is set out below:

SRP MBP

(UA millions) 2006 | 2005 2006 2005
Fair value of plan assets: ‘ _ |

Market value of plan assets at beginning of year 166.76 | 140.89 - 4.76 3.07
Actual return on assets 10.92 ¢ 11.84 0.26 (0.07)
Employer’s contribution 2314 14.91 1.99 1.89
Plan participants’ contribution 5.05 4.77 0.99 ' 0.95
Benefits paid {6.39) 1 (5.65) (1.00) . {1.08)
Market value of plan assets at end of year 199.48 166.76 7.00 - 4.76
Present value of defined benefit obligation: ! :

Benefit obligation at beginning of year 20057 177.83 44,08 | 37.17
Current service cost 1151 10.64 - 290 2.92
Employee contributions 5.05 477 0.99 . 0.95
Interest cost 939 | 878 , 2.07 1 1.82
Actuarial lossf{gain) 13.75 4.20 - (6.18) ! 2.30
Benefits paid (6.39) l (5.65) {1.00), (1.08)
Benefit obligation at end of year 233.88 , 200.57 - 42.86 44.08
Funded status: I |

Liability recognized on the balance sheet at December 37, ‘ i :

representing excess of benefit over plan asset (34.40) ‘ {33.81) {35.86) ' (39.32)

There were no unrecognized past service costs at December 31, 2006 and 2005. The cumulative amounts of actuarial gains and losses
recognized in the statement of recognized income and expenses up to December 31, 2006 for the SRF and MBP were a net loss of
UA 14.50 million and a net gain of UA 3.55 million respectively {2005: SRP — UA 1.23 million; MBP — UA 2.55 million).

The following summarizes the funding status of the SRP at the end of the last five fiscal years:

(VA millions)

Staff Retirement Plan

Fair value of plan assets

Present value of defined benefit obligation
Plan deficit

Experience adjustments on plan assets
Experience adjustments an plan liabilities
Net experience adjustment

2006 | 2005 2004 2003 2002
i
199.48 | 166.76 140.89 119.81 99,51
(23388)  (20057)  (177.83)  (156.74)  (145.76)
(3440),  (338)) (3694 _ (36.93) (46.25)
f
3.45 - 2.97 1.56 (1.26) 16.15
(17.95) (4.20) (1.53) (5.37) {4.15)
(1450)  (1.23) 0.03 6.63) 12.00
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The funding status of the MBP at the end of 2006, 2005 and 2004 was as follows:

{UA millions)

Medical Benefit Plan

Fair value of plan assets

Present value of defined benefit obligation
Plan deficit

Experience adjustments an plan assets
Experience adjustments an plan liabilities
Net experience adjustment

L]
2006 | 2005 2004

i
7.00 | 4.76 3.07
(42.86) (44.08) (37.17)
(35.86) (39.32) (34.10)
.01, (2.55) (0.06)
3.56 - -
3.55 (2.55) (0.06)

Assumptions used in the latest available actuarial valuations at December 31, 2006 and 2005 were as follows;
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SRP MBP

{percentages) 2006 2005 2006 2005
Discount rate 5.00 4.75 5.00 4.75
Expected return on plan assets 6.00 6.00 5.00 4.75
Rate of salary increase 4.00 3.00 4.00 3.00
Future pension increase 2.50 2.25
Health care cost growth rate

- at end of fiscal year 3.00 9.00

- ultimate health care cost growth rate 5.00 5.00
Year ultimate health cost growth rate reached 2009 2009

The expected return on plan assets is an average of the expected long-term (10 years or more) returns for debt securities and equity
securities, weighted by the portfolio allocation. Asset class returns are developed based on historical returns as well as forward-looking
expectations. Equity return expectations are generally based upon the sum of expected inflation, expected real earnings growth and
expected long-term dividend yield. Bond return expectations are based upon the sum of expected inflation, real bond yield, and risk
premium. The discount rate used in determining the benefit obligation is selected by reference to the long-term year-end rates on AAA

corporate bonds,

For measurement purposes, the annual growth rate in the per capita cost of covered health care benefits is assumed to decrease ratably
between the current pericd and 2009, with the growth rate assumed to remain at that level thereafter.

No plan assets are invested in any of the Bank’s own financial instruments, nor any property occupied by, or other assets used by

the Bank.
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The following table presents the weighted-average asset allocation at December 31, 2006 and 2005 for the SRP:

{UA thousands) 2006 2005

Debt securities 79,794 100,058
Equity securities 39,742 66,705
Others 19,948 -
Total 149,484 166,763

At December 31, 2006 and 2005, all of the assets of the MBP were invested primarily in time deposits.

The Bank’s estimate of contributions it expects to make to the SRP and the MBP for the year endec December 31, 2007, are UA
24.20 million and UA 3.01 million respectively.

The health care cost growth rate can significantly affect the reported post-retirement benefit income or costs and benefit obligations for
the MBP. The following table shows the effects of a one-percentage-point change in the assumed health care cost growth rate:

1% Increase 1% Decrease
{(UA millions) ) 2006 2005 2006 2005
Effect on total service and interest cost 1.065 1.014 {0.900) (0.859)
Effect on post-retirement benefit obligation 10.242 10.442 (8.271) (8.475)

NOTE P - RISK MANAGEMENT

In the normal course of its development banking business, the Bank may be exposed to the following types of financial risks:

Country Credit Risk: Country credit risk includes potential losses arising from a country's inability or unwillingness to service its obligations
to the Bank. The Bank manages country credit risk through financial policies and lending strategies, including individual country exposure

limits and overall creditworthiness assessments. These include the assessment of the country's macroeconomic performance as well as its
socio-political conditions and future growth prospects.
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The individual country’s exposure to the Bank on outstanding loans as at December 31, 2006 was as follows:

(Amounts in UA thousands)

Unsigned % of Total

No. of Total Loans Undisbursed Outstanding Outstanding

Country Loans* Loans* Amount Balance Balance Loans
Angola 3 1,387 1,387 0.03
Botswana 7 17,567 - 17,567 033
Cameroon 6 75,954 17,604 58,350 1.10
Central African Republic 1 2,39 - 2,391 0.05
Comoros** 1 6,026 6,026 0.
Congo 4 47,006 - - 47,006 0.89
Céte D'lvoire™™* 15 358,574 7 2,543 356,024 6.73
Democratic Republic of Congo 10 708,551 - 708,551 13.39
Egypt 1 852,903 677,230 175,673 3.32
Ethiopia 7 38,250 - 38,250 0.72
Gabon 17 230,361 - 39,19 191,170 3.61
Ghana 5 16,108 7 - 16,101 0.30
Guinea 5 17,853 17,853 0.34
Kenya 4 14,075 14,075 0.27
Lesotho 1 1,253 - 1,253 0.02
Liberig** 19 39,246 47 39,199 0.74
Malawi 1 6,433 - 6,433 0.12
Mauritania 3 32,149 275 - 31,874 0.60
Mauritius ) 24,799 19,643 5,156 0.10
Morocco 21 1,707,094 612,343 1,094,751 20.69
Namibia 8 111,265 45,299 65,966 1.25
Nigeria 13 296,939 7,213 289,726 5.48
Senegal 3 36,879 513 - 36,366 0.69
Seychelles 5 5,315 5,315 0.10
Somalia™* 3 3,673 3,673 0.07
South Africa 4 190,831 190,831 3.61
Sudan** 5 51,772 - 51,772 0.98
Swaziland 10 100,505 16,996 83,509 1.58
Tanzania 1 3,689 - 3,689 0.07
Tunisia 40 1,644,628 497 644 1,146,984 2168
Uganda 1 1,644 - 1,644 0.03
Zambia 7 17,414 17,414 0.33
Zimbabwe™* 12 195,137 - - 195,137 3.69
Multinational 5 64,922 32 11,271 53,619 1.01
Total Public Sector 264 6,922,593 881 1,946,977 4,974,735 94.02
Total Private Sector 3 628,956 229,626 83,114 316,216 5.98
Total 295 7,551,549 230,507 2,030,091 5,290,951 100.00

*Excludes fully repaid loans and cancelled foans.
** Country in arrears as at December 31, 2006.

Slight differences may occur in totals due to rounding.

Annual Report zoo6

151




152

Chapter 008  African Development Bank

At December 31, 2006, the Bank had UA 2,030.09 million of loans which were committed but not yet disbursed (2005: 1,857.00 million).
The lending margin on these undisbursed loans has been fixed pursuant to signed loan agreements.

The distribution of outstanding loans at December 31, 2006 and 2005 by sector was as follows:

2006 2005

{Amounts in UA millions) Amount % Amount %
Multi-Sector 1,518.24 28.70 1,641.50 29.78
Finance 5 1,178.45 22.27 1,181.19 21.43
Transport 861.62 16.29 792.32 14.37
Agriculture & Rural Development : 395.17 7.47 441.34 8.01
Water Supply and Sanitation 330.88 6.25 334,05 6.05
Power 319.50 6.04 402.27 7.30
Industry, Mining and Quarrying 311.32 5.88 361.11 6.55
Social 190.16 3.59 196.53 3.57
Communications ‘ 185.56 3.51 162.09 2.94
Urban Development : 0.05 - 0.04 -
Total 5.290.95 100.00 5,512.44 100.00

Commercial Credit Risk: In the ordinary course of business, the Bank uses a variety of financial instruments, some of which involve
elements of commerdial credit risk. Commercial credit risk exposure represents the maximum potential accounting loss due to possible
non-performance by counterparties under the terms of the contracts. Additionally, the nature of certain instruments involves contract
value and notional principal amounts that are not reflected in the basic financial statements.

For investments in securities, the Bank limits trading to a list of authorized dealers and counterparties with the highest credit ratings. Credit
risk is controlled through application of eligibility criteria and fimits for transactions with individual counverparties, based on their credit
rating and size, subject to a maximum of 10 percent of the Bank’s total risk capital for any single counzerparty. For swap transactions,
the Bank has a potential risk of loss if the swap counterparty fails to perform its obligations. in order to reduce such credit risk, the Bank
only enters into long-term swap transactions with counterparties eligible under the Bank’s Asset and Liability Management Guidelines,
which include a requirement that the counterparties have a minimum credit rating of AA-/Aa3. The Bank does not anticipate that any of
its counterparties will fail to perform their obligations under such agreements.

The Bank may require collateral in the form of cash or other approved liquid securities from individual counterparties in order to mitigate
its credit exposure. At December 31, 2006, the fair value of such collateral held by the Bank was UA 5.61 million.

Currency Rate Risk: In order to minimize exchange rate risks the Bank matches, to the extent practicable, its borrowing obligations in
any one currency (after swap activities) with assets in the same currency. To avoid currency mismatches, barrowers are required to service
their loans in the currencies disbursed by the Bank. Because a large portion of the Bank’s funding comes from equity resources, which
are denominated in UA, the Bank's policy is to minimize the potential fluctuation of its net worth measured in UA by matching, to the
extent possible, the currency composition of its net assets with the proportions of the four currencies (U dollar, Euro, Japanese yen and
British pound) whose vatues affect the value of the UA.
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Net currency position at December 31, 2006 and 2005 was as follows:

Net currency position at December 31, 2006
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{UA thousands)
United
States Japanese Pound Units of
Euro Dollar Yen  Sterling Other Sub-total  Account Total
Assets
Cash 13,892 55,659 58,319 1,475 (16)| 129,329 129,329
Demand obligations - - - - 3,801 3,80 3,801
Investments — trading {net of repos) ¢ 825,376 1,538,925 50,661 10,206 142,789 | 2,567,957 2,567,957
Investments — held-to-maturity 707,189 1,159,385 216,105 558,796 -1 2,641,475 - | 2,641,475
Non-negotiable instrements on account of capital 990 15,607 - - - 16,597 3,786 | 20,383
Accounts receivable 135,660 214,359 73,400 123,386 41,849 | 588,654 12,318 { 600,972
Loans 1,453,622 1628117 610,555 2954 381,483 | 507671 -1 5078,11
Equity participations 2,269 37,637 - - 1,766 47,672 71,447 119,119
Other assets 1,448 186 - 474 {1,394) 714 14,240 14,954
4,140,446 4,649,875 1,008,040 697,331 576,278 111,072,970 101,791 11,174,761
Liahilities
Accounts payable {152,113} (194,267)  (43,633) (125056)  {(51,573}| (356,636); (82,324)] (648,960)
Barrowings (66,730) (2.832,915) (1,741,848) (65,242} (1,089,090}! (5.795.825)] (74,6441 (5,870,469)
{218,843} (3,027,176) (1,785,481) {190,298) (1,140,663)( (6,362,461} (156,968)] (6,519,429}
Currency swaps on borrowings and related derivatives ®  (2,420,203) 313,666 1,224,654 39,145 634,707 | (208,031) 5500 | (202,531)
Currency position of equity as at
December 31, 2006 1,501,400 1,936,365 448,213 546,178 70,322 (4,502,478 {49,677){ 4,452,804
% of sub-total 33.35 43.01 8.95 12.13 1.56 100.00 100,00
SDR composition as at December 31, 2006 35.90 42,02 10.29 11.79 1 100.00 100.00
{a) Investments held for trading comprise:
Investments held for tracing, net of repos 2,574,063
Derivative assets 1,278
Derivative liabilities (7,374)
Amount per statement of net currency position 2,567,957
{b) Currency swaps an borrowings comprise:
Derivative assets 272,032
Derivative liabilities (474,563)
Net swaps on borrowings per statement of net cusrency position (202,531)
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Net currency position at December 31, 2005

(UA thousands)
United
States Japanese Pound Units of
Furo Dollar Yen  Sterling Other Sub-total  Account Total
Assets
Cash 11,635 13,000 40,181 1,566 3,958 70,340 - 70,340
Demand obligations - - - 3,801 3,801 . 3,801
Investments — trading (net of repos) @ 811,346 1,443,382 - 7,085 218,532 2,480,345 - 2,480,345
Investments - hald-to-maturity 534,185 923,935 236,966 505,914 - 2,201,000 2,201,000
Nan-negotiable insiruments on account of capitat 1,401 18,725 - - - 20,126 3 25,897
Accounts receivable 118,369 269,013 66,092 18,486 7272 544,681 11,699 556,380
Loans 2,164,673 1,989,951 750,359 3,226 409,612 5,317,821 8 5317829
Equity participations 2,139 50,075 - 10,668 62,882 105,815 168,697
Cther assets 1,447 186 - 228 792 2,653 14325 . 15,978
3,645,195 4,708,267 1,083,598 536,505 720,084 10,703,649 137,618 (10,841,267
Liabilittes
Accounts payable (129,264)  (146,022) (32,134} (1,2079)  (99,266) 1407.893)  (90,330) (498,223)
Borrowings and embedded derivatives (314,366) {2,641,645) (1,919,909}  (60,237) (952,975) (5.889,132) (51,266} {5,940,398)
(443,630) (2,787,667) (1,952,043)  (61,444) (1,052,241) (6.297,025) (141,596) {6,438,621)
Currency swaps on borowings and related derivatives ®  {1,757,860) (92,667) 1,375,977 60,236 439,362 25,048 (49,619) {24,571}
Currency position of equity as ‘
at December 31, 2005 1,443,705 1,827,933 517,532 535,297 107,205 4,431,672  (53,597) 4,378,075
% of sub-total 32.58 41.25 11.68 12.08 241 100.00 100.00
|
SDR compaosition as at December 31, 2005 35.22 4043 12.47 11.88 100.00 100.00
(a) Investmants held for trading comprise:
Investments held for trading, net of repos 2,487,002
Derivative assets 1,060
Derivative liabilities {7,807}
Amount per statement of net currency position 2,480,345
{b) Currency swaps on borrowings comprise:
Derivative assets 284,867
Derivative liabilities {309,438}
Net swaps on borrowings per statement of net currency position {24,571}

Liguidity Risk: The Bank’s liquidity policy ensures that it has the resources to meet its net disbursement and debt service obligations
and allows it flexibility in deciding the appropriate time to access the capital market. As a long-term development lender, the Bank holds
sufficient fiquid assets to enable it continue normal operations even in the unlikely event that it is unable to obtain fresh resources from
the capital markets for an extended period of time. To achieve this abjective, the Bank operates on a prudential minimum level of liquidity,
which is based on the projected net cash requirement for a rolling 1-year period. The prudential minimum level of liquidity is updated
quarterly and includes all potential debt service payments due to early redemption of swaps and borrowings with embedded options.
To enable it to take advantage of low-cost funding opportunities as they arise, the Bank's policy permits a judicious increase of liquid
resources where there is an economic benefit. The Bank maintains interest rate limits for each internally managed or externally managed

active currency partfolio.
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The borrowing cost pass-through formulation incorporated in the lending rates charged on the Bank's loans has helped to limit the
interest rate sensitivity of the net spread earnings on its loan portfolio. The Bank holds or lends the proceeds of its borrowings in the
same currencies borrowed (after swap activities).

The table below provides an analysis of assets, [iabilities and equity into relevant maturity groupings based on the remaining period from
the balance sheet date to the contractual maturity date. It is presented under the most prudent consideration of maturity dates where
options or repayment patterns allow for early repayment possibilities. Therefore, liabilities are classified according to the earliest possible
repayment date, while assets are classified according to the latest possible repayment date. Assets and liabiiities that do nat have a
contractual maturity date are grouped together in the “Maturity undefined” category.

Liquidity position at December 31, 2006 and 2005 was as follows:

Liquidity position at December 31, 2006

(UA thousands)
More than More than More than More than
one year two years three years four years
but less butiess  butless  but less
Oneyear thantwo thanthree thanfour thanfive Morethan  Maturity
or less years years years years five years undefined Total
Assets
Cash 129,329 - - - - - - 129,329
Demand obligations 3,801 - - . - - - 3,801
Derivative assets 21,01 48,294 15,523 13,878 5,030 169,514 - 273,310
Investments — trading {net of repos) 2,574,053 - - - - - - 2,574,053
Investments — held-to-maturity 313,146 138,21 340,641 368,941 380,365 1,000,161 - 2,641,475
Non-negotiable instruments on account of capital 4,637 3971 3,760 3,842 1,616 2,557 - 20,383
Accounts receivable §23,560 - - - - - (222,588) 600,972
Loans — disbursed and outstanding 929,311 502,714 474,852 448,338 415627 2,520,109 - 5,290,901
Accumutated impaicment far loans losses - - - - - - (214,180} (214,180}
Equity participations - - - - - - 119,119 119,119
Other assets - - - - - - 14,954 14,954
Total assets 4,798,908 793,200 834,776 834,999 802,638 3,692,341  (302,695) 11,454,167
Liabilities and Equity
Accounts payable (648,960 - - - - . (648,960)
Derivative liabilities {95,947) (88,325) (35,317) (61,062) 4,632}  {196,654) - (481,937)
Barrowings and embedded derivatives (698,010) (1,085,259) (930,971) (883,875 (166,734) (2,111,184) 5,564 (5,870,469)
Equity - - - - - - (4452,807)  (4,452,801)
Total liabilities and equity (1,442,917) (1,173,584) (966,288) (944,937) (171,366) (2,307,838) (4,447,237} (11,454,167}

Liquidity position as at December 31, 2006 3,355.991  (380,384) (131,512) (109,938) 631,272 1,384,503 (4,749,932}

Supplementary information:

Leans in chronic arrears (more than 2 years)
included in loan balance above. 442,510 53,637 41,064 34,809 28,263 73,167 . 673,450
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Liquidity position at December 31, 2005

(UA thousands)
More than Mote than More than More than
one year two years three years four years
but less but less but less but less
Oneyear thantwo thanthree thanfour thanfive Morethan  Maturity
or less years years years years five years undefined Total
Assets
Cash 70,340 - 70,340
Demand obligations 3,801 - o - - - 3,800
Derivative assets 136,366 14,504 49,449 6,959 33,488 45,161 285,927
Investments — trading {net of repos} 2,487,092 - - - - - 2,487,092
Investments — held-to-maturity 222,220 223,520 228,780 307,450 355,980 830,548 32,502 2,201,000
Non-negotiable instruments on account of capital 6,615 4,428 4,090 3,918 4,004 2,842 25,897
Accounts receivable 754,144 - - - - (197,764) 556,380
Loans — dishursed and outstanding 895,040 533,510 528,750 494,360 441,950 2,618,832 5,512,442
Accumulated provision for loan impairment - - - . - - {194,613) (194,613}
Equity participations - - - 168,697 168,657
Other assets - - - - - - 16,978 16,978
Total assets 4,575,618 775,962 811,069 812,687 835,422 3,497,383 {(174,200) 11,133,941
Liabilities and Equity
Accounts payable {498,223} - - . - - (498,223)
Derivative liabilities (63,136) {20,359) (62,658) (7,093) (40,370) (123,629 (317,245)
Borrowings and embedded derivatives {700,4000  (348,170) {1,083,950) (420,130)  (956,780) {2,4%6,348) 5,380  (5,940,398)
Equity - - - - - (4,378,075  (4,378,075)
Total liabilities and equity {1,261,759)  (368,529) {1,146,608) (427,223} (997,150} (2,559,977) (4,372,695} {11,133,941)
Liquidity position as at December 31, 2005 3,313,859 407,433  (335,539) 385464 (161,728} 937,406 (4,546,895)
Supplementary infarmation:
Loans in chronic arrears {more than 2 years}
included in loan balance above.* 435,960 67,385 55,374 42,577 36,018 54,690 692,004

* The 2005 figures have been restated to include the private sector loans in chronic arrears.

Interest Rate Risk: Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest
rates, The extent of exposure to interest rate fisk is largely determined by the length of time for which the rate of interest is fixed for a
financial instrument. The Bank's principal interest rate risk management objective is to generate a stable overall net interest margin by
matching the interest rate characteristic and repricing profile of the assets with those of the underlying borrowings and equity sources,
respectively. The table below provides information on the extent of the Bank's interest rate exposure based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of irterest before maturity, the next
repricing date. Securities that comprise the Bank's trading portfolio are assumed to reprice within the "one year or less” category.
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Interest rate risk position as at December 31, 2006 and 2005 was as follows:

Interest rate risk position as at December 31, 2006
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{(UA thousands)
More than More than More than More than
one year two years three four years Non
butless  butless yearsbut  butless interest
Oneyear thantwo thanthree lessthan thanfive Morethan  bearing
or Jess years years four years years five years funds Total
Assets
Cash 129,329 - - - 129,329
Demand abligations 3,801 - - - - - 3,801
Investments @ 2,879,723 237,347 337, 71¢ 381,255 378,585 1,012,782 (17,963) 5,209,432
Non-negotiable instruments on account of capital 4,637 3,971 3,760 3,842 1,616 2,557 20,383
Accounts receivable 823,560 - - - - - {222,583) 600,972
Loans — disbursed and outstanding 2,271,415 286,961 239,624 211,502 200,596 2,080,853 5,290,951
Accumulated provision for loan impairment - - - - - - (14180 (214180)
Equity participations - 119,119 119,119
Qther assats - - - - - - 14,954 14,954
6,112,463 528,279 581,094 596,599 580,797 3,096,192  (320,663) 11,174,761
Liabilities
Accounts payable (648,960} - - - - - - (648,960
Borrawings ® (4,612,678) (326,422) (57,022 (8605)  (56,985) (1,077.633) 66,345 (6,073,000}
Macro hedge swaps (290,482} 31,242 - - 259,240 - - -
(5,552,120}  (295,180)  (57.022) (8,605) 202,255 (1,077,633) 66,345 (6,721,960
Pasition of interest rate risk as at
December 31, 2006 560,343 233,009 524072 587,994 783,052 2,018,559 (254,318) 4,452,801
{a) Investments comprise:
Investments 6,093,361
Derivative assets - investments 1,278
Derivative fiabilities - investments (7.374)
Securities sold under agreements to repurchase (877,833)
Amount per statement of interest rate risk 5,209,432
(b) Barrowings comprise;
Borrowings 5,870,469
Derivative assets - borrowings (272,032)
Derivative liabilities - borrowings 474,563
Net harrowings per statement of interest rate risk 6,073,000
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Interest rate risk position as at December 31, 2005

{UA thousands)
More than More than More than More than
one year two years three four years Non
butless  butless yearshut  but less interest
One year than two than three lessthan than five More than  bearing
or less years years four years years five years funds Total
Assets
Cash 70,340 - - - 70,340
Demand obligations 3,801 - - - - - - 3.801
Investments 2,796,958 226,915 302,019 343,71 357,724 654,008 - 4,681,345
Non-negotiable instruments on account of capital 6,399 4,418 4,039 3,835 4,138 3,068 - 25,897
Accounts receivable 750,993 - - - - - (194,613) 556,380
Loans — disbursed and outstanding 1,852,608 605,843 276974 219,773 169,836 2,387,408 - 5,512,442
Accumulated provision for loan impairment - - - - - - (194,613)  (194,613)
Equity participations - - 168,697 168,697
Othar assets - - - - - - 16,978 16,978
5,481,089 837,176 583.032 567,329 531,698 3,044,484  (203,551) 10,841,267
Liabilities
Accounts payable {498,223 - - - - - (498,223)
Borrowings ® (4,136,033}  (554,768) (86,558) (53,766) (8,405) (1,217,599) 92,160 (5,964,969
Macro hedge swaps {238,583} 8,795 23,788 - - 205,000 - -
(4,872,839) (544.973)  (62,770) {53,766} (8,405) {1,012,599) 92,160 (6,463,192}
Position of interest rate risk as at
December 31, 2005* 608,260 292,203 520,262 513,563 523,293 2,031,885 (111,391) 4,378,075
* Position of interest rate risk represents equity
(a) Irvestments comprise:
Investments 5,155,053
Derivative assets - investments 1,060
Derivative ligbilities - investments (7,807}
Securities sold under agreements to repurchase (466,961}
Amount per statement of interest rate risk 4,681,345
{b) Borrowings comprise:
Borrowings 5,940,398
Derivative assets - borrowings 309,438
Derivative liabilities - borrowings {284,867)
Net borrowings per statement of interest rate risk 5,964,969
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Equity Price Risk: The Bank’s equity price risk results fram exposures to changes in the fair value of individual equity participations. The
Bank limits its exposure to equity price risk by limiting the size of its individual equity participations and regularly assessing and reviewing
risk ratings on each equity participation.

NOTE Q - RELATED PARTIES

The following related parties have been identified:

The Bank makes or guarantees loans to some of its members who are also its shareholders, and borrows funds from the capital markets
in the territories of some of its shareholders. As a muftilateral development institution with membership comprising 53 African states and
24 non-African states {the “regional members” and “non-regional members" respectively}, subscriptions to the capital of the Bank are
made by all its members. All the powers of the Bank are vested in the Board of Governors, which consists of the Governors appointed by
each member of the Bank, who exercise the voting power of the appointing member country. Member country subscriptions and voting
powers are disclosed in Note K. The Board of Directors, which is composed of eighteen (18) Directors elected by the member countries,
is responsible for the conduct of the general operations of the Bank, and for this purpose, exercises all the powers delegated to it by the
Board of Governars. The Bank also makes or guarantees loans to certain of the agencies of its regional member countries and to public
and private enterprises operating within such countries. Such loans are approved by the Board of Directors.

In addition to its ordinary resources, the Bank administers the resources of other entities under special arrangements. In this regard, the
Bank administers the resources of the ADF. Furthermore, the Bank administers various special funds and trust funds, which have purposes
that are consistent with its objectives of promoting the economic development and social progress of its regional member countries. In
this connection, the Bank administers the NTF as well as certain multilateral and bilateral donor funds in the form of grants.

The ADF was established pursuant to an agreement between the Bank and certain countries. The general opefation of the ADF is con-
ducted by a 12-member Board of Directors of which & members are selected by the Bank. The Bank exercises 50 percent of the voting
power in the ADF and the President of the Bank is the ex-officio President of the Fund. To carry out its functions, the ADF utilizes the
offices, staff, organization, services and facilities of the Bank, for which it reimburses the Bank based on an agreed cost-sharing formula,
driven in large part by the number of programs and projects executed during the year.

The Bank's investment in the ADF is included in Equity Participations and disclosed in Note H. In addition to the amount reported as an
equity participation, the Bank periodically makes allocations to the Fund, to further its objectives. Net income allocations by the Bank
to ADF are reported as Other Resources in the Fund’s financial statements. Net income allocation to the Fund in 2006 amounted to
UA 21.30 million {2005: UA 46.30 million).

The NTF is a special fund administered by the Bank with resources contributed by Nigeria. The ADB Board of Directors conducts the
general operations of NTF on the basis of the terms of the NTF Agreement and in this connection, the Bank consults with the Government
of Nigeria. The NTF also utilizes the offices, staff, organization, services and facilities of the Bank for which it reimburses to the Bank its
share of administrative expenses for such utilization. The share of administrative expenses reimbursed to the Bank by both the ADF and
NTF are disclosed in Note N.

The grant resources administered by the Bank on behalf of other donors, including its member countries, agencies and other entities are
generally restricted for specific uses, which include the co-financing of Bank’s lending projects, debt reduction operations and technical
assistance for borrowers including feasibility studies. Details of the outstanding balance on such grant funds at December 31, 2006 and
2005 are disclosed in note T-5.

The Bank also administers the SRP and MBP. The activities of the SRP and MBP are disclosed in Note O.
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Management personnel compensation
Compensation paid to the Bank's management personnel and executive directors during the years ended December 31, 2006, and 2005
was made up as follows:

{UA thousands} 2006 2005

Salaries “2,211 14,839
Termination benefits 317 332
Contribution to retirement and medical plan 2,420 2,699
Other benefits 3,612 4,035
Total 18,560 21,905
\
The Bank may also provide personal loans and advances to its staff, including those in management. Such loans and advances, guar-
anteed by the terminal benefits payable at the time of departure from the Bank, are granted in accardance with the Bank’s rules and
requlations. At December 31, 2006 outstanding balances on loans and advances to management staff amounted to UA 1.93 million
(2005: UA 3.29 million). No expense was recognized during the year in respect of impairment on debts due from related parties.
- NOTE R - SEGMENT REPORTING

The Bank's products and services are similar and are structured and distributed in a fairly uniform manner across borrowers. In the opinion
of management, the Bank operates in a single operating segment.

NOTE 5 - APPROVAL OF FINANCIAL STATEMENTS

On March 28, 2007, the Board of Directors authorized these financial statements for issue to the Board of Governors. The financial state-

The Bank is a multilateral development finance institution dedicated to the economic and social progress of its regional member states.
ments will be approved by the Board of Governors at its annual meeting in May 2007.

|

I

|
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NOTE T - SUPPLEMENTARY DISCLOSURES

NOTE T-1: EXCHANGE RATES
The rates used for translating currencies into Units of Account at December 31, 2006 and 2005 were as follows:

r—

2006 2005

1TUA=SDR = Algerian Dinar 107.190000 i 106.172000
Angolan Kwanza ! 120.940000 115.024000
Botswana Pula ' 9.090080 ! 7.870420
Brazifian Real 3.215210 | 3.344340
Canadian Dollar 1.753080 1.664180
Chinese Yuan 11.747400 11.534500
CFA Franc 749.293000 794.725000
Danish Kroner , 8517020 9,0383810
Egyptian Paund I 8.474270 8.315660
Ethiopian Birr | 13.127200 12.359500
Euro | 1.142290 1.211550
Gambian Dalasi | 41.391100 40.771100
Ghanaian Cedi ! 13,915.500000 | 12,958.800000
Guinean Franc 8,283,200000 5,532.230000
Indian Rupee | 66.539800 64.416800
Japanese Yen ' 178.948000 168.610000
Kenyan Shilling | 105.462000 106.078000
Korean Won ; 1,398.490000 1,458.260000
Kuwaiti Dinar ' 0.434622 0.418938
Libyan Dinar : 1932370 1.932370
Mauritian Rupee j 51.656400 | 43.830800
Moroccan Dirham 1 12.728400 13.199900
Nigerian Naira ‘ 191.482000 187.274000
Norwegian Krone 9410170 9.674270
Pound Sterling : 0.766377 0.830055
Sao Tomé Dobra ; 17,360.200000 14,533.100000
Saudi Arabian Riyal 5.641490 ! 5.359750
South African Rand ! 10.485700 I 9.040120
Swedish Krona 1 10.339000 ° 11.336300
Swiss Franc ! 1.835820 1.878480
Tunisian Dinar | 1.960350 1.945380
Ugandan Shilling 2,726.760000 J 2,603.460000
Us Dollar 1.504400 | 1.429270
Zimbabwean Dollar 372.130000 1 37,598.000000

No representation is made that any currency held by the Bank can be or could have been converted into any other currency at the cross rates
resulting from the rates indicated above.
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NOTE 7-2: OTHER DEVELOPMENT ASSISTANCE ACTIVITIES

(iy Democratic Republic of Congo (DRC)

In connection with an internationally co-ordinated effort between the Bank, the International Monetary Fund (the IMF), the World
Bank and other hilateral and multilateral donors to assist the Democratic Republic of Congo {DRC) ir its reconstruction efforts, the
Board of Directors on June 26, 2002, approved an arrears clearance plan for the DRC, Under the arrears clearance plan, contributions
received from the donor community were used immediately for partial clearance of the arrears owed by the DRC. The residual amount
of DRC’s arrears to the Bank and loan amounts not yet due were consolidated into new contractual receivables, such that the present
value of the new loans was equal to the present value of the amounts that were owed under the previous contractual terms. The
new loans carry the weighted average interest rate of the old loans. In approving the arrears dearance plan, the Board of Direciors
considered the following factors: a) the arrears clearance plan is part of an internationally coordinated arrangement for the DRC;
b} the magnitude of DRC's arrears to the Bank ruled out conventional solutions; ¢} the prolonged armad conflict in the DRC created
extensive destruction of physical assets, such that the DRC had almost ne capacity for servicing its debt; and d) the proposed package
would result in a significant improvement in its repayment capacity, if appropriate supporting measures are taken. Furthermore, there
was no autematic linkage between the arrears clearance mechanism and the debt relief that may be subsequently provided on the
consolidated facility. In June 2004, the DRC reached its decision point under the Heavily Indebted Pcar Countries {HIPC) initiative.
Consequently, the consolidated facility has since that date benefited from partial debt service relief under HIPC.

A special account, separate from the assets of the Bank, was established for all contributions towards the DRC arrears clearance plan.
Such contributions may inctude allocations of the net income of the Bank that the Board of Governors may from time to time make
to the special account, representing the Bank's contribution to the arrears clearance plan. The amount of such net income allocation
is subject to the approval of the Boards of Governors of the Bank, typically occurring during the annual general meeting of the Bank.
Consequently, income received on the consolidated DRC loans is recognized in current earnings and is transferred out of reserves to
the special account only after the formal allocation, in whole or in part, of such amount by the Board of Governors of the Bank.

{ii} Post-Conflict Countries Assistance

The Post Conflict Countries’ Fund was established as a framewaork to assist countries emerging fram conflict in their efforts towards re-
engagement with the donor community in order to reactivate development assistance and help these count-ies reach the Heavily Indebted
Poor Countries (HIPC) decision point to qualify for debt relief after clearing their loan arrears to the Bank Group. The framework entails
the setting aside of a pool of resources through a separate facility with allocations from the ADB's net income, and contributions from
the ADF and other private donors. Resources from the facility are provided on a case-by-case basis to genuine post-conflict countries not
yet receiving debt relief to fill financing gaps after maximum effort by the post-conflict country to clear its arrears to the Bank Group.
In this connection, the Board of Governars by its Resolution B/BG/2004/07 of May 25, 2004, established the Post-Conflict Countries
Facility (PCCF) under the administration of the ADF and approved an allocation of UA 45 million from the 2003 net income of the Bank.
The Board of Governors alsg, by its resolution B/BG/2005/05 of May 18, 2005, approved an additional allocation of UA 30 million
from the 2004 net income as the second installment of the Bark's contribution to the facility and by its resolution B/BG/2006/04
of May 17, 2006, the Board of Governars also approved the third and final installment of the Bank’s allocation of UA 25 million
from the 2005 net income. By policy, contributions made by ADB to the PCCF are not used to clear the debt owed to the Bank by
beneficiary post-condlict countries.

(iii) Heavily Indebted Poor Countries (HIPC) Initiative
The Bank participates in a multilateral initiative for addressing the debt problems of countries identified as HIPCs. Under this initia-
tive, creditors provide debt relief for eligible countries that demonstrate good policy performance over an extended pericd to bring
their debt burdens to sustainable levels. Under the original HIPC framework, selected loans to eligible beneficiary countries were
paid off by the HIPC Trust Fund at a price equivalent 1o the lower of the net present value of the loans, as calculated using the
methodology agreed under the initiatives, and their nominal values.

Following the signature of a HIPC debt refief agreement, the relevant loans were paid off at the lower of their net present value or
their carrying value. On average, loans in the ADB's portfolio carry higher interest rates than the present value discount rates applied
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and therefore the net present value of the loans exceeds the book value. Consequently, affected ADB loans were paid off by the
HIPC Trust Fund at book values.

The HIPC initiative was enhanced in 1999 to provide greater, faster and more poverty-focused debt relief. This was achieved by
reducing the eligibility criteria for qualification under the initiative and by commencing debt relief much earlier than under the original
framework. Under the enhanced framework, where 32 African countsies are eligible, the debt relief is delivered through annual debt
service reductions, as well as the release of up to 80 percent of annual debt service obligations as they come due until the tota! debt
relief is provided. In addition, interim financing between the decision and completion points of up to 40 percent of total debt relief
is provided whenever possible within a 15-year horizon. At December 31, 2006, the Board of Directors had approved relief for 17
ADB borrowing countries, of which 13 had reached the completion point. During the year ended December 31, 2006, debt relief of
UA 52.28 million (2005: UA 106.05 million) was received on behalf of the ADB borrowing countries.

(iv) Multilateral Debt Relief Initiative (MDRI)
At the Gleneagles Summit on July 8, 2005, the Group of 8 major industrial countries agreed on a proposal for the ADF, the
International Development Association {IDA), and the International Monetary Fund (IMF) to cancel 100 percent of their claims on
countries that have reached, or will reach, the completion point under the enhanced HIPC Initiative.

The main objective of the MDRI is to complete the process of debt relief for HIPCs by providing additional resources to help 38
countries worldwide, 33 of which are in Africa, to make progress towards achieving the Millennium Development Goals (MDGs),
while simultaneously safequarding the long-term financing capacity of the ADF and the 1DA. The debi cancellation would be delivered
by relieving post-completion-point HIPCs’ repayment obligations and adjusting their gross assistance flows downward by the same
amount. To maintain the financial integrity of the ADF, donors have committed to make additional contributions to the ADF to match
“doltar-for-dollar” the foregone principal and service charge payments.

The MDRI became effective for the ADF on September 1, 2006. As of that date, the ADF wrote down its balance of disbursed and
outstanding loans net of HIPC relief by an amount of UA 3.84 biliion, with a corresponding decrease as of that date in the ADF's
net assets. The reduction in the net asset value of the ADF has resulted in a reduction in the value of the Bank's investment in the
Fund by UA 34.75 million during the year.

NOTE T-3: SPECIAL FUNDS
Under Article 8 of the Agreement Establishing the Bank, the Bank may establish or be entrusted with the administration of special funds.
At December 31, 2006 and 2005, the following funds were held separately from those of the ordinary capital resources of the Bank:

(i) The NTF was established under an agreement signed on February 26, 1976 (the Agreement) between the African Development
Bank and the Federal Republic of Nigeria. The Agreement stipulates that the NTF shall be in effect for a period of 30 years from the
date the Agreement became effective and that the resources of the NTF shall be transferred to Nigeria upon termination. However,
the 30-year sunset period may be extended by mutual agreement between the Bank and Nigeria. The terms of the current agreement
terminated on April 25, 2006. The Nigerian authorities in May 2006 granted a one-year extension, for the agreement to April 25,
2007. On March 27, 2007, the Government of Nigeria granted a further 1-year extension of the NTF Agreement to April 25, 2008.
The initial capital of the NTF was Naira 50 million payable in two equal installments of Naira 25 million each, in freely convertible
currengies. The first installment, equivalent to US$ 39.90 million, was received by the Bank on July 14, 1976, and payment of the
second installment, equivalent to US$ 39.61 million, was made on February 1, 1977.

Ouring May 1981, the Federal Republic of Nigeria announced the replenishment of the NTF with Naira 50 million. The first installment
of Naira 35 million {US$ 52.29 million) was paid on October 7, 1981, The second installment of Naira 8 million (US$ 10.87 million) was
received on May 4, 1984. The payment of the third installment of Naira 7 million (US$ 7.38 million) was made on September 13, 1985.
Foltowing a request by the Government of Nigeria on June 14, 2006, a payment of US$ 200 million (UA 135.74 million) was made

to the Government of Nigeria from the resources of the Fund.

Annual Report 2006

163




Chapter o6 African Development Bank

The resources of the NTF at December 31, 2006 and 2005 are summarized below:

2006

{UA thousands) 2005
Contribution received 128,586 128,586
Funds generated (net) 251,201 374,183
Adjustment for translation of currencies (111,666) (93,693)
268,121 409,076
Represented by;
Due from banks 2,404 1,916
Investments 191,760 321,736
Accrued income and charges receivable on leans 9,685 10,770
Accrued interest on investments 960 4,970
Other amounts receivable 89 10
Loans outstanding 54,274 70,908
269,172 410,310
Less: Current accounts payable {1,051) {1,234)
268,121 409,076

(i} The Special Relief Fund (for African countries affected by drought) was established by Board of Governors’ Resolution 20-74
to assist African countries affected by unpredictable disasters. The purpose of this fund was subsequently expanded in 1991 to
include the provision of assistance, on a grant basis, to research institutions whose research objectives in specified fields are likely to
facilitate the Bank's objective of meeting the needs of regional member countries in those fields. The resources of this fund consist
of contributions by the Bank, the ADF and various member siates.

The summary statement of the resources and assets of the Special Relief Fund (for African countrias affected by drought) as at

164

December 31, 2006 and 2005 follows:

2006

{UA thousands) 2005
Fund balance 62,448 47,448
Funds generated 3,808 3,083
Funds allocated to SDA 1 1
Less: Relief disbursed {46,996) {40,133)
19,261 10,399
Represented by:
Due from banks 757 102
Investments 18,466 10,635
Interest receivable 38 9
19,261 10,746
Less: Accounts payable . (347)
19,261 10,399

At December 31, 20086, a total of UA 4.67 million (2005: UA 7.03 million) had been committed but not yet disbursed under the Special

Relief Fund.
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NOTE T-4: TRUST FUNDS

The Bank has been entrusted, under Resolutions 11-70, 19-74 and 10-85 of the Board of Governors, with the administration of the
Mamoun Beheiry Fund, the Arab Qil Fund, and the Special Emergency Assistance Fund for Drought and Famine in Africa. These funds,
held separately from those of the ordinary resources of the Bank, are maintained and accounted for in specific currencies, which are
transiated into Units of Account at exchange rates prevailing at the end of the year,

{i) The Mamoun Beheiry Fund was established under Board of Governors' Resolution 11-70 of October 31, 1970, whereby
Mr. Mamoun Beheiry, former President of the Bank, agreed to set up a fund, which could be used by the Bank to reward staff members
who had demonstrated outstanding performance in fostering the objectives of the Bank.

(ii) The Arab Oil Fund (contribution of Algeria) was established following Board of Governors’ Resolution 19-74 of July 4, 1974.
Under a protocol agreement dated November 15, 1974, the Bank received the sum of US$ 20 miifion from the Government of Algeria
1o be kept as a Trust Fund from which loans could be granted to member countries affected by high il prices. On August 11, 1975,
an amount of US$ 5.55 million was refunded to Algeria upon request, leaving a balance of US$ 14.45 million, from which loans
refundable directly to Algeria have been made. At December 31, 20086, a total of US$ 13,45 million (2005: US$ 13.45 million} had
been so repaid.

(iii} The Special Emergency Assistance Fund for Drought and Famine in Africa (SEAF} was established by the 20th Meeting
of Heads of State and Government of member countries of the African Union formerly Organization of African Unity (OAU) held in
Addis Ababa, Ethiopia, from November 12 to 15, 1984, under Resolution AHG/Res. 133 (XX), with the objective of giving assistance
to African member countries affected by drought and famine.
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The financial highlights of these Trust Funds at December 31, 2006 and 2005 are summarized below:

{UA thousands} 2006 2005

i)  Mamoun Beheiry Fund

Contribution 152 152
Income from investments 233 197

385 349

Less: Prizes awarded (30) (30)

Gifts {25) {25)

330 294

~ Reprasented by:

Short-term deposits 310 277

Due from banks 17 15
Accrued interest ! 3 2

330 294

ii}  Arab Oil Fund (contribution of Algeria)

_/ Net contribution 665 700
Represented by: ‘
Loans disbursed net of repayments 665 700

iii) Special Emergency Assistance Fund for Drought and Famine in Africa

Contributions 20,927 22,027
Funds generated 5,331 5,395
26,258 27,422
Relief granted {21,995) (23,012)
4,263 4,410

Represented by:
Due from banks 63 207
Investments 4,193 4,200
Accrued interest 2 3
4,263 4,410
Total Resources & Assets of Trust Funds ‘ 5,258 5,404
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NOTE T-5: GRANTS

The Bank administers grants on behalf of donors, including member countries, agencies and other entities. Grant resources are restricted for
specific uses, which include the co-financing of the Bank’s lending projects, debt reduction operations, technical assistance for horrowers
including feasibility studies and project preparation, global and regional programs and research and training programs. These funds are
placed in trust and are not included in the assets of the Bank. In accordance with Article 11 of the Agreement establishing the Bank, the
accounts of these grants are kept separate from those of the Bank.

The undisbursed balances of the grani resources at December 31, 2006 and 2005 were as follows:

(UA thousands) 2006 2005
Africa Water Facility Fund ! 16,359 -
AMINA 1,475 1,455
AMTA/NAMTA 172 141
Austria 906 -
Belgium 2,204 2,314
Canada 278 372
China 229 55
Denmark 1,578 1,585
FAPA 6921 -
Finland 1,248 127
France 2,907 3,120
ICP -Africa N 434
India 945 1,169
Italy 4,694 1.114
Korea 1,068 1,484
Multi-denor Water Partnership Program 1,828 -
Nepad Infrastructure _ ‘ 2,596 2,387
Nordic 1,108 1,611
Norway 1,000 1,274
The Netherlands 2,398 3,681
The Nigeria Technical Cooperation Fund 16,980 17,763
The United Kingdom 1,322 -
RWSSI 21,145 -
Spain 354 375
Sweden 988 1,250
Switzerland 272 269
Others 158 172
Total 91,354 49,352
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INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF GOVERNORS OF
THE AFRICAN DEVELOPMENT BANK

We have audited the accompanying annuat financial statements of the African Development Bank (the Bank), which comprise the balance sheet as a1
31 December 2006 and the income statement, the statement of recognised income and expense and the statement of cash flows for the year then ended, a
summary of significant accounting policies and other explanatory notes, as sct out in notes A to T, The financial statements have been prepared under the
accounting policies set oul therein, for the purpose of submitting approved and audited financial statements to the Board of Governors as required by Article
32(d) of the Agreement establishing the Bank. This report is made solely to the Bank’s Board of Governors, as a body, in accordance with Article 32(d) of
the Agreement establishing the Bank. Our audit work has been undertaken so that we might state to the Bank’s members those matters we ure required to
state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Bank and the Bank's members as a body, for our audit work, for this repor, or for the opinions we have formed.

Management’s Responsibility for the Annual Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with International Financial Reporting
Standards, and in the manner required by the Agreement Establishing the Bank. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due 1o fraud or
error; selecting and applying appropriate accounting pelicies; and making accounting cstimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International Standards
on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures 1o obtain audit evidence aboul the amounts and disclosures in the financial stztements. The procedures selected
depend on the auditer’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s intemnal control. An audit also includes evaluating the appropriateness of accounting principles used and the reasonableness of accounling estimates
made by management, as well as evaluating the overail financial statement presentation,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit epinion.

Basis for Qualified Opinion

As set out under the Member Countries” Subseription accounting policy in Note B 10 the financial statements, the Agreement Establishing the Bank
provides that a member country (or *State”) may withdraw from the Bank at any time (defined as the “termination date™). E<ercising such right of withdrawal
requires the Bank to arrange for the repurchase of such member country's shares as part of the settlement of accounts with that State. In our view, although
the Bank is able to withhold any amount due to the member country for its shares so long as the State remains liable as borrower or guarantor to the Bank,
and notwithstanding the fact that the member country remains liable for its direct and contingent liabilitics to the Bank as long as any part of the loans or
guarantees contracted before the termination date is outstanding, the Bank does not have the unconditional right to avoid seitling its contractual obligations at
termination date to the member country. Therefore, in accordance with International Financial Reporting Standard IAS 32, “Financial Instruments: Disclosure
and Presentation”, member countries’ capital stock should be reclassified in the Bank's financial statements as financial Babilities instead of equity.

The impact of this accounting treatment would be ta reclassify credit balances of UA 2,303,061,682 and UA 2,263.445,736 of capital stock and to reclassify
debit balances of UA 155,742,042 and UA 151,758,878 of cumulative exchange adjustment on subscriptions from equity to liabilities in the balance sheet
of the Bank for the years ended 31 December 2006 and 31 December 2005 respectively.

Disagreement with management — Qualified Opinien

In our opinion, except for the effect on the annual financial statements of the matter referred to in the preceding paragraph, the financial statements present
fairly, in all materiat respects, the financial position of the Bank as at 31 December 2006, and of its financial performance and its cash flows for the year
then ended in accordance with lnternational Financial Reporting Standards.

Deloite & Toude LLO

Deloitte & Touche LLP
Chartered Accountants
London

30 March 2007
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| ADMINISTRATIVE BUDGET FOR FINANCIAL YEAR 2007

{UA thousands)
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iDescription

} Personnel Expenses
Salaries
Benefits
Other Employee Expenses
Short Term Staff
Consultants
Staff Training

General Expenses
Official Missions
Accommadation/Office Occupancy
Equipment Rental, Repairs and Maintenance
Communication Expenses
Printing, Publishing & Reproduction
Office Supplies and Stationery
Library
Other Institutional Expenses

Total Administrative Expenses
Depreciation
Total

Less: Management Fees
Net Administrative Budget

77,551
48,908

7323

1,772

11,644

1,622
880

13,931
8,033
4,764
5,708
1,130
576
663
10,104

44914

193,734
9,090

202,824

{148,904)
53,920
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AFRICAN DEVELOPMENT
FUND

Financial Management

Subscriptions

ADF Replenishments

The resources of ADF mainly cansist of sub-
scriptions by the Bank and State Participants,
as well as other resources received by the
Fund. Cumulative subscriptions and contri-
butions to ADF as of December 31, 2006
stood at UA 15.26 billion {UA 14.95 billion in
2005).

The replenishment level for the Tenth General
Replenishment of the resources of the Fund
(ADF-X} was set at UA 3.40 billion, and cov-
ers the 2005-2007 operational period, ADF-X
became effective in September 2005, and,
as of December 31, 2006, State Participants
subscribed to an amount of UA 2.23 billion,
representing 65.59 percent of the ADF-X
target replenishment level,

Subscriptions to the Fund are usually
paid in three equal annual installments,
in either cash or promissory notes. As of
December 31, 2006 payments received for
ADF-X amounted to UA 1.39 billion and
included advance payments made under
the accelerated encashment framework.
The last ADF-X installments are due by
April 30, 2007, The encashment schedules
of promissory notes are directly linked to
specific ADF replenishments and usually
cover a standard 10-year period based on
disbursement projections.

Commitments under the

Multilateral Debt Relief Initiative
The Multilateral Debt Relief Initiative {(MDRI or
Initiative} became effective on September 1,

2006." To preserve the financial integrity
and the financing capacity of the African
Development Fund, the terms of the MDRI
require donors to fully compensate the Fund
for debts cancelled. The cost of the MDRI? is
estimated at UA 5,835.9 million in nominal
terms. Management will, at the commence-
ment of each ADF replenishment, adjust this
cost estimate for exchange-rate induced
excesses or shartfalls that have materialized
over the previous replenishment period.

As of December 31, 2006, the Fund received
from donors aggregate commitments in
excess of UA 4.00 billion. These commit-
ments represent 74 percent of the indicative
cost of debt relief for 33 eligible countries
(UA 5,835.9 million}. The total indicative cost
of the MDRI for the period 2006-2007 is
UA 84.8 million and payable on January 15,
2007. As of December 31, 2006, payments
of UA 43.25 million had been received.

Investments

ADF cash and liquid investments amounted
to UA 2.94 bitlion at December 31, 2006,
compared to UA 1,96 billion in 2005. [nvest-
ment income for the year amounted to UA
102.50 million, representing a return of 4.37
percent, an an average liquidity level of UA
2.35 hillion, compared with an income of UA
68.75 million in 2005, which represented a
return of 3.98 percent en an average liquidity
of UA 1.73 billion.

Loan Portfolio

Cumulative loans and grants signed, net
of cancellations, at December 31, 2006,
amaunted to UA 14.17 billion compared
with UA 13.17 billion at the end of 2005.
Total outstanding loans, as at December 31,
2006 was UA 3.83 billion, UA 3.96 billion
lower than the UA 7.79 hillion outstanding

as at the ernd of 2005. This decrease was
attributable primarily to debt cancellation
under the MDRI for 16 completion point
countries during the year amounting to UA
4,32 hillion. At the end of 2006, there were
1,593 active signed loans and grants. Also
at December 31, 2006, a total of 48 loans
amounting to UA 220.87 million had been
fully repaid.

Disbursements

Disbursements of loans and grants decreased
from UA 691.07 million in 2005 to UA
685.16 million, representing a decrease of
0.86 percent. As at December 31, 2006,
cumulative dishursements on loans and
grants amounted to UA 9.96 billion. A
total of 1,357 loans and grants were fully
dishursed for an amount of UA 8.15 billion,
representing 81.83 percent of cumulative
disbursements.

Financial Results

The Fund's surplus was UA 40.42 million
in 2006, compared to UA 19.71 million in
2005. The UA 20.71 million increase in sur-
plus was due to a UA 33.75 million increase
in income on investments as a result of high-
er investment balances and yields, and UA
13,98 million in other income mainly from
the recovery ¢f ADF funds from a liquidation
proceeding. Partially offsetting these factors
was a UA 21.44 million decrease in income
from loans, which was caused primarily by
loan cancellations under the Multilateral
Debt Relief Initiative (MDRI).

Administrative expenses, which represents
the Fund's share of the total shareable
expenses of the ADB Group, increased by
UA 2.70 million, from UA 111.86 million
in 2005 to UA 114.56 million in 2006,
The Fund’s share of the total shareable

1The effectiveness of the MDRI was triggered when the Fund received Instrument of Commitments representing at least 70% of the total cest of debt relief for
14 post-completion countries, of which not less than an amount equivalent to at least 75% of the cost of debt selief incurred during the ADF-X period, were ungualified

commitments for payments due in 2007.

?Based on debt outstanding and disbursed as cf December 2004 as cut-off date, and January 1, 2006 as implementation date, for 33 eligible beneficiary countries.
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expenses of the ADB group is based on a
predetermined cost-sharing formula, which
is driven primarily by the relative levels of
certain operational volume indicators.

According 1o the Fund's non-accrual policy,
service charges on loans made to, or guar-
anteed by borrowers are excluded from loan
income if principal repayment and service
charges are in arrears for 6 months or more.
As a resuli of this policy, UA 4.53 million of

non-accrued loan income was excluded from
2006 income compared to UA 5.39 million
in 2005, In addition, UA 8.17 million of loan
income previously not accrued was recovered
and recognized in income in 2006. There
were no such recoveries in 2005.

As a result of the implementation of the
MDRI, the Fund cancelled debts owing by
MDRI beneficiary countries net of recovery
from HIPC.

African Development Fund  Chapter 006
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STATEMENT OF NET DEVELOPMENT RESOURCES

AS AT DECEMBER 31, 2006 AND 2005
(UA thousands - Note B)

DEVELOPMENT RESOURCES

DUE FROM BANKS

INVESTMENTS {Notes C & H)
Held-for-trading
Held-to-maturity

Total investments

DEMAND OBLIGATIONS (Note D)
RECEIVABLES
Accrued income on loans and investments
Other receivables

LIABILITIES
NET DEVELOPMENT RESOURCES

FUNDING OF DEVELOPMENT RESOURCES

SUBSCRIPTIONS AND CONTRIBUTIONS (Notes F & O)
Total subscribed, including accelerated encashment of subscriptions
Less: Portion of accelerated encashment not yet effected

Less: Instaliments not yet payable

Less: Installments due

Contributions paid on Multilateral Debt Relief Initiative

Less: Unamaortized discounts on subscriptions and contributions (Note B)

Cumulative exchange adjustment an subscriptions and contributions {Note B)
Total subscriptions and contributions

OTHER RESOURCES {Note G}
RESERVES (Note |)
CUMULATIVE CURRENCY TRANSLATION ADJUSTMENT (Note B)

ALLOCATION OF DEVELOPMENT RESOURCES
GRANTS AND TECHNICAL ASSISTANCE ACTIVITIES {Note E}
HIPC GRANTS DISBURSED {Note E)

NET DEBT RELIEF (Nate E)

LOANS DISBURSED AND OUTSTANDING (Notes E, M & N)

NET DEVELOPMENT RESCGURCES

1,998,185

935,888

43,190

26,614

15,225,957
(79,844)

15,146,113

(867,842)

14,278,271

{7.018)

14,271,253

43,253

14,314,506

{25,195)

14,289,311
(256,934)

2006

2005
5,200 41,074
973.370

946,999

2934073 1,920,369
2,319,593 2,229,831
46,068

26,880

69,804 72,948
(76,993) (56,988)
5,251,677 4,207,234
14,948,543

(86,306)

14,862,237
(1.501,170)

13,361,067

(99,307)

13,261,760

T 13,261,760
(18,418)

13,243,342

(304,900)

14032377 12,938,442
157,570 136,270
136,655 96,237
(414,908) (332,548)
13,011,694 12,838,401
(733,219} (586,675)
(184.000) (184,000)
(3,912,400) (71,079)
(3,830,398)  (7,789,413)
4,207,234

5,451,677

The accompanying notes to the special purpose financial statements form part of this statement.
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STATEMENT OF INCOME AND EXPENSES AND OTHER CHANGES IN DEVELOPMENT
RESOURCES FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
{UA thousands - Note B)

i 2006 | 2005
INCOME AND EXPENSES i
Service charges on loans | 30,246 51,294
Commitment charges on [oans | 14,086 14,473
| Income on investments ‘ 102,498 | 68,750
| Other income ! 13,981 -
| Administrative expenses (Note K) | (114,561) (111,859)
Discount on accelerated encashment of participants’ demand abligations | (6,222) 1 {2,631) a
Direct expenses | . 71
Financial charges | (270} ! (150
Gain/loss} on exchange : 660 | (97)
Surplus 40,418 | 19,709
CHANGE IN DEVELOPMENT RESOURCES FUNDING \_
Increase in paid-up subscriptiens 1,009,493 607,323
Contributions received on account of Multilateral Debt Relief Initiative 43,253 -
Increase in other resources 21,300 . 46,300
Changes in accumulated exchange adjustment on subscriptions and contributions j 47,966 {2,167)
Changes in unamoriized discounts on subscriptions and contributions ! (6,777) | 2,631
Changes in accumulated translation adjustment ! {82,360} | 31,480
[ 1,032,875 | 685,567
CHANGE IN DEVELOPMENT RESQURCES ALLOCATION | ;
Disbursement of grants l {152,692) " {48,985)
Dishursement of loans (532,472) (642,080)
Repayment of loans ] 96,383 . 94,547
Recoveries on account of Multilateral Debt Relief Initiative i 478,586 | -
Translation adjusiment on foans and grants | 81,345 (5,489)
’ (28,850) | (602,007)
Change in Net Development Resources | 1,044,443 103,269
Net Development Resources at beginning of the year | 4,207,234 | 4,103,965
NET DEVELOPMENT RESOURCES AT THE END OF THE YEAR | 5,251,677 | 4,207,234

The accompanying notes to the special purpose financial statements form part of this statement.
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
(UA thousands - Note B}

2006 2005

SURPLUS ‘ 40,418 19,709
OTHER COMPREHENSIVE {LOSS)/INCOME
Changes in accumulated translation adjustment ‘ (82,360) 31,480
~ COMPREHENSIVE (LOSS)/INCOME (41,942) 51,189
|
: The accompanying notes to the special purpose financial statements form part of this statement.
_/
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STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

{UA thousands - Note B)

CASH FLOWS FROM:

OPERATING ACTIVITIES:

Surplus

Adjustrrents io reconcile net income io net cash provided by operating activities:
Amortization of premium and discount an held-to-maturity investments
Discount on accelerated encashment of particinants’ demand obligations

Changes in accrued income on Yoans and investments

Changes in net current assets

Net cash provided by operating activities

INVESTING, LENDING AND DEVELOPMENT ACTIVITIES:
Disbursement of grants
Disbursement of loans
Repayment of loans
Recoveries on account of Multilateral Debt Relief Initiative
Investments maturing after 3 months of acquisition:
Held-to-maturity
Held-for-trading
Net cash used in investment, tending and development activities

FINANCING ACTIVITIES:

Subscriptions and contributions received in cash
Participants’ demand cbligations encashed
Increase in other resources

Net cash provided by financing activities

Effect of exchange rate changes on cash and liquid investments
Net increase in cash and tiquid investments

Cash and liquid investments at beginning of the year

Cash and liquid investments at end of the year

Composed of:

Cash

Trading investments maturing within 3 months of acquisition
Cash and liquid investments at end of the year

Supplementary disclosure:

Movements resulting from exchange rate fluctuations on:
Loans and grants
Subscriptions and contributions

African Development Fund Chapter oob

| 2006 | 2005
‘ 1
\
| 40,418 | 19,709
i
l 2,682 | 7,405
; 6,222 2,631
| 2,878 | (8,534)
| 12,603 | (7,447)
l 64,803 13,764
{152,692) (48,985)
(532,472) (642,080)
96,383 94,547
478,586 -
(2,273) (30,884)
(853,501) i‘ (304,589)
(965,969) | (931,991)
| !
|
172,135 126,323
865,760 749,674
21,300 46,300
1,059,195 | 922,297
{2,594) 3,346
i 155,435 7.416
! 99,385 91,969
254,820 | 99,385
|
| 5,200 | 41,074
‘ 249,620 58,311
I 254,820 f 99,385
|
| ;
! |
' (81,345) | 5,489
\ 47,966 {2,167)

The accompanying notes to the special purpose financial statements form part of this statement.
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NOTES TO THE SPECIAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

NOTE A - PURPOSE, ORGANIZATION AND RESOURCES

Purpose and Organization

The African Development Fund {ADF or the Fund) was established in 1972 as an international institution to assist the African
Development Bank (ADB or the Bank} in contributing to the economic and social development of the Bank's regional members, promote
cooperation and increased international trade particularly among the Bank's members, and to provide financing on concessicnal terms
for such purposes.

The ADF's Board of Directors has twelve (12) members, made up of six (6) members selected by the Bank and six (6) members selected by
State Participants. The Board of Directors reports to the Board of Governors, which is made up of representatives of the State Participants
and the ADB. The ADB exercises fifty percent (50%) of the voting powers in the ADF and the President of the Bank is the ex-officio
President of the Fund.

The ADB, the Nigeria Trust Fund (NTF) {which is a special fund administered by the ADB) and the ADF are collectively referred to as the
Bank Group. The assets and liabilities of the ADB and of the NTF are separate and independent of those of the ADF. Furthermore, the ADF
is not liable for their respective obligations. Transactions with these affiliates are disclosed in the notes that follow. The principal purpose
of the ADB is to promote economic and social development in its regional member countries. The ADB finances development projects and
programs in its regional member states. The ADB also participates in the selection, study and preparation of projects contributing to the
development of its member countries and where necessary provides technical assistance. The NTF was established under an agreement
between the Bank and the Federal Republic of Nigeria to further support the development efforts of ADB regional member countries,
particularly the lesser-developed countries,

Resources

The resources of the Fund consist of subscriptions by the Bank, subscriptions and contributions by State Participants, other resources
received by the Fund and funds derived from operations or otherwise accruing to the fund. The initial resources of the Fund consisted
of subscriptions by the Bank and the original State Participants to the Agreement Establishing the Fund {the Agreement}. Thereafter, the
resources have been replenished through special and general increases of subscriptions and cantributians.

NOTE B - BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

Due to the nature and organization of the Fund, these special purpose financial statements have been prepared for the specific purpose
of reflecting the net development resources of the Fund and are not intended to be a presentation in accordance with International
Financial Reporting Standards. Net development resources represent resources available to fund loan and grant commitments and com-
prise primarily cash, marketable investments and demand obligations of State Participants. These special purpose financial statements
have been prepared to comply with Article 35{1) of the Agreement , which requires that the Fund circula=es, at appropriate intervals, a
summary of its financial position and income and expenditure statement showing the results of its operatons.

The significant accounting policies used in the preparation of the Fund's special purpose financial statements are as follows:
Monetary Basis of Special Purpose Financial Statements

The special purpose financial statements are expressed in Units of Account {UA). Article 1 of the Agreement defined a Unit of Account
as having a value of 0.81851265 grams of fine gold.

On April 1, 1978, when the second amendment to the Articles of the Agreement of the international Monetary Fund (IMF) came into

effect, gold was zbolished as a common denominator of the international monetary system. Computations relating to the currencies of
IMF members were thereafter made on the basis of the Special Drawing Right (SDR) for purposes of applying the provisions of the Articles
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of the IMF. The Fund’s Unit of Account was therefore based on its relatianship to the SDR at the time of establishment of the Fund. This
was 1 Unit of Account equal to SOR 0.921052.

Subsequently, on November 16, 1992, the Board of Governors decided by Resolution F/BG/92/10 to redefine the Fund’s Unit of Account
to be equivalent to the Unit of Account of the ADB, which is defined as equivalent to the Special Drawing Right of the IMF. In compli-
ance with this Resolution, the Board of Directors, on June 22, 1993, adopted January 1, 1993, as the date for the entry into effect of the
Resolution, and the Fund's UA has since then been defined as equal to the Bank's Unit of Account.

The Fund conducts its operations in the currencies of its State Participants. Income and expenses are converted into UA at the rate
prevailing on the date of the transaction. Assets and liabilities are translated into UA at rates prevailing at the date of the Statement
of Net Development Resources. Translation differences are debited or credited to the Cumulative Currency Transtation Adjustment.
Translation gains and losses on subscriptions and contributions received are credited or debited to the Cumulative Exchange Adjustment
on Subscriptions and Contributions. Where currencies are converted into any other currency, the resulting gains or losses are included
in income.

The rates used for translating currencies into UA as at December 31, 2006 and 2005 were as follows:

2006 2005
1 Unit of Account equals:
Argentinian Peso 4.454380 4.301570
Brazilian Real 3.215210 | 3.344340
Canadian Dollar 1.753080 1.664180
Danish Krone 8.517020 9.038810
Euro 1.142290 1.211550
Indian Rupee 66.539800 £4.416800
Japanese Yen 178.948000 168.610000
Korean Won 1,398.430000 1,458.260000
Kuwaiti Dinar 0.434622 0.418938
Narwegian Krone 9.410170 9.674270
Pound Sterling 0.766377 0.830055
South African Rand 10.485700 9.040120
Swedish Krona 10.339000 11.336300
Swiss Franc 1.835820 1.878480
United States Dollar 1.504400 | 1.429270

No representation is made that any currency held by the Fund can be or could be converted into any other currency at the cross-rates resufting
from the rates indicated above.

Participant Subscriptions and Contributions

Subscriptions committed by state participants for each replenishment are recorded in full as subscriptions receivable from participants upon
submission of an instrument of subscription by the participants. A reptenishment becomes efiective when the ADF receives instruments of
subscription from participants for a portion of the intended replenishment level as specified in the replenishment resolution. The portion
oi subscribed amounts for which payments are not yet due from State Participants are recorded as installments on subscriptions not yet
payable, and are not included in the net development resources of the Fund. The subscriptions not yet payable become due throughout
the replenishment period (generally three years} in accordance with an agreed payment schedule. The actual payment of subscriptions
when they become due from certain participants is conditional upon the respective participant’s budgetary appropriation process.
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The subscriptions receivable are settled through payment of cash or deposit of non-negotiable, non-interest bearing demand notes. The
notes are encashed by the Fund as provided in an encashment program agreed to at the time of the replenishment.

For the ADF-IX and ADF-X replenishments, participants were given the option of an early payment of cash in an amount equivalent to the
net present value of their entire subscriptions. Upon receipt of such cash payments, participants are credited with the full face value of
their entire subscriptions, and in agreement with the Fund, such cash amounts received are invested and the income generated thereon
is retained by the Fund. A discount, calculated as the difference between the face value of the subscriptions and the cash amount
received, is initially recorded to represent the interest expected to be earned on the cash received from State Participants who opted
for the accelerated encashment program. Such discount is amortized over the projected encashment oeriod, to recognize the effective
contributions to equity by the relevant participant over and above the initial cash advanced.

By its resolutions F/BG/2006/12 and F/BG/2006/13 of May 18, 2006 and August 31, 2006 respectively, the Board of Governors of the
Fund authorized the Board of Directors to approve the participation of the ADF in the Multilateral Debt Relief Initiative (MDRI) and in
that regard the Board of Governors also authorized an increase in the resources of the ADF to provide full and timely compensation for
the debt cancellation under the MDRI subject to the attainment of the following effectiveness thresholds:

1) Receipt of Insiruments of Commitment from donors covering an aggregate amount equivalent to at least seventy percent (70%} of
the total cost of debt relief for the first group of 14 post-completian point HIPCs; and

2) Receipt of unqualified Instruments of Commitments from donors for an amount not less than the equivalent of at least seventy five
percent (75%) of the total cost of debt relief incurred during the remainder of ADF-X period.

Upon satisfaction of the above two thresholds, the Board of Directors of the Fund approved the effectiveness of the MORI with effect
from September 1, 2006. To ensure full compensation for foregone reflows as a result of the upfront debt cancellation, the ADF govern-
ing bodies endorsed Management's proposal for a compensation scheme over the 50-year period of the initiative. Donors will contribute
additional resources to the ADF, equivalent to the foregone debt service {service charges and principal) for each replenishment period,
by submitting pledges over the life of the initiative. The compensatory financing arrangements will take the form of a general increase in
the contribution of State Participants pursuant to Article 7 of the Agreement Establishing the ADF. The contributions received from State
Participants under the compensatory financing arrangements shall not be counted as part of the burden share for the replenishment
period in which such resources are received, but shall carry voting rights in the same manner as nosmal subscriptions. Such contributions
are separately disclosed within the total of subscriptions and contributions in the Statement of Net Development Resources.

Maintenance of Value of Currency Holdings

Prior to the second general replenishment, subscriptions were denominated in UA and were subject to Article 13 of the Agreament
which provided that, whenever the par value in the IMF of the currency of a State Participant is reduced in terms of the UA or its foreign
exchange value has, in the opinion of the Fund, depreciated to a significant extent within that participant's territory, that participant shall
pay to the Fund within a reasonable time an amount of its currency required to maintain the value, as of the time of subscription, of the
amount of such currency paid into the Fund by that participant and which has not been disbursed or exchanged for another currency.

Conversely, if the currency of a State Participant has increased in par value or appreciated in its foreign exchange value within that
participant’'s territory, the Fund shall return to that participant an amount of such currency equal to the ir crease in the value of the Fund’s
holding of that currency which was received by it in payment of subscriptions, to the extent that these amounts have not been disbursed
or exchanged for another currency.

In accordance with Board of Governors’ Resolutions 9-78, 9-82, 4-84, 01-88, 91-05, 96-04, 99-09, 2002-09 and 2005-01, which in turn
stipulated that Article 13 shall not apply to the second, third, fourth, fifth, sixth, seventh, eighth, ninth and tenth general replenishments,
subscribers 1o these replenishments fixed the amount of their subscriptions payable in national currercies in terms of agreed parities
ruling at the date these replenishments came into force. Gains or losses arising on transating these subscriptions, when received, into UA
are applied against subscriptions, with the offsetting debits or credits recorded as cumulative exchange adjustment on subscriptions.
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Investments

The Fund’s investment securities are classified based on the Fund's intention on the date of purchase. Securities which the Fund has the
intention and ability to hold until maturity are classified as held-to-maturity and reported at amortized cost. Held-ta-maturity investments
are non-derivative financial assets with fixed or determinable payments and fixed maturities that the Fund's management has the positive
intention and ability to hold to maturity. All other investment securities are classified as held-for-trading and measured at market value.
Government and agency obligations include marketable bonds or notes and other government obligations issued or unconditionally
guaranteed by governments of member countries or other official entities with a minimum credit rating of AA-. For asset-backed securities,
the Fund may only invest in securities with a AAA credit rating. Money market instruments include time deposits, certificates of deposit
and other obligations with @ maturity period of less than 1 year, issued or unconditionally guaranteed by banks and other financial
instttutions with a minimurn rating of A.

Income on investments includes interest earned and unrealized gains and losses on the held-for-trading portfolio. Purchases and sales of
investments are recognized on a trade-date basis, which is the date on which the fund commits to purchase or sell the investments.

Loans

The Fund provides concessional funding for development purposes to the least deveioped countries in Africa. Outstanding loans are not
included in Net Development Resources. Accordingly, no provision for possible loan losses is required. The Fund places all loans to a
borrower country in non-accrual status if the principal installments or service charges on any of the loans to such member country are
overdue by 6 months or more, unless the Fund’s management determines that the overdue amount will be collected in the immediate
future, Further, management may place a loan in non-accrual status even if it is not yet overdue by 6 monihs, if the specific facts and
circumstances, including consideration of events occurring subsequent to the balance sheet date, warrant such action. On the date a
borrower’s loans are placed in non-accrual status, unpaid charges that had previously been accrued on loans to the borrower are
deducted from income on loans for that period. Charges on loans in non-accrual status are inciuded in income only to the extent that
payment of such charges has been received by the Fund.

Grants

In addition to loans, the Fund is authorized to provide development financing in the form of grants. Prior to the ninth replenishment of the
resources of the Fund, grant funds were granted for technical assistance activities only. With effect from the ninth replenishment, grants
may be used for technical assistance as well as project financing. Grants, like loans, represent allocations of development resources and
are accordingly treated as such in the Statement of Net Development Resources.

The Fund participates in a multilateral debt relief initiative for addressing the debt problems of countries identified as heavily indebted
poor countries (HIPCs) to help ensure that their reform efforts are not compromised by unsustainable external debt burdens. Under this
initiative, creditors provide debt relief for those countries that demonstrate good policy performance over an extended period to bring
their debt burdens to sustainable levels. As a part of this process, the HIPC Debt Initiative Trust Fund, {the Trust Fund) constituted by funds
from denors, including the Bank Group, was established to help beneficiaries reduce their overall debt, including those debts owing io
the Fund.

Under the ariginal framewark of the debt relief initiative, upon signature of a HIPC Debt Relief Agreement by the Fund, the beneficiary
country and the Trust Fund, loans or repayment installments identified for sale to the Trust Fund are written down to their estimated net
present value, On the settlement date, the estimated write-down is adjusted to reflect the actual difference between the cash received
and the carrying value of the loans sold.

Under the enhanced HIPC framework, the implementation mechanism comprises a partial payment of ADF debt service as it falls due
with funds received from the Trust Fund.

Under the MDRI, loans due from eligible HIPCs are cancelled when the countries attain the completion point under the HIPC framework.

The Fund is expected to be fully compensated for loans cancelled under the MDR! by additional contributions to be made by donors over
the previously scheduled repayment periods of the cancelled loans. When the MDRI becomes effective for a country, certain amounts
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previously dishursed to that country as loans are no longer repayable by the country and effectively take on the character of grants made
by the Fund. Accordingly, Joans cancelied under the MDRI are included in the amount reported as “Debt Relief” under the allocation of
development resources in the Statement of Net Development Resources, with a correspanding offset to loans outstanding.

Reclassification
Certain reclassifications of prior year amounts have been made to conform with the current period’s presentation.

NOTE C - INVESTMENTS

Held-for-trading investments at December 31, 2006 and 2005 were made up as follows:

{UA thousands) ‘ 2006 2005

Time deposits 249,619 55,095
Asset-backed securities 535,389 282,830
Government and agency obligations 36,339 56,700
Corporate bonds 1,176,838 578,745

Total 1,998,185 | 973,370

The contractual maturity profile of held-for-trading investments at December 31, 2006 and 2005 was as follows:

{UA thousands) 2006 . 2005

One year of less | 335,608 124,321
More than one year but less than two years 253,784 | 138,020
More than two years but less than three years ! 655,679 195,251
More than three years but less than four years 192,431 141,321
More than four years but less than five years 39,210 | 32,400
More than five years ! 521,473 i 342,057
Total = 1,998,185 ! 973,370

Held-to-maturity investments at December 31, 2006 and 2005 were made up as follows:

{UA thousands) 2006 2005
Government and agency obligations 531,439 536,090
Corporate bonds 414,449 410,909

Total 955,888 946,999
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The contractual maturity profile of held-to-maturity investments at December 31, 2006 and 2005 was as follows:

{UA thousands) L 2006 2005
One year or less ! 100,140 . 107,991
More than one year but less than two years | 100,005 | 106,612
More than two years but less than three years } 98,809 | 106,572
More than three years but less than four years | 95,550 105,501
More than four years but less than five years 90,721 101,682
More than five years 450,663 418,641
Total l 935,888 946,999
The currency composition of total investments at December 31, 2006 and 2005 was as follows:
r T T
{UA thousands) 2006 1 2005
Trading Held-to- Total ' Total
maturity
Euro 448,820 - 448 820 } 195,216
Pound Sterling 454,595 - 454,595 334,682
Swedish Krona 5,036 - 5036 | -
United States Dollar 1,089,734 935,888 2,025,622 ! 1,390,471
Total 1,998,185 935,888 2,934,073 I 1,920,369

NOTE D - DEMAND OBLIGATIONS

Demand obligations represent subscription payments made by participants, in accordance with Article 9 of the Agreement, in the form of
non-negotiable, non-interest-bearing notes payable at their par value on demand. The Board of Governors has agreed that the encash-
ment of these notes will be governed by the Fund’s disbursement requirements.

NOTE E - DEVELOPMENT ACTIVITIES
According to the Fund’s loan regulations, loans are expressed in UA and repaid in the currency disbursed.

Project Loans and Lines of Credit

Loans are generally granted under conditions that allow for repayment over 40 years, after a 10-year grace period commencing from the date
of the loan agreement. Loan principal is generally repayable from years 11 through 20 at a rate of 1 percent per annum and from years 21
through 50 at a rate of 3 percent per annum. A service charge at a rate of 0.75 percent per annum on the principal amount disbursed and
outstanding is payable by the borrower semi-annually. Loans approved after June 1996 carry a 0.5 percent per annum commitment charge on
the undisbursed portion. Such commitment charge commences to accrue after 90 days from the date of signature of the loan agreement.

Prior to the establishment of the Technical Assistance Account, loans far pre-investment studies were normally granted for a period of 10
years, including a grace period of 3 years, with repayments in seven equal installments from years 4 through 10.

Of the undisbursed balances of loans signed, the Fund may enter into special irrevocable commitments to pay amounts to borrowers

or athers in respect of the cost of goods and services to be financed under loan agreements. As at December 31, 2006, outstanding
irrevacable reimbursement guarantees to commercial banks amounted to UA 2.26 million (2005: UA 3.18 million).
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As at December 31, 2006, loans made to or guaranteed by certain borrowers with an aggregate principal balance outstanding of
UA 568.02 million (2005: UA 687.69 million} of which UA 70.29 million (2005: UA 78.36 million) that was overdue, were in non-accrual
status. If these loans had not been in non-accrual status, income from loans for the year ended December 31, 2006, would have been
higher by UA 4.53 million (2005: UA 5.3% million). At December 31, 2006, the cumulative charges not recognized on the non-accrual
loans amounted to UA 39.52 million, compared to UA 43.19 million at December 31, 2005.

Lines of credit to national development banks and similar national finance institutions are generally granted for a maximum of 20 years,
including a 5-year grace period. The service charge rate on utilized lines of credit is the same as for project loans.

Grants and Technical Assistance Activities

Under the Fund’s lending policy, 5.00 percent of the resources available under the third and fourth general replenishments, 10.00 percent
under the fifth and sixth general replenishments, and 7.5C percent under the seventh and eighth general replenishments were allocated
as grants and grant-based technical assistance for the identification and preparation of development projects or programs in specified
member countries. In addition, amounts in the range of 18 to 21 percent of the total resources under the ninth replenishment were set
aside in the form of grants for permitted uses, including technical assistance and project financing. Grants do not bear charges. The share
of grants under the tenth general replenishment is based on a country-by-country analysis of risk of debt distress. Under the seventh,
eighth and ninth general replenishments, technical assistance may also be provided on a reimbursable basis.

Technical assistance loans are granted under conditions that allow for repayment in 50 years, including a 10-year grace period, from the
date of the loan agreement. However, the following categories of loans have different terms:

(i} where the loan is granted for the preparation of a pre-investment study and the study proves that the project is not possible, the
grace period is extended 1o 45 years with a repayment period of 5 years thereafter.

{ii) where the loan is granted for strengthening regional member countries’ co-operation or for the improvement of the operations of
existing institutions and is not related to specific projects or programs, the grace period is 45 years with a repayment period of 5
years thereafter,

Technicat assistance loans do not carry charges.

HIPC Debt Relief Initiative

Under the original framework of HIPC, selected loans to beneficiary countries were paid off by the HIPC Trust Fund at a price equivalent
to the net present value of the loans as calculated using the methodology agreed under the initiative. Following the signature of a HIPC
debt relief agreement, loans identified for payment were written down to their estimated net present value. The amount of the write-down,
representing the difference between the book value and net present value of the loans, was shown as an allocation of development
resources. The amount disclosed under debt relief in the statement of net development resources included UA 71.08 million representing
the write-down relating to HIPC debt relief granted to Mozambigue in 1999 under the original HIPC framework. The outstanding
balance and net present value of the leans owed by Mozambique and sold to the HIPC Trust Fund in 1999 were UA 132.04 million and
UA 60.96 million, respectively.

In 1999, the HIPC initiative was enhanced to provide greater, faster and more poverty-focused debt relief. This was achieved by reducing
the eligibility criteria for qualification under the initiative and by commencing debt relief much earlier than under the original framework.
Under the enhanced framework, where 32 African countries are currently eligible, debt relief is delivered through annual debt service
reductions which allow the release of up to 80 percent of annual debt service obligations as they com2 due until the total net present
value (NPV} of debt relief, determined by the debt sustainability analysis {DSA), is provided. Interim financing of up to 40 percent of total
debt relief is granted between the decision and completion paints. Total contributions by the Fund to the HIPC initiative at December 31,
2006 amounted to UA 184.00 million and are shown as an allocation of development resources in the Statement of Net Development
Resources.
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Multilateral Debt Relief Initiative

At the Gleneagles Summit on July 8, 2005, the Group of 8 major industrial countries agreed on a proposal for the ADF, the International
Development Association {IDA), and the International Monetary Fund {IMF} to cancel 100 percent of their claims on countries that have
reached, or will reach, the completion point under the enhanced HIPC initiative. Through the Development Committee Communiqué of
September 25, 2005, the donor community expressed its support for this MDRI, and urged the institutions referred to above to proceed
with the necessary steps to ensure implementation,

The main objective of the MDRI is to complete the process of debt relief for HIPCs by providing additional resources to help 38 countries
worldwide, 33 of which are in Africa, to make progress towards achieving the Millennium Development Goals {(MDGs), while simultaneously
safequarding the long-term financing capacity of the ADF and the IDA. The debt cancellation is delivered by relieving post-completion-
point HIPCs' repayment obligations and adjusting their gross assistance flows downward by the same amount. To maintain the financial
integrity of the ADF, donors are expected to make additional coniributions to the ADF to match “dollar-for-dollar” the foregone principal
and service charge payments.

The MDRI became effective for the ADF on September 1, 20086, following the attainment of the thresholds. Since disbursed and outstanding
loans are alrezdy excluded from net development resources, the debt cancellation does not have an impact on the Fund’s balance of net
development resources. Further cancellation of debts will be effected when other eligible countries reach the HIPC completion point.

At December 31, 2006, a gross amount of UA 4.32 billion of outstanding loans had been cancelled under MDRI for 16 HIPC completion
point countries. Of this amount, UA 806.27 million in nominal terms {with a present value equivalent of UA 478.59 million) were covered
by the HIPC Trust Fund. As of December 31 2006, the present value amount of UA 478.59 million had been transferred from the HIPC
Trust Fund to ADF. A summary of debt relief granted under HIPC and MDRI as at December 31, 2006 and 2005 follows:

{UA thousands) 2006 2005

HIPC MDRI TOTAL HIPC MDRI TOTAL
Balance at January 1 71,079 - 71,079 71,079 - 71,079
Loans cancelled® 806,273 3,513,634 4,319,907 -
Cash received™® {478,586) - (478,586)
Balance at December 31 398,766 3,513,634 3,912,400 71,078 - 71,079

* Upen implementation of MOR!

Special Arrears Clearance Mechanism

In conneciion with an internationally coordinated effort including the ADB Group, the IMF, the World Bank and other bilaterat and multi-
lateral donors to assist the Democratic Republic of Congo (DRC) in its reconstruction efforts, the Board of Directors on June 26, 2002
approved an arrears clearance mechanism for the DRC. Under the arrears clearance mechanism, representatives of ADF State Participants
{the Deputies) authorized an allocation of approximately UA 36.50 million of grant resources from the ninth replenishment of the ADF
(ADF-IX) to clear the entire stock of the DRC's arrears to the Fund. The Deputies also authorized the use of approximately UA 11.77 million
of the residual Supplementary Financing Mechanism {SFM) resources from ADF-VIIl as a partial payment against the DRC's arrears on
charges to the ADB.

Post-Conflict Countries Assistance

The Post Conflict Countries Facility (PCCF) was estabtished as a framework to assist countries emerging from conflicts in clearing their
arrears and prepare them for re-engagement with the donor communities in order to reactivate development assistance and help these
countries reach the HIPC decision point to qualify for debt relief after clearing their loan arrears to the Bank Group. The framework
entails the setting aside of a pool of resources through a separate facility with contributions from the ADF and other private donors and
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allocations from the ADB's net income, Resources from the facility are provided on a case-by-case basis to genuine post-conftict countries
not yet receiving debt relief to fill financing gaps after maximum effort by the post-conflict country to clear its arrears to the Bank
Group. Contributions made by ADF to the PCCF are not used to clear the debt owed to the Fund by beneficiary post-conflict countries,
Contributions by the Fund to the PCCF are included in the Grants and Technical Assistance Activities in the Staiement of Net Development
Resources.

NOTE F - SUBSCRIPTIONS AND CONTRIBUTIONS

The Fund’s initial subscriptions were provided by the Bank and the original State Participants to the Agreement, and states acceding to
the Agreement since the original signing date. Thereafter, further subscriptions were received from pzrticipants in the form of a special
general increase and ten general replenishments. Details of these movements are shown in the Statement of Subscriptions, Contributions
and Voting Power in Note O,

The tenth general replenishment, approved by the Board of Governors resolution F/BG/2005/G1 adopted on May 4, 2005, came inta
effect on September 6, 2005, when State Participants deposited with the Fund instruments of subscription representing an aggregate
amount of 30.98 percent of the total intended subscription.

At December 31, 2006 cumulative contributions pledged on account of the MDRI amounted to UA 4.0€ billion of which UA 43.25 million
had been paid. Consistent with the resolution approving the MDRI, the contributions paid entitle the State Participants to voting rights,
as reflected in Note O.

Gains or losses arising from translation of subscriptions and contributions received into UA are reported as cumulative exchange adjustment
on subscriptions in the Statement of Net Development Resources,

NOTE G - OTHER RESOURCES

In conformity with the findings of the UN General Assembly, the Board of Directors accepted that the former Socialist Federal Republic
of Yugoslavia no longer exists as a state under international law and hence is no longer a State Participant in the Fund or a member of
the Bank. Pursuant to a decision of the Board of Directors of the Fund in 1993, the subscriptions of the former Socialist Federal Republic
of Yugoslavia in the Fund less the unpaid portion {UA 12.97 million}, are deemed to have become part of the permanent patrimony of
the Fund and are not returnable to any entity. Accordingly, the amounts of the paid subscriptions are reported as part of ather resources
in the Statement of Net Development Resources.

Also included in other resources is a total of UA 144.60 million representing contributions by the Bank of UA 142.60 million, and by the
Government of Botswana of UA 2.00 million towards the Fund's activities, in accordance with Article & of the Agreement.

NOTE H - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

Investments: Since the Fund carries its held-for-trading investments at market value, ihe carrying amount represents the fair value of
the portfolic. Fair values are based on quoted market prices where available. If quoted market prices are not available, fair values are
based on quoted market prices of comparable instruments.

Loans: All loans of the Fund are intended to provide concessional assistance to low-income regional member countries of the Bank. While
the principal amount is fully repayable, no interest is charged to the borrowers. However, a service fee of 0.75 percent of the disbursed and
outstanding balance and a commitment charge of 0.5 percent on the undisbursed balance are charged to cover the cost of administering
the foans. Due to the highly concessional nature of these loans, it is not meaningful to calculate fair values for outstanding loans.
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NOTE I - RESERVES

Reserves as at December 31, 2006 and 2005 were as follows:

;
(UA thousands) 2006 2005
l Reserves at January 1 96,237 76,528
‘ Surplus for the year 40,418 19,709
Reserves at December 31 136,655 96,237

|

} NOTE J - TRUST FUNDS

The Fund has available resources arising from contributions entrusted to it under Article 8 of the Agreement, which empowers the Fund
to receive other resources including grants from state participants, non-participating countries, and from any public or privat2 body or
bodies.

At December 31, 2006, the undisbursed balance of trust fund resources was UA 3.86 million {2005: UA 4.06 miltion) representing the
balance of a grant received fram Japan for the development of human resources in Africa.

Resources of the trust funds are kept separate from those of the ADF.
NOTE K - ADMINISTRATIVE EXPENSES

Pursuant to Article 31 of the Agreement, the Fund reimburses the ADB for the estimated fair value of its use of the latter's offices, staff,
organization, services and facilities. The amount of such administrative expenses reimbursed is based on a predetermined cost-sharing
formula, which is driven, in large part, by the Fund’s relative share of the number of programs and projects executed during the year
by the Bank Group. The administrative expenses incutred by the Fund for the year amounted to UA 114.56 million (2005: UA 111.86
million).

NOTE L - RELATED PARTIES

The general operation of the Fund is conducted by a 12-member Board of Directors, of which 6 members are selected by the Bank. The
Bank exercises 50 percent of the ADF's voting power and the President of the Bank is the ex-officio President of the Fund. In accord-
ance with its Agreement, the Fund utilizes the officers, staff, organization, services and facilities of the the Bank to carry out its func-
tions, for which it reimburses the Bank as disclosed in Note K. In this regard, the Bank administers the resources of the Fund. The Fund
also administers trust funds entrusted to it by some of its State Participants.
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NOTE M - SUMMARY OF LOANS AS AT DECEMBER 31, 2006

{Amounts in UA thousands)

Unsigned % of

Total loans Undisbursed OQutstanding Outstanding

Country loans* amounts balances balances loans
Algeria 298 - - 298 0.01
Angola 41,520 19,668 21,852 0.57
Benin 176,004 140,146 35,858 0.94
Boiswana 59,539 - 59,539 1.55
Burkina Faso 271,083 196,825 74,258 1.94
Burundi 155,601 - 16,907 138,694 3.62
Cameroon 171,058 69,700 73,805 27,553 0.72
Cape Verde 81,803 - 8,756 73,047 1.91
Central African Republic 100,561 - 100,561 2.63
Chad 279,462 - 43,296 236,166 6.17
Comoros ** 28,954 - - 28,954 0.76
Congo 14,070 - EY 14,039 0.37
Cote D'lvoire ** 220,418 - 50,378 170,040 4.44
Democratic Republic of Congo 230,580 - 67,683 162,897 4,25
Djibouti 89,757 28,462 61,295 1.60
Egypt 156,249 12,262 143,987 3.76
Equatorial Guinea 28,784 134 28,650 0.75
Eritrea 68,209 - 18,273 49,936 1,30
Ethiopia 500,147 152,200 236,088 111,859 2.92
Gabon 1,815 - - 1,815 0.05
Gambia 136,659 20,695 115,964 303
Ghana 369,323 - 292,164 77,159 2.01
Guinea 256,438 490 53,582 202,366 5.28
Guinea-Bissau 115,358 - 24,191 91,167 238
Kenya 412,318 - 190,191 222,127 5.80
Lesotho 138,619 - 13,553 125,066 3.27
Liberia ** 15,750 - - 15,750 0.41
Madagascar 191,627 2 136,546 55,079 1.44
Malawi 88,875 - 52,520 36,355 0.95
Mali 251,781 - 154,304 97,477 2.54
Mauritania 50,422 9,700 30,470 10,252 0.27
Mauritius 2511 - - 2,511 0.07
Morocco 34,781 - 34,781 0.9
Mozambique 332,890 210,404 122,486 3.20
Namibia 12,076 - 12,076 0.32
Niger 100,613 - 72,614 27,999 0.73
Nigeria 269,949 22,001 127,148 120,800 315
Rwanda 126,355 - 81,903 44,452 t.1e
Sao Tome & Principe 71,839 - 3,772 68,067 1.78
Senegal 210,546 19,605 158,032 32,909 0.86
Seychelles 7,385 - - 7.385 0.19
Sierra Leone 186,998 40,965 146,033 EX:
Somalia ** 63,587 - 63,587 1.66
Sudan ** 172,132 - 172,132 4,49
Swaziland 35,969 - 35,969 0.94
Tanzania 384,823 273,734 111,089 2.90
Togo ** 92,873 - 9,365 83,508 218
Uganda 263,645 54,924 135,348 73,373 192
Zambia 105,131 35,000 35,641 34,490 0.90
Zimbabwe ** 34,049 1 - 34,048 0.89
Multinational 191,884 87,538 91,703 12,643 0.33
Total 7,403,118 451,161 3,121,559 3,830,398 100.00

* Excludes fully repaid loans and cancelffed loans.
** Countries in non-accrual status as at December 31, 2006.

Slight differences may occur in totals due to rounding.
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NOTE N - MATURITY AND CURRENCY COMPOSITION OF OUTSTANDING LOANS
AS AT DECEMBER 31, 2006 AND 2005

The maturity distribution of auistanding loans as at December 31, 2006 and 2005 was as follows:

(Amounts in UA miltions}

African Davelopment Fund Chapter oo6

2006 2005
Periods Amount % Amount %
Cne year or less 138.99 3.63 183.56 2.36
More than one year but less than two years { 55.65 1.45 111.54 1.43
More than two years but less than three years 61.42 1.60 121.89 1.56
More than three years but less than faur years 67.21 1.75 133.67 1.72
More than four years but less than five years 1 7262 1.90 144.41 1.85
More than five years 1 3,434.51 89.67 7,094.34 91.08
Total j 3,830.40 100.00 7,789.41 100.00
The currency composition of outstanding loans as at December 31, 2006 and 2005 was as follows:
{Amounts in UA millions)
2006 2005
Currency Amount % Amount %
E
Canadian Dollar 2121 055 | 52.79 0.68
Danish Kroner ! 26.77 0.70 E 55.27 0N
Euro 1,497.60 39.10 | 2,350.45 3017
Japanese Yen 696.00 18.17 E 1,609.79 20.67
Norwegiar: Krone 54.40 1.42 E 117.04 1.50
Pound Sterling 16.29 0.43 50.67 0.65
Swedish Krona | 30.01 0.78 t 58.49 0.75
Swiss Franc ; 120.96 3.16 | 244.14 3.13
United States Dollar ' 1,366.78 3568 3,247.97 41.70
Others ! 0.38 0.01 ’ 2.80 0.04
7,789.41 100.00

Total | 3,830.40 100.00
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NOTE P - APPROVAL OF FINANCIAL STATEMENTS

On March 28, 2007, the Board of Directors authorized these financial statements for issue to the Board of Governors. The financial state-
ments will be approved by the Board of Governors at its annual meeting in May 2007.
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Chapter 006 African Development Fund

INDEPENDENT AUDITOR’S REPORT ON THE SPECIAL PURPOSE
FINANCIAL STATEMENTS OF THE AFRICAN DEVELOPMENT FUND TO THE BOARD
OF GOVERNORS OF THE AFRICAN DEVELOPMENT FUND

We have audited the accompanying special purpose financial statements of the African Development Fund (‘the Fund®) prepared in compliance with the
accounting and financial reporting matters as set out in the accounting policies in note B of the Special Purpose Financial Statements for the year ended
31 December 2006. These Special Purpose Financial Statements have been prepared for the purposes of submitting approved and audited Special Purpose
financial statements 1o the Board of Governors as required by Article 26 (v), 35(1) and 35(3) of the Agreement Establishing the Fund, and are not intended
to be a presentation in conformity with a recognised accounting framework, such as, International Financial Reporting Standards.

This report is made solely to the Fund’s Board of Governors, as a body, in accordance with Article 26 (v), 35(1) and 35(3) of the Agreement Establishing
the Fund. Our audit work has been undertaken so that we might state 1o the Fund's Board of Governors those matters we are required to state to them in an
auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume resporsibility to anyone other than the Fund
and its Board of Governors as a body, for our audit work, for this report, or for the opinions we have formed.

Management’s Responsibility for the Annual Financial Statements

Management is responsible for the preparation and presentation of these financial statemenis in accordance with Article 26 (v), 35(1) and 35(3) of the
Agreement Establishing the Fund and the accounting policies set out in Note B to the special purpose financial statements, This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and presentation of financial statements that are free from material
misstatement, whethet due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable
in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these special purpose financial statements based on cur audit. We cenducted our audit in accordance with
[nternational Standards on Auditing applicable to compliance auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance whether the special purpose financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the special purpose financial statements. The
procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the special purpose financtal statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and presentation of
the special purpose financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting principles used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall special purpose financial statement presentation.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the Special Purpose Financial Statements of the Fund have been prepared, in all material respects, in accordance with the accounting and financial
reporting matters as set out in the accounsing policies in note B of the Special Purpose Financial Statements for the year ending 31 December 2006.

Dedoite & Tovwdae LLP
Deloitte & Touche LLP

London
30 March 2007
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ADMINISTRATIVE BUDGET FOR FINANCIAL YEAR 2007

{UA thousands)

Description

Management Fees™ 145,614
Direct Expenses ' 140
Total 145,754

* The amount represents the African Development Fund’s share of the fair value of the Bank's expenses in respect of officers, staff organization, services, and
facilities based on a formuta approved by the Fund's Board.
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Chapter 006  Nigeria Trust Fund

NIGERIA TRUST FUND
Financial Management

Investments

NTF cash and liquid investments, which are
solely denominated in US Dollars, amounted
to UA 194.16 million at December 31, 20086,
compared to UA 323.65 million in 2005,
investment income for 2006 amounted to UA
12.02 million, representing a return of 5.80
percent, on an average liquidity level of UA
207.37 million, compared with an income
of UA 7.55 million in 2005, representing a
return of 2,35 percent on an average liquidity
of UA 323.1 millien.

Loan Portfolio
Cumulative loans signed, net of cancella-

tions, as at December 31, 2006, amounted -

to UA 240.88 million compared with UA
248.40 million at end of 2005, a decrease of
3.03 percent. As at end 2006, there were 47
active signed loans amounting to UA 67.23
million. There were 28 fuliy repaid loans for
a total amount of UA 53.95 million.

Disbursements

Disbursements increased from UA 3.39
million in 2005, to UA 5.43 million repre-
senting an increase of 60.18 percent. As at
December 31, 2006, cumulative disburse-
ments amounted to UA 188.47 million.
A total of 58 loans were fully disbursed
for a total amount of UA 176.22 million,
representing 93.50 percent of cumulative
disbursements.

Financial Results

In 2006, the Fund changed its accounting
treatment for transfers approved by the
Board of Governors. These transfers, which
are authorised by the Government of Nigeria
and made to HIPC, were previously presented
as direct reductions of equity. Under the new
accounting treatment, these transfers are
reported as expenses in the income state-
ment. This accounting change is described in

Annual Report 2006

greater detail in Note C to the Fund's audited
financial staternents. This accounting change
has been applied retrospectively, resulting
in the restatement of previously published
financial statements. While the accounting
change did not affect the balance of the
Fund’s reserves at December 31, 2005, it
did reduce net income for 2005 from UA
10.73 million to UA 10.13 million to reflect
the UA 0.60 miliion of transfers approved by
the Board of Governors in 2005.

The NTF's income before transfers approved
by the Board of Governors increased from UA
10.73 million in 2005 to UA 13.80 million
in 2006, due to an increase in investment
income, partially offset by a lower write-back
of Joan loss provisions and recovery of UA
1.14 million from a liquidation proceeding
reported in other income in the income state-
ment. Investment income increased by UA
4.47 million, from UA 7.55 million in 2005
to UA 12.02 million in 2006, whife the write-
back of provisions for losses on loans and
interest and charges receivable decreased
by UA 2.20 million, from a write-back of
UA 2.30 million in 2005 to a net write-back
of UA 0.10 million in 2006, Administrative
expenses, which represent the Fund's share
of the total shareable expenses of the ADB
group, increased by UA 0.76 million from UA
2.16 million in 2005 to UA 2.92 million in
2006. The Fund’s reserves net of cumulative
currency translation adjustments decreased
from UA 280.49 million in 2005 to UA
139.54 million in 2006, primarily because
of a USD 200.00 million (UA $35.71 million)
withdrawal of funds by the Government of
Nigeria.
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BALANCE SHEET
AS AT DECEMBER 31, 2006 AND 2005
(UA thousands - Note B)

ASSETS

2006

DUE FROM BANKS

INVESTMENTS (Note D)

ACCOUNTS RECEIVABLE

Accrued income and receivables on loans
Accrued income on invesiments
Other receivables

LOANS (Note E)

Disbursed and outstanding
Less: Accumulated provision for impairment

TOTAL ASSETS

2005

2,404 1916

191,760 321,736

9,685 10,770

| 960 4,970

i 89 10

| 10,734 15,750
1

67,226 | 74,360

{2,952) | (3.452)

64,274 | 70,908

259,172 | 410,310

The accompanying notes to the financial statements form part of this statement.
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LIABILITIES & EQUITY

-

ACCOUNTS PAYABLE

EQUITY {Note F)
Fund capital

Reserves
Retained earnings

Cumulative Currency Translation Adjustment (Note B)

Total reserves

Total equity

TOTAL LIABILITIES & EQUITY

Nigeria Trust Fund  Chapter gob

2006 2005
!
1,051 “ 1,234
&
128,586 ' 128,586
251,201 | 374,183
(111,666) (93,693)
139,535 280,490
268,121 409,076
269,172 410,310
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INCOME STATEMENT
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
(UA thousands - Note B)

INCOME {Note G)

Interest and charges on loans
Income from investments
Other income

Total income

EXPENSES

Administrative expenses (Note H)
Bank charges

Total expenses

Provision for impairment on loans (Note E)
Provision for impairment on loan interest and charges (Note E)

Total expenses and provision for impairment

Income before transfers approved by the Board of Governors
Transfer of income approved by the Board of Governors (Note ()

NET INCOME

Restated

{Note C}

2006 2005
3,362 3,233
12,021 . 7,551
1,329 | .
16,712 | 10,784
2,920 2,157
94 - 196
3,014 2,353
(332) {1,528)
231 {(772)
2,913 53
13,799 10,731
(1,073)° (604)
12,726 | 10,127

The accompanying notes to the financial statements form part of this statement.
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

(UA thousands - Note B)

Nigeria Trust Fund  Chapter oof

Cumulative
Currency
Translation
Retained Adjustment
Fund Capital Earnings - CCTA Total Equity
!
|
Balance January 1, 2005 128,586 | 364,056 {125,719) 366,923
Net income for the year* 10,127 10,127
|
Currency translation adjustment 32,026 32,026
Balance at December 31, 2005 and January 1, 2006 128,586 374,183 {93,693) 409,076
Withdrawal of funds by the Government of Nigeria - ! (135,708) {135,708)
|
Currency transtation adjustment - i - (17,973) {17,973)
Net income for the cursent year - i‘ 12,726 12,726
Balance at December 31, 2006 128,586 : 251,201 {111,666) 268,121

The accompanying notes to the financial statements form part of this statement.
* The 2005 figures have been restated in accordance with Note C.
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STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

(UA thousands - Note B)

CASH FLOWS FROM:

OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Amortization of held-to-maturity investments
Provision far impairment on loan principal and charges
Unrealized (gains)/losses on investments

Changes in accrued income and receivables on loans

Changes in net current assets

Net cash provided by/{used) in operating activities

INVESTING, LENDING AND DEVELOPMENT ACTIVITIES:
Disbursements on loans
Repayment of loans
Investments maturing after 3 months of acquisition:
Held-to-maturity portfolio
Trading portfolio
Fund withdrawal by the Government of Nigeria
Net cash (used)/generated in investing, lending and development activities

Effect of exchange rate changes on cash and liguid investments

Net increase/(decrease) in cash and liguid investments

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Composed of:
Investments maturing within 3 months of acquisition
Cash

Cash and cash equivalents at the end of the year

Supplementary disclosure:
Movement resulting from exchange rate fluctuation on loans
Cash receipt on investment income

Restated
S —— {Note )
20Q 2005
12,726 10,127
865 4,501
(101) {2,300)
(39) 29
3,416 (1,263)
397 {19,053)
17,264 {7,959)

i
(5,427) [ {3,392)
9,142 5,043
243,780 5,737
{100,653} (3,122}
{135,708) -
(8,866) 4,266
(1,834) (969)
6,564 (4,662)
2.867 7,529
9,431 2,867
71.027 951
2404 1,916
9,431 2,867
2,772 (5,862)
11,304 7,429

The accampanying notes to the financial statements form part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

NOTE A - NATURE OF OPERATIONS

The Nigeria Trust Fund {the Fund or NTF) was established under an agreement signed on February 26, 1976 (the Agreement) between the
African Development Bank (ADB or the Bank) and the Federal Repubiic of Nigeria. The African Development Bank, which is headquartered
in Abidjan, Céte d'lvoire, manages the resources of the Fund on hehalf of the Government of Nigeria. The purpose of the Fund is to assist
in the development efforts of the poorer ADB regional member countries. The Agreement stipulates that the Fund shall be in effect for
a period of 30 years from the date the Agreement became effective and that such sunset date may be extended by mutual agreement
between the Bank and Federal Republic of Nigeria. The current agreement terminated on April 25, 2006. In May 2006, the Nigerian
Authorities granted a 1-year extension of the Agreement to April 25, 2007. On March 27, 2007, the Government of Nigeria granted a
further 1-year extension of the NTF Agreement to April 25, 2008.

With the exception of loans, all balance sheet items are carried at values that approximate realizable values. All NTF loans are sovereign-
guaranteed and their carrying values on the balance sheet are not intended to represent realizable values in the event of liquidation.
However, as provided by the NTF agreement, in the event of termination of the NTF, the Bank shall within a reasonable period after the
termination date, transfer to Nigeria such of the resources of the Fund as are in the possession of the Bank and are not required for the
purpose of settlement of any of the outstanding obligations of the Fund, and shall thereafter transfer the balance of such resources as
and when received by the Bank.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Fund are prepared in accordance with International Financial Reporting Standards (IFRS) promulgated by
the International Accounting Standards Board (I1ASB). The financial statements have been prepared under the historical cost convention
except for certain financial assets that are carried at fair value. The significant accounting policies of the Fund are summarized below.

Revenue recognition

Interest income is accrued on a time basis and recognized based on the effective interest method during the time an investment or
loan is outstanding and held by the Fund. The effective interest rate is the rate that discounts the estimated future cash flows through
the expected life of the financial asset to the asset’s net carrying amount. Commitment fees are accrued in arrears for unutilized loan
facilities.

Income from investments includes realized and unrealized gains and losses on held-for-trading investments.
Functional and presentation currencies
The Fund conducts its operaticns in U.S. doltars, and has determined that its functional currency is the U.S. dolar. In accordance with

Article Vil, section 7.3, of the Agreement, the financial statements are presented in Units of Account (UA).

The value of the Unit of Account is defined in Article 5.1 (b} of the Agreement Establishing the Bank as equivalent to one Special Drawing
Right {SDR) of the International Monetary Fund (IMF} or any unit adopted for the same purpose by the IMF.
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Currency translation
Income and expenses are translated to UA at the rates prevailing on the date of the transaction. Monetary assets and liabilities are trans- i
lated from U.S. dollars to UA at rates prevailing at the balance sheet date. Translation differences are included in reserves under cumula-
tive currengy translation adjustment {CCTA). Changes in CCTA are reported in the statement of changes in equity. Capital replenishments
are recorded in UA at the exchange rates prevailing at the time of receipt. Translation gains and losses an conversion of currencies into
U.S. dollars are included in the determination of net income.

Financial instruments
Financial assets and financial liabilities are recognized when the Fund assumes related contractual rights ar obligations.

1. Financial assets
The Fund classifies its financial assets in the following categories: held-for-trading financial assets, loans and receivables, and held-to-
maturity investments. Management determines the classification of its investments upon initial recognition.

{i)  Held-for-trading financial assets
All held-for-trading assets are carried at fair value threugh the income statement. Investments in the held-for-trading portfolio are
acquired principally for the purpose of selling in the short term, Held-for-trading financial assets are measured at fair value, with
gains and losses arising from changes in fair value included in the income statement in the period in which they arise.

{if)  Loans and receivables
Loans include outstanding balances receivabie from borrowers in respect of amounts disbursed. The Fund has also dassified
accrued income and receivables from loans and investments and other sundry amounis as receivablas. Loans and receivables are
non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They arise when the
Fund provides money, goods or services directly to a borrower with no intention of trading the receivable. Loans and receivables
are subsequently measured at amortized cost using the effective interest method.

fiii} Held-to-maturity investments
The Fund has classified its investments in certain debt securities as held-to-maturity. Held-to-maturity investments are non-deriva-
tive financial assets with fixed or determinable payments and fixed maturities that the Fund’s management has the positive inten-
tion and ability to hold to matusity. Held-to-maturity investments are subsequently measured at amortized cost using the effective
interest method.

{iv) Cash and cash equivalents
Cash and cash equivalents include cash on hand, demand deposits and other short-term highly fiquid investments that are readily
convertible to a known amount of cash, are subject to an insignificant risk of changes in value and have a time to maturity upon
acquisition of 3 months or less.

Purchases and sales of held-for-trading and held-to-maturity investments are recognized on a trade-date basis, which is the date the
Fund commits to purchase or sell the asset. Loans are recognized when cash is advanced to the borrowers.

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired or where the Fund has
transferred substantially all risks and rewards of cwnership.
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2. Financial liabilities
Financial liabilities include accounts payable and are subsequently measured at amortized cost. Financial liabilities are derecognized
upon discharge, cancellation or expiration.

Impairment of financial assets

The Fund assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is
impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a ‘loss event’) and that
loss event {or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated. Objective evidence that a financial asset or group of assets is impaired includes observable evidence that comes to
the attention of the Fund.

If the Fund determines that there is abjective evidence that an impairment loss has been incurred on a loan, receivable or held-to-maturity
investment carried at amortized cost, the amount of the loss is measured as the difference between the asset's carrying amount and the
present value of its estimated future cash flows (exctuding future credit losses that have not been incurred}, discounted at the financial
asset’s original effective interest rate. The estimated impairment loss may arise from delays that may be experienced in receiving amounts
due, and the impairment calculations reflect management’s best estimate of the effect of such delays.

The impairment loss is reported as a reduction to the carrying amount of the asset through the use of an allowance account and recognized
in the income statement. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any impair-
ment loss is the current effective interest rate determined under the contract. Interest and charges are accrued on all loans, including
thase in arrears.

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

Fair value disclosures

The fair values of investments that are quoted in active markets are based an current bid prices. Fair values of financial assets listed in
inactive markets or unlisted securities are determined by using valuation techniques that incorporate the maximum use of market data
inputs. These valuation techniques include the use of recent arm’s length transactions, discounted cash flow analysis, option pricing
models and other valuation techniques commanly used by market participants.

Fair values for financial instruments for which market quotations are not readily avaitable have been determined using methodologies and
assumptions that necessarily require the use of subjective judgments. Accordingly, the actual value at which such financial instruments
could be exchanged in a current transaction, or whether they are exchangeable at all, is not readily determinable. Management befieves
these methodologies and assumptions are reasonable; however, the values actuaily realizable in a sale might differ from the fair values
disclosed.

The methods and assumptions used by the Fund in estimating the fair values of financial instruments are as follows:

Cash and cash equivalents: The carrying amount is the fair value.

Investments. Fair values for investment securities are based on quoted market prices, where available. If quoted market prices are not
available, fair values are based on quoted market prices of comparable instruments.
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Loans: The Fund does not sell its loans, nor does it believe there is a comparable market for its loans, The fair value of loans reported in
these financial statements represents management’s best estimates of the present value of the loans” expected cash flows. Fair vaiues
are estimated using a discounted cash flow model based on the year-end market equivalent lending rate in that currency, adjusted for
estimated credit risk,

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

Critical accounting judgments and key sources of estimation uncertainty

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

{i)  Impairment losses on assets carried at amortized cost

The Fund first assesses whether objective evidence of impairment exists individually for financial assets. If the Fund determines that
no objective evidence of impairment exists for an individually assessed financial asset, that asset is included in a group of financial
assets with similar credit characteristics and collectively assessed for impairment. Assets that are individually assessed for impair-
ment and for which an impairment loss is or continues to be recognized are not included in a collective assessment of impairment.
A financial asset or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset {a ‘loss event’) and
that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets and
can be reliably estimated. Objective evidence that a financial asset or group of assets is impaired includes observable evidence that
a financial asset or group of assets is impaired includes observable evidence that comes to the attention of the Fund.

if the Fund determines there is objective evidence that an impairment loss on loans and receivables or held-to-maturity investments
carried at amortized cost has been incurred, the amount of the loss is measured as the difference between the asset's carrying amount
and the present value of its estimated future cash flows (exclugding future credit losses that have not been incurred) discounted at
the financial asset's original effective interest rate.

The carrying amaunt of the asset is reduced through the use of an allowance account and the amount of the loss is recognized in
the income statement.

{ii)  Fair values of financial instruments
The fair values of financial instruments that are not quoted in active markets are determined by using valuation technigues.
Valuation techniques, for example, models that are used to determine fair values, are validated and periodically reviewed by qualified
personne! independent of the area that created them. All models are periodically calibrated io ensure that outputs reflect actual
data and comparative market prices. To the extent practical, models use only observable data; howevar, areas such as credit risk
{both own and counterparty), volatilities and correlations require management to make estimates. Changes in assumptions about
these factors could affect the reported fair value of financial instruments. .

(i) Held-to-maturity investments
The Fund follows the guidance of 1AS 39 on dlassifying certain financial assets as held-to-maturity. This dassification requires
significant judgment. In making the judgment to designate an asset as held-to-maturity, the Fund makes a positive determination
as to its intention and ability to hold such investments to maturity.
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NOTE C - CHANGE IN ACCOUNTING TREATMENT AND THE EFFECT OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS

1. Change in accounting treatment for the transfer of income approved by the Board of Governors

In the current year, the Fund changed its accounting treatment for the transfer of income approved by the Board of Governors of the Bank.
Article 1 section 1.02 of the protocol agreement between the Government of Nigeria and the Bank, authorizes the allocation of part of
the net income of the Fund for the purpose of contribution by NTF to HIPC. In prior years, the Fund accounted for such transfers from
net income as similar to dividends and reported them as a reduction in equity. This previous accounting for the transfer of income placed
emphasis on the role of the Governors acting on behalf of the Government of Nigeria and viewed the transfer as being constructively a
transaction with the owner of the Fund. In effect, the Fund viewed these transactions as being equivalent to distributions whereby the
shareholder constructively received these funds and simultaneously contributed them to the designated recipient. The Fund effected the
distributions via transfers to the designated recipient. This accounting reflected the shareholder's view of the substance and intent of
these transfers and had been consistently applied over the years.

Description of the change in treatment

In view of the fact that the amounis allocated were not paid directly to the Government of Nigeria, the Fund has re-evaluated its
accounting treatment of these types of transactions and determined that with effect from 2006, all such approved distributions would
be reported as expenses within the Income Statement in the year that the distribution is approved.

This change in accounting principle has been applied retrospectively and has therefore resulted in the restatement of prior year
comparative figures. Net income distributed previously treated as a reduction in reserves in 2005 amounted to UA 0.60 million.

2. New and Revised IFRS

The International Accounting Standards Board (IASB) and its International Financial Reporting Interpretations Committee (IFRIC) issued
some new and revised Standards and Inserpretations which took effect during the year ended December 31, 2006. These were either
inapplicable to the Fund or did not have a material impact on the Fund’s financial condition, results of operations or cash flows.

At the date of authorization of these financial statements, a number of Iniernational Financial Reporting Standards and Interpretations
had been promutgated, but will be effective for periods after December 31, 2006. Of these, the two that are relevant to the Fund are
IFRS 7, “Financial Instruments: Disclosures” and amendments to IAS 1 “Presentation of Financial Statements ~ Capital Disclosures”.
IFRS 7, which becomes effective for the Fund’s financial statements for the period beginning January 1, 2007, introduces additional
qualitative and quantitative disclosures about exposures to risks arising from financial instruments and how entities manage those risks.
Management is reviewing the additional disclosures that are required starting in 2007 as a result of the implementation of this standard.
The amendments to IAS 1, also expected to be effective for the 2007 financial statements of the Fund, are not expected to have any
significant impact on the financial reporting of the Fund. None of the other new and amended standards and interpretations are expected
to have any significant impact on the Fund's financial statements.

NOTE D - INVESTMENTS

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

For government and agency obligations with final maturities longer than 1 year, the Fund may only invest in obligations with counterpar-
ties having a minimum credit rating of AA- issued or unconditionally guaranteed by goveinments of member countries or other official
entities. For asset-backed securities, the Fund may only invest in securities with a AAA credit rating. Investments in money market instru-
ments are restricted to instruments having maturities of not more than 1 year and a minimum rating of A.
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The composition of investments as at December 31, 2006 and 2005 was as follows:

{UA thousands) 2006

2005
Held-for-trading 191,760 97,091
Held-to-maturity - 224,645
Total 191,760 321,736
The notianal balance of investments as at December 31, 2006 was UA 191.61 million (2005; UA 320.81 million),
Held-for-trading investments
Held-for-trading investments as at December 31, 2006 and 2005 are summarized below;
{UA thousands) 2006 2005
Time deposits 7.027 951
Asset-backed securities 67,623 33,950
Government and agency obligations - 27,140
Corporate bonds 17,110 35,050
Total 191,760 97,091
The contractual maturity structure of held-for-trading investments as at December 31, 2006 and 2005 was as follows:
{UA thousands) 2006 2005
One year or less 9,690 9
More than one year but less than two years 8,310 2,802
More than two years but less than three years 78,260 15,396
More than three years but less than four years 3,340 16,812
More than four years but less than five years 19,940 -
More than five years 12,220 61,130
Total 191,760 . 97,091
The average yield of held-for-trading investments for the year ended December 31, 2006 was 5.55% (2005: 3.37%).
Held-to-maturity investments
Held-to-maturity investmenis as at December 31, 2006 and 2005 are summarized below:
{UA thousands) 2006 2005
Government and agency obligations 146,250
Corporate bonds 78,395
Total - 224,645

The fair value of held-to-maturity investments at December 31, 2005 was UA 223.68 million.

The average yield of held-te-maturity investments for the year ended December 31, 2006 was 2.25% (2005: 1.89%).
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The contractual maturity structure of held-to-maturity investments as at December 31, 2006 and 2005 was as follows:

{UA thousands) , i, 2006 | 2005
| i
I

Cne year or less t - i 224,645

NOTE E - LOANS

Loans originated prior to September 22, 2003, carry an interest rate of four per cent {4%) on the outstanding balance. With effect
. from September 22, 2003, pursuant to the Board of Governors’ resolution B/BG/2003/11 of June 3, 2003 and the protocol agreement
‘ between the Government of Nigeria and the Bank, dated September 22, 2003, the interest rate on loans was changed from a flat four
| per cent (4%) per annum to a range of 2% to 4% (inclusive) per annum on the outstanding balance and future undisbursed loans. -
Furthermore, a 0.75% commission is payable on undisbursed balances commencing 120 days after the effective date of the loan. Loans
are granted for a maximum period of 25 years including grace periods of up to 5 years.

The Fund’s loan regulations require that loans be expressed in UA and repaid in the currency disbursed. At December 31, 2006, all loans
disbursed were repayable in U.S. dollars.

The contractual maturity structure of outstanding loans as at December 31, 2006 and 2005 was as follows: e

{Amounts in UA millions)

2006 2005

Periods Amount % Amount %
One year or less | 2111 31.40 2438 32.79
More than one year but less than two years | 5.76 8.57 6.49 8.73
More than two years but less than three years ! 5.51 8.19 5.75 7.73
More than three years but less than four years ? 5.23 7.78 2.42 7.29
More than four years but less than five years | 4.94 735 5.10 6.86
More than five years ’ 24.68 36.71 27.22 36.60
Total |

67.23 100.00 ! 74.36 100.00

The weighted-average interest yield on ouistanding loans for the year ended December 31, 2006 was 2.97% (2005 2.75%).

Borrowers may prepay loans, subject to the terms specified in the loan agreement.

Provision for impairment on loan principal and charges receivable
At December 31, 2006, loans made to or guaranteed by certain borrowing countries with an aggregate principal balance of UA 23,59
million, of which UA 14,62 million was overdue, were considered to be impaired.
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The gross amounts of impaired loans and charges receivable and their correspanding impairment provisions at December 31, 2006 and
2005 were as follows:

{UA thousands) I— 2006 2005
Qutstanding balance on impaired loans ‘ 23,588 34,019
Less: Accumulated provision for impairment : (2,952 {3,452)
Net balance on impaired loans l 20,636 30,567
. | o |
Charges receivable and accrued income on impaired loans ! 16,203 17,445
Less: Accumulated provision for impairment {7,704} | {7,865)
Net charges receivable and accrued income on impaired loans | 8,499 f 9,580

.

The movements in the accumulated provision for impairment on loan principal for the years ended Deceraber 31, 2006 and 2005 were
as follows:

— 7
(UA thousands) (___ 2006 | 2005
Balance at January 1 ) 3,452 | 4,612
Provision for impairment on loans {or the year l (332) I (1,528)
Translation effects , (168) ! 368

Balance at December 31 2,952 ! 3,452

The movements in the accumulated provision for impairment on interest and charges receivable on loans for the years ended December
31, 2006 and 2005 were as follows:

(UA thousands) | 2006 1 2005
Balance at January 1 | 1,865 7,970
Provision for impairment on loan charges for the year 5 231 {772)
Translation effects (392) 667
Balance at December 31 7.704 | 7,865
Fair value of loans
At December 31, 2006 and 2005, the estimated fair values of loans were as follows:
{UA thousands)

§ 2006 : #2005

‘% Carrying Estimated Carry% Estimated

- Value Fair Value Valde Fair Value

Loan balance ai December 31 1 67,226 64,553 74,360 84,074
Accumulated provision for impairment on loans | {2,952) - (3,452)
Net Balance ! 64,274 64,553 70,908 84,074
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NOTE F - EQUITY

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

Fund capital

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

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

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

Retained earnings
Retained earnings as at December 31, 2006 and 2005 were as follows:

{UA thousands)

Balance at January 1, 2005 364,056
Net income for the year (Restated - Note C) 10,127

Balance at December 31, 2005 and January 1, 2006 374,183

Withdrawal of funds by the Government of Nigeria {135,708)
MNet income for the current year 12,726
Balance at December 31, 2006 251,201

On May 17, 2006, the Board of Governors of the Bank appraved the transfer of part of the income earned for the year ended December
31, 2005. Previously, Board of Governors’ approved transfer of net income was reported as a reduction of retained earnings. As discussed
in Note C, with effect from 2006, Board of Governors” approved transfers from income are reported as expenses in the Income Statement
in the year such distributions are approved. The approvals in the years ended December 31, 2006 and 2005 were UA 1.07 million and
UA 0.60 million, respectively.
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NOTE G - INCOME

Interest and charges on loans
Interest and charges on loans for the years ended December 31, 2006 and 2005 were as foliows:

(UA thousands) | 2006 1} 2005
Interest income on loans not impaired 1,820 1,660
Interest income ¢n impaired loans ‘ 1,212 1,225
Commitment charges | 330 348
Total income on loans 1 3,362 } 3,233

.

Income from investments
Income from investments for the years ended December 31, 2006 and 2005 was as follaws:

{UA thousands) 2006 2005

interest income 11,719 7,495
Realized and unrealized fair value gains 302 56
Investment income for the year 12,021 7,551

Other income

Other income consists of amounts received by the Fund in settlement of its claim from the liquidators of the defunct Bank of Credit and
Commerce International (BCCH).

NOTE H - ADMINISTRATIVE EXPENSES

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

a) Separately identifiable costs incurred by the Bank for the Fund; and

b} Indirect costs incurred by the Bank in the management of the Fund.

However, the annual payment for the aforementioned expenses incurred by the Bank shall not exceed 20% of the Fund's gross income
during the course of each year.

The administrative cost-sharing formula may be reviewed from time-to-time by mutual agreement. The amount of UA 2.92 million

charged for the year ended December 31, 2006 {2005: UA 2.16 million) represents the Fund's share of the Bank group expenses reim-
bursed to the Bank.
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NOTE ! - RISK MANAGEMENT

In the course of its business, the Fund is exposed to the following types of financial risks:
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Country credit risk: Country credit risk includes potential financial losses arising from a country’s inability or unwillingness to service
its obligations to the Fund. The Fund manages country credit risk through financial policies and lending strategies, including individual
country exposure limits and overall creditworthiness assessments. These include the assessment of each country's macroeconomic per-
formance as well as its socio-political conditions and future growth prospects.

The individual country exposure to the Fund on outstanding loans as at December 31, 2006 was made up as follows;

{(Amounts in UA thousands)

% of Total
No. of Total Unsigned  Undisbursed  Qutstanding  OQutstanding
Country Loans* Loans* Loans Balance Balance Loans
Benin 3 9,978 - 3,946 6,032 | 8.97
Botswana i 314 - 314 0.47
Burundi 2 143 143 0.21
Cape Verde 1 2,655 2,655 3.95
Djibouti 1 2,696 - 2,696 4.01
Gambia 3 71,970 6,111 1,859 2.77
Ghana 2 3,000 3,000 - -
Guinea 3 6,812 1,611 5201 7.74
Guinea-Bissau 1 3,510 3,510 - -
Lesotho 2 1,436 - 1,436 2.14
Liberia** 4 22,437 - 22,437 33.38
Madagascar 1 5,340 1,261 4,079 6.07
Mali 3 894 - 894 1.33
Mauritania 3 10,261 7,975 2,286 | 3.40 !
Namibia 1 1,902 i 1,902 | 283 |
Rwanda 3 1,787 6,000 1,787 2.66
Senegal 3 4,107 - 4,107 6.11
Seychelles 3 2,353 2,353 3.50
Somalia™* 1 773 ¢ - 773 1.15
Swaziland 2 5128 | 4,950 178 0.26
Tanzania 2 3223 \ - 3,223 4.79
Togo™* 1 378 - - 378 0.56
Uganda 1 2,493 : - | - 2,493 | 371
Total 47 105,590 } - 38,364 67,226 100.00J

* Excludes fully repaid and cancelled loans.
** Countries with overdue amounts as at December 31, 2006.

Shight differences may occur in totals due to rounding.

At December 31, 2006, the Fund had UA 38.36 million of loans which were committed but not yet dishursed (2005: UA 51.32 million).
The interest rate on these undishursed loans has been fixed at between 2% to 4% per annum,

Currency rate risk: Currency risk is mitigated by the Fund’s policy of holding all of its investments and loans in U.5. dollars, the cusrency

in which the Fund’s resources are denominated.
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Interest rate risk: The Fund is exposed to fair value interest sate risk on its portfolio of loans and invesiments, substantially ail of which
have fixed interest rates. These instruments are subject to interest rate repricing upon maturity or sale. Investments in the Fund’s helid-for-
trading portfolio reprice within ane year or less and are managed against a highly liquid reference benchmark. Investments in the Fund's
held-to-maturity portfolio are aligned against a fixed maturity benchmark. Repricing risk is not considered significant in comparison to
the Fund's equity resources, and is accordingly not hedged.

The Fund's risk management policies and processes are substantially unchanged from the prior year. Inte-est rate risk positions as at
December 31, 2006 and 2005 were as follows:

(i) Interest rate risk position at December 31, 2006

(UA thousands)
More than More than More than More than
one year two years three years four years Non
but less but less but less but less interest
One year thantwo thanthree thanfour thanfive More than bearing
or less years years years years five years funds Total
Assets
Cash 2,404 2,404
Investments 191,760 191,760
Accounts receivable 18,438 - - - - (7,704) 10,734
Loans 21,110 5,760 5,510 5,230 4,940 24,676 - (2,952) 64,274
233,712 5,760 5,510 5,230 4,940 24,676 {10,656) 269,172
Liabilities
Accounts payable {1,051) (1,051)
{1,051) {1,051)
Interest rate risk position
as at December 31, 2006 232,661 5,760 5,510 5,230 4,940 24,676  (10,656) 268,121
(i) Interest rate risk position at December 31, 2005
(UA thousands)
More than More than More than  More than
one year two years three years four years Non
but less but less but less but less interest
One year  than two than three thanfour  than five More than bearing
or less years years years years five years funds Total
Assets
Cash 1,916 1,916
Investments 321,736 321,736
Accounts receivable 23,615 - - - - {7,865) 15,750
Loans 24,380 6,490 5,750 5,420 5,100 27,220 {3,452) 70,908
371,647 6,490 5,750 5,420 5,100 27,220 (11,317) 410,310
Liabilities
Accaunts payable (1,234} {1,234)
(1,234) (1,234)
interest rate risk position
as at December 31, 2005 370,413 6,490 5,750 5420 5,100 27,220 (11,317) 409,076
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Liquidity risk: In order to mitigate liquidity risk, the Fund’s investment management policy ensures it has sufficient liquid assets to
meet its disbursement obligations. The Fund's liquidity risk is substantially reduced by the fact that its funding is provided by equity, not
borrowings.

NOTE | - RELATED PARTIES

The Nigeria Trust Fund is administered by the African Development Bank. The ADB conducts the general operations of the NTF on the
basis of the terms of the Agreement and in consultation with the Government of Nigeria. The NTF utilizes the offices, staff, organization,
services and facilities of the Bank and reimburses the Bank for its share of the costs of such facilities, based on an agreed-upon cost-
sharing formula {refer to Note H). The net amount outstanding at December 31, 2006 in respect of the Fund's share of administrative
expenses was UA 0.05 million {2005: UA 0.19 million) and is included in Accounts Receivable on the balance sheet.

NOTE K - APPROVAL OF FINANCIAL STATEMENTS

On March 28, 2007, the Board of Directors of the Bank authorized these financial statements for issue to the Board of Governors, The
financial statements will be approved by the Board of Governars of the African Development Bank at its annual meeting in May 2007.
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INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF GOVERNORS OF
THE AFRICAN DEVELOPMENT BANK IN RESPECT OF THE NIGERIA TRUST FUND

We have audited the annual financial statements of the Nigeria Trust Fund (the Fund), which comprise the balance sheet as at 31 December 2006, and the
income statement, the statement of changes in equity and cash flow statement for the year then ended, a summary of significant accounting policies and other
explanatory notes, as set out in notes A to K. These financial statements have been prepared under the accounting policizs set out therein, for the purpose of
submitting approved and audited financial statements to the Board of Governors as required by Section 8.2 of the Agrsement Establishing the Fund. This
report is made solely to the Board of Governors of the African Development Bank, as a body, in accordance with Section 8.2 of the Agreement Establishing
the Fund. Our audit work has been undertaken so that we might state to the Board of Governors those matters we are required to state to them in an auditors’
report and for no other purpose. To the fuflest extent permitied by law, we do not accept or assume responsibility 10 anyone other than the Fund and the
Board of Governors of the Bank as a body, for our audit work, for this report, or for the opinions we have formed.

Management's Responsibility for the Annual Financial Statements

Management is responsible for the preparation and fair presentation of these financial siatements in accordance with International Financial Reporting
Standards, and in the manner required by the Agreement establishing the Fund. This responsibility includes: designing, implementing and maintaining
intemnal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or
error: selecting and applying appropriate accounting policies: and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International Stand-
ards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to otvain reasonable assurance whether
the financial statements are free from material misstatcment,

An audit invalves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error,
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair prescntation of the financial statements
in order to design audit procedures that are appropriate in the circumstances. but not for the purpose of expressing an opinion on the effectiveness of the
entity’s intemnal control. An audit also includes evaluating the appropriateness of accounting principles used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall financial statement presentation.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the financiat statements present fairly, in all material respects, the financial position of the Fund as at 31 December 2006, and of its financial
performance and its cash flows for the year then ended in accordance with Internationa! Financial Reporting Standards.

Emphasis of matter

Without qualifying our opinion, we draw attention to the going concem status of the Fund as set out in Note A 1o the financial statements, which indicates
that the Fund was established under an agreement signed on 26 February 1976 (the Agreement) between the Aftican Development Bank and the Federal
Republic of Nigeria. The Agreement stipulates that the Fund shall be in effect for a period of 30 years from the date of the Agreement and that the termination
date may be extended by mutual agreement between the Bank and the Federal Republic of Nigeria. The current agreement terminated on April 25, 2006 and
in May 2006 the Federal Republic of Nigeria granted a one-year extension of the Agreement to April 25, 2007. In addition, on March 27, 2007, a further
one-year extension was granted by the Federal Republic of Nigeria to April 25, 2008. These conditions indicate the existence of an uncertainty which may
cast significant doubt about the Fund’s ability to continue as a going concern.

Deloite & Towde LAP

Deloitte & Touche LLP
Chartered Accountants
London

30 March 2007
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Principal Officers of the Bank Group, December 31, 2006

PRESIDENCY

President

Director of Cabinet

Special Advisor to the President

Director, Compliance Review & Mediation Unit

Secretary General

General Counsel and Director

Director, Office of the Auditor General

Acting Director, Operations Evaluation Department

Acting Head of Unit, External Relations and Communications Unit
Ombudsman

OFFICE OF THE CHIEF ECONOMIST

Chief Economist
Acting Director, Development Research Department
Acting Director, Statistics Department

CORPORATE SERVICES

Vice-President

Director, General Services and Procurement Departrnent
Director, Human Resources Management Department
Director , Information Management & Methods Department
Head, Language Services Unit

Official Representative, Abidjan

FINANCE

Vice-President

Director, Financial Controi Department

Acting Director, Financial Management Department
Director, Treasury Department

Acting Director, Programming & Budgeting Department

QPERATIONS |: COUNTRY & REGIONAL PROGRAM & POUICY

Vice-President

Directar, Country Regional Department Center

Acting Director, Country Regional Depariment North A

Director, Country Regional Department East B

Acting Director, Country Regional Department East Aw

Director, Country Regional Department North B

Director, Operations Policy and Compliance Department

Director, Cotintry Regional Department South B

Acting Director, Country Regional Department South A

Director, Country Regional Depariment West B

Acting Director, Country Regional Department West A

Acting Head of Unit, Procurement and Financial Management Unit
Acting Head of Unit, Resource Mobilization and Partnerships Unit

OPERATIONS |1: SECTOR OPERATIONS
Vice-President
Director, Human Development Department

Acting Director, Agriculture and Agro-Industry Department
Acting Director, Governance, Economic & Financial Reforms Department

OPERATIONS {II: INFRASTRUCTURE, PRIVATE SECTOR & REGIONAL REINTEGRATION

Vice-President

Director, Infrastructure Depariment

Acting Coordinator, Infrastructure Consortium for Africa

Director, Water & Sanitation Department

Acting Director, Private Sector Department

Acting Director, NEPAD, Regional Integration and Trade Department

Danald
Henock
Graham M.
Per Eldar
Modibo I.
Adesegun A.
Edward R. Q.
Douglas A.
Eric

James R.

Louis A.
Temitope W,
Charles L.

Arunma 0.
Jean-Paul A,
Guy Marcel J.
Ibrahima
Valentin
Ngardinga

Thierry
Charles 0.
Tsiambu I.
Stefan L.
Kodeidja M.

Joseph B,
Maohammed J.
Mahammed J.
Razanakoto A.
Razanakoto A.
Lotfi

Philibert

fFrank

Frank

Janvier K.
Janvier K.
Ahmed M.
Amabel

Zeinab B.
Alice
Abdirahman D.
Isaac S.

Mandla Sizwe V.
Gilbent

Gilbert

Kordje

Tim

Michael Issa
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Kaberuka

Kifle
Stegmann
Sovik

Toure
Akin-Glugbade
Quko

Barnett

Chinje

Nabina

Kasekende
Oshikoya
Lufumpa

Oteh
Ehounou
Terracol
N'diaya
Mbarga Ndi
Sangbe

De Longuemar
Boamah

Vusi
Nalletamby
Diallo

Eichenberger
Gharbi
Gharbi
Rakotobe
Rakotobe
Chakroun
Afrika

Black

Black

Litse

Litse

Ben Barka
Orraca-Ndiaye

El-Bakri
Hamer
Beileh Lobe
Ndoumbe

Gantsho
Mbesherubusa
Mbesherubusa
Bedoumsa
Turner
Mah’'moud
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Appendixes and Annexes

Appendix i-1
Resolutions Adopted by the Board of Governors in 2006 for the Bank

B/BG/2006/01:

B/BG/2006/02:

B/BG/2006/03:

B/BG/2006/04:

B/BG/2006/05:

B/BG/2006/06:

B/BG/2006/07:

B/BG/2006/08:

B/BG/2006/09:

B/BG/2006/10:

B/BG/2006/11:

B/BG/2006/12:

B/BG/2006/13:

B/BG/2006/14:

B/BG/2006/15:

B/BG/2006/16:

Annual Report 2006

Temporary Relocation of the Operations of the African Development Bank to the Temporary Relocation Agency in
Tunis, Tunisia: Twelve (12)-Month Review of the Temporary Relocation Period

By-election of an Executive Director of the African Development Bank
Annual Report and Audited Financial Statements for the Financial Year Ended 31 December 2005

Distribution of Part of the Net Income of the African Development Bank for the Financial Year Ended 31 December
2005, Using Allocable Income as the Basis of Distribution

Distribution of Part of the Net Income of the Nigeria Trust Fund for the Financial Year Ended 31 December 2005

Reviews to be Conducted by the Governors' Cansuitative Committee and the Steering Commitiee for the Election
of the President, Concerning Certain Procedures Related to the Election of the President.

Waiver of the Requirement to hold the Annual Meeting at the Bank's Headquarters or in Another Regional Member
State, Whenever the General Election of Executive Directors will be Conducted in the Course of the Meeting

Dates and Venue of the Forty-Second Annual Meeting of the Board of Governors of the Bank and the Thirty-Third
Annual Meeting of the Board of Governars of the Fund {2007).

Vote of Thanks of the Boards of Governors to His Excellency Blaise COMPAORE, President of the Burkina Faso

Vote of Thanks of the Boards of Governors to Her Excellency Ellen JOHNSON-SIRLEAF, Pre;ident of the Republic of
Liberia

Vote of Thanks of the Boards of Governors to His Excellency Armando GUEBUZA, President of the Republic of
Mozambique

Vote of Thanks of the Boards of Governors to His Excellency Paul KAGAME, President of the Republic of Rwanda

Vote of Thanks of the Boards of Governors to His Excellency Charles KONAN BANNY, Prime Minister of the
Republic of Cote d'lvoire

Vote of Thanks of the Boards of Governors to the Qutgoing Chairperson, the Bureau and the loint Steering
Committee

Vote of Thanks of the Boards of Governors to the National Organizing Committee of the 2006 Annual Meetings

Vote of Thanks of the Boards of Governors to the Boards of Directors, Management and Staff
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Appendix 1l1-2
Board of Governors and Voting Powers of Member Countries,
December 31, 2006

Country Governor Alternate Total Votes Voting Powers %
! 1 Algaria Mourad Medelci Mitoud Boutabba 83,680 3.782
2 Angola José Pedro de Morais Amadeu Mauricio 25,996 1.175
3 Benin Pascal I, Koupaki Albert S. Houngbo 4,870 0.220
4 Botswana Duncan Mlazie Taufila Nyamadzzho 47,196 2,133
5 Burkina Faso Seydou Bouda Lene Segbo 9,419 0.426
6 Burundi Denise Sinankwa Dieudonné Ngowembona 5,798 0.262
7 Cameraon Abah Abah Polycarpe Essomba Ngoula Blzise 23,213 1.049
‘} 8 Cape Verde Cristina Duarte Leonesa Maria Do Nascimento Lima Fortes 2,297 0.104
9 Central African Republic Sylvain Maiiko Theodare Dabanga 1,598 0.072 |
10 Chad Abbas Mahamat Toili Ousmane Matar 8reme 2,266 0.102 i
17 Camosos Hassani Hamadi Said Abdilahi 1,083 0.049 |
12 Congo Pacifique Issoibeka Plerre Moussa 10,485 0.474
13 Céte d'lvoire Charles Konan Banay Paul Antoine B, Bouabre 81,633 3.689
14 Democratic Republic of Congo Marco Banguli Jean Claude Masangu Mulongo 23,365 1.056
15 Djibouti Ali Farah Assoweh Djama Mahamoud Haid 1,838 0.083
16 Egypt Farouk £l Okdah Mzhmoud Mohey El Din 112,305 5075 |
17 Equatorial Guinea Marceling Owone Edu tosé Angel Borico Mofses 3,816 0.172 |
18 Eritrea Berhane Abrehe Martha Waoldegiorghis 2,628 0.119
19 Ethiopia Sufian Ahmed Mekonnen Manyazews| 35,3596 1.598
20 Gabon Paul Toungui Casimir Oye Mba 26,765 1.210
2 Gambia Moussa G. Ala-Gaye Abdou 8. Touray 3,915 0.177
22 Ghana Kwadwe Baah-Wiredu Paul A. Acquah 50,113 2.265
23 Guinea Madikaba Camara Eugene Camara 9,480 0.428
24 Guinea Bissau Issufo Sanha Victor Luis Mandinga 1,225 0.055
25 Kenya Amas Kimunya toseph K. Kinyua 32,289 1.459
26 Lesotho Timothy Thahane M. Majoro 3,044 0.178
27 Liberia Antoinette M. Sayeh Toga G. McIntosh 4,855 0.219
28 Libya Ahmed Menesi Mohamed A.A. Ashokri 80,381 3633
29 Madagascar Radavidson Andriamparany B.  Randriarimanana Harison Edmond 14,768 0.667 |
30 Malawi Goodall Gendwe Patrick C. Kamwendo 7,097 0321
‘ 31 Mali Abou—Bakar Trzore Marimantia Diarra 10,147 0.459
32 Mauritania Mohamed Ould El Abed Abba Ould Ahmad-Totba 3,838 0.173
o33 Mauritius Rama Krishna Sithanen Ali Michae! Mansoor 14,700 0.664
34 Morocco Fathallah Cualalou Abdelatif Loudyi 72,893 3.294
35 Mozambigue Aiuba Cuereneia Ernesto Gouveia Gove 14,372 0.650
36 Namibia Saara Kuugongelwa—Amadhila  Carl-Herman G. Schlettwein 8,012 0.362
37 Niger Ali Mahaman Lamine Zeine Yacoubou Mahaman Sani 6,151 0.278
38 Nigeria Esther Nenadi Usman 193,268 8.734 |
39 Rwanda James Musoni Monique Nsanzabaganwa 3,590 G162 |
40 Sao Teme & Principe Marfa Dos Santos Tebus Torres  Maria Do Carmo Trovoada P.C, Silveira 2114 0.096
4 Senegal Abdoulaye Dicp Mamadou Faye 22,969 1.038
42 Seychelles Patrick Pillay Lehka Nair 1,849 0.084 |
43 Sierra Leone lohn 0. Benjamin Samura MW, Kamara 5,923 0.268 E
44 Scmalia ¥ * 2,566 0.116
45 South Africa Trevor A, Manuel Lesetja Kganyago 97,850 4.422 ‘
46  Sudan £l Zubair Ahmed El Hassan Lual A. Deng 9,455 0.427
47 Swaziland Majozi Vincent Sithole Absatom M.C. Dlamini 7.866 0355
48 Tanzania Zakia Hamdzni Meghji Enos S. Bukuku 18,874 0.853
49 Togo Payadowa Boukpessi Hatadeema Nonon Saa 4,077 0.184 ‘
50 Tunisia Mohamed Nouri Jouini Mohamed Ali Mouethi 31,076 1.404 |
51 Uganda Ezra Suruma M.C. Kassami 11,623 0.525
52 Zambia Ngandu Peter Magande Evans C. Chibiliti 27,578 1.246 |
-~ 53 Zimbabwe H.M. Murerwa Willard L. Manugo 45,586 2.060
TOTAL REGIONALS 1,330,051
*Not yet appointed at December 31, 2006.
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Appendix 1I-2

Board of Governors And Voting Powers of Member Countries,

December 31, 2006 (continued)

Country

Argentina
Austria
Belgium
Brazil
{anada
China
Denmark
Finfand
France
10 Germany
11 India

12 ltaly

13 Japan

14 Xorea

15 Kuwait
16 Netherlands
17 Norway

LT= = I = L L

18 Porwgal

19 Saudi Arabia
20 Spain

21 Sweden

22 Switzertand

23 United Kingdom

24 United States of America

TOTAL NONREGIONALS 8821675 39.891
GRAND TOTAL 2,2121726 100.000

Annual Repart 2006

Governor

Felisa Josefina Miceli
Karl-Heinz Grasser

Didier Reynders

Paulo Bernardo Silva
Peter Mackay

Zhou Xiaochuan

Ole E. Moesby

Marjatta Rasi

Xavier Musca

Karin Kortmann

Shri P. Chidambaram
Tommaso Padoa-Schioppa
Omi Kouji

Kwon, O-Kyu

Bader Al-Humaidhi

Gerrit Zalm

Anne Margareth Fagertun
Stenframmer

Fernando Teixeira Dos Santos

Youssef Al-Bassam
Pedro Solbes Mira
Joakim Stymne

Jorg Al Reding
Hilary Benn

Henry M. Paulsan, Jr,

Alternate

Hernan Martin Perez Redrado
Kurt Bayer

Gino Alzetta

Jose Carios Rocha Miranda

Hu Xiaolian

Jchnny Flento

Anneli Vuarinen
Ambroise Fayolle
Rolf Wenzel

Rakesh Mohan
Ignazio Angeloni
Teshihiko Fukui
Seong-Tae, Lee
Hesham Al-Wogayan
Agnes Van Ardenne Van Der Hoeven
Henrik Harboe

Carlos Costa Pina
Ahmed M. Al-Ghannam
David Vegara figueras
Stefan Emblad

Serge Chappatte
Gareth Thomas

Josette Sheeran

Total Votes Voting Powers %

5,453
10,304
14,542
10,270
82,038
24,855
25,793
11 252
82273
90,256

547
53,062

119,582
10,304
10,332
19, 55
25,793

5,£07
4,824
23,623
34120
32,415
37,074
142,977

0.292
0.466
0.657
0.464
3.708
1.123
1.166
Q.509
3718
4.079
0.247
2.398
5.409
0.466
0.467
0.866
1.166

0,262
0.218
1.068
1.542
1.465
1.675
6.462
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Appendix H-3
Board of Directors: Voting Powers and Countries Represented,
December 31, 2006

Executive Director For Total Votes Voting Powers %
|
. Mr. Andze-Olinga H.LC. Camercon 23,213 :
! Mr. Moutou-Kango ). (Alternate) Congo 10,485
‘ Burundi 5,798
‘ Central African Republic 1,598
‘ Demacratic Republic of Congo 23,365 233
Mr. Bougara Omar Algeria 83,680
+ Mrs, Gomes A, F. Gabriela {Alternate) Guinea Bissau 1,225
*} Madagascar 14,768 4.504
l Mr. Dacoury-Tabley P. H. Cote D'ivoire 81,633
‘ Mr. Abaga Nchama Lucas (Alternate) Equatcrial Guinea 3,816
! Guinea 9,480 4,289
1 M. Fontes Alexandre Cape Verde 2,297 ;
i Mr Sylla Gumar (Alternate) Senegal 22,969
! Benin 4,870 ’
: Comoros 1,082 i
| Gabon 26,765 !
! Chad 2,266
1 Mali 10,147
\ Niger 6,151
| Burkina Faso 9,419 3.886
! Mr. Ginindza Phiwayinkosi E. Swaziland 7,866
f Mr. Gomani A. Cedric (Alternate) Malawi 7,097
) Lesotho 3,944
& Mauritius 14,700
! South Africa 97,850
‘ Zambia 27,578 7.186
L
F Mr. Kukuri Barminas Rick R. Namibia 8,012
1 Mr, Byumbe N, Andrew (Alternate) Zimbabwe 45,586
; Mozambique 14,372
I Botswana 47,19
i Angola 25,996 6.380
| Mr. Mansaray B. Foday Sierra Leone 5,923
\ Mr. Karpeh Tuan R. Francis {Alternate) Liberia 4,855
| Ghana 50,113
i Sudan 9,455
i Gambia 3915 3.35%
|
Mr. Samir Fouad Morccco 72,893
Mr. Bouallagui Moncef (Alternate) Tunisia 31,076
: Togo 4,077 4.882
L I S o e — J
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Appendix II-3

Board of Directors: VVoting Powers and Countries Represented,
December 31, 2006 (continued)

Executive Director

Mr. Sani Lawal Mohamed
Mrs. Maria Das B. De Sousa (Alternate)

Dr. Khedr Hassan A.
Mr. Bahdon Ali Hassan (Aliernate)

Mr. Tabib Ahmed Taher

Mr. Quld Memoune Mohamedy {Alternate)

Mr. Zirimwabagabe Gerald
M. Sinon G. Andrew Peter (Alternate)

Mr. Arsenault Frangois
Mr. Sohn Byungdoo {Alternate)

Mr. Dewdney Richard
Mrs. Talapessy Lily Mathilde (Alternate)

Mrs. Perry Cynthia S.
M. Pittore Francesco

Mr. Carrere Emmanue! {Alternate)

Mrs. Wiig Aud Marit
Mr. Gillséter Bjon (Alternate)

Mr. Yoneyama Yasuaki
Mr. Bolano R. Bolo Carlos (Alternate)

Regignat Total;
Non-Regional Total:
Grand Total:

Annual Report 2006

For

Nigeria
Sao Tome & Principe

Egypt
Djibouti

Libya
Mauritania
Somalia

Rwanda
Seychelles
Ethiopia
Uganda
Tanzania
Eritrea
Kanya

(anada
Korea
China
Spain
Kuwait

UK.
Netherlands
Germany
Portugal

United States of America

Italy
France
Belgium

Norway
Sweden
Finland
Switzerland
Denmark
India

Japan
Argentina
Brazil
Austria
Saudi Arabia

Total Votes

Voting Powers %
193,268

2,114 8.830

112,305

1,838 5.158

80,381
3,838

2,566 3.922

3,590
1,849
35,356
11,623
18,874
2,628

32,289 4.800

82,038
10,304
24,855
23623

10,332 6.832

37,074
19,155
90,256

5,807 6.882

142,977 6.462

53,062
82,273

14,542 6.773

25,793
34,320
11,252
32,415
25,793

5,471 6.095

119,682
6,453
10,270
10,304

4,824 6.849

60.109
39.89
100.000
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Appendix Ili-1
Resolutions Adopted by the Board of Governors in 2006 for the Fund

F/BG/2006/01:

F/BG/2006/02:

F/BG/2006/03:

F/BG/2006/04:

F/BG/2006/05

F/BG/2006/06:

FIBG/2006/07:

F/BG/2006/08:

F/BG/2006/09:

FBG/2006/10:

F/BG/2006/11:

Temporary Relocation of the Operations of the African Development Bank to the Temporary Relocation Agency in
Tunis, Tunisia: Twelve (12) Month Review of the Temporary Relocation Period

Annual Repori and Audited Special Purpose Financial Statements for the Financial Year ended 31 December 2005

Dates and Venue of the Forty-Second Annual Meeting of the Board of Governors of the Bank and the Thirty-Third
Annual Meeting of the Board of Governors of the Fund (2007)

Vote of Thanks of the Boards of Governors to His Excellency Blaise COMPAQRE, President of Burkina Faso

Vote of Thanks of the Boards of Governors to Her Excellency Ellen JOHNSON-SIRLEAF, President of the Republic of
Liberia

Vote of Thanks of the Boards of Governors to His Excellency Armando GUEBUZA, President of the Republic of
Mazambique :

Vote of Thanks of the Boards of Governors to His Excellency Paul KAGAME, President of the Republic of Rwanda

Vote of Thanks of the Boards of Governors to His Excellency Charles KONAN BANNY, Prime Minister of the
Republic of Cdte d'lvoire

Vote of Thanks of the Boards of Govemors to the Qutgoing Chairperson, the Bureau, and the Joint Steering
Committee

Vote of Thanks of the Boards of Governors to the National Organizing Committee of the 2006 Annual Meetings

Vote of Thanks of the Boards of Governors to the Boards of Directors, Management, and Staff
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Appendix [lI-2
Board of Governors and Voting Powers of State Participants and of the ADB,
December 31, 2006

Country Governor Alternate Totd! Votes Voting Powers %

1 African Development Bank 1,000.000 50.000
2 Argentina Felisa losefina Micelina Hernan Martin Perez Redrado 0.131 0.007
3 Austria Karl-Heinz Grasser Kurt Bayer 13.536 0.677
4 Belgium Didier Reynders Gino Alzetla 18,528 0.926
5  Brazil Paulo Bernarda Silva Jose Carlos Recha Miranda 6.005 $.450
6 Canada Peter Mackay 79.861 3.993
7 China Zhou Xiaochuan Hu Xiaolian 17.699 0.885
8  Denmark Ole E. Moesby Iohnay Flento 31.589 1,579
9  Finland Marjatta Rasi Anneli Vuorinen 17.898 0.895
10 France Xavier Musca Ambroise Fayalle 49.262 4.963
11 Germany Karin Kortmann Rolf Wenzal 100.606 5.030
12 India Shri P. Chidambaram Rakesh Mohan 4,337 0.217
13 aly Tommaso Padoa-Schioppa Ignazio Angeloni £5.071 3.254
14 lapan Omi Kouji Toshihiko Fukui 131.831 6.592
15 Korea Kwaon, O-Kyu Seong-Tag, Lee 8.174 0.409
16 Kuwait Bader Al-Humaichi Hesham Al-Wogayan 11.185 0.559
17 Netherlands Gervit Zalm Agnes Van Ardenne Van Der Hoeven 34963 1.748
t8  Norway Anne M. Fagertun Stenhammey Henrick Harboe 42712 2.136
19 Portugal Fernando Teixeira Dos Santos Carlos Costa Pina 1672 0.334
20 Saudi Arabia Youssef Al-Bassam Ahmed M. Al-Ghannam 15.851 0.793
21 Spain Pedro Solbes Mira David Vegara Figueras 14.166 0.958
22 Sweden Jogkim Stymne Stefan Emblad 52.135 2607
23 Switzerland Jarg Al Reding Serge Chappatie 4679 2.034
24 United Arab Emirates Mohamed Khalifa Bin Yousef al Suweidi Abdulizh Hussain Dawood (.588 0.029
25 Linited Kingdom Hilary Benn Gareth Thomas 55.068 2.763

United $tates of America Henry M. Paulson, !r. Josette Sheeran 122,443 6.122

TOTAL 2,000,000 100.000
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Appendixes and Annexes

ADF Board of Directors: Voting Powers and Countries Represented,

December 31, 2006

Executive Directors |

Alternates

" M. Phiwayiakosi €. GININDZA **
. Mr. Mohamed Lawal SANI"*

" Mr. 1.C ANDZE-OLINGA **

| Mr.Alexandre FONTES **

| Mz. Rick Barminas R. KUKURI**

| Mr. Foday MANSARAY **

[ Ms Cynthia Shepard PERRY
Vacant

. Mr. Yasuaki YE)NEYAM;\
" Mr. [brahim AL SUGAIR

[ Mrs. Aud Marit WIIG
 Mr. Bjom GILLSATER

1

|

{ Mz, Richard DEWDNEY

I Mzs. Lily Mathilde Talapessy

"M Frangois ARSENAULT
I'Mr. Byungdoo SOHN

! -
‘-’Mr. Francesco PITTORE

I Mr. Emmanuel CARRERE

e -4;'3-' e
Italy

"ADB
- ADB
1 ADB
ADB
ADB
ADB

i United States of America
United States of America

“ lapan

# Saudi Arabia
* Brazi!

1 Austria
Argentina

Norway
Swedan
| Switzerland
| Denmark
‘5 Finland
“India

United Kingdom

i The Netherlands
Germany
. Partugal
\[ Canada
1 Kuwait

i Spain

t China

; Korea

1
France
! Belgium

" United Arab Emirates

GRAND TOTAL
*  Slight differences may occur in tatals due to rounding.
‘-L' * For the peried beginning Qctober 1, 2006 through june 30, 2007,

-

8.333
8.333
8.333
1 8,333
8.333
8333

622

I
50.000

AL

L 080

9,143

£ 0.029
" 100.000

|
|
|
|
|
]
|
|
|

Participants Voting Powers*
th %
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Appendix I11-4
Subscription of State Participants and of the ADB,
December 31, 2006

{In Units of Account)

- Partmpants Contribution in UA I

111,740,678
2 Argenuna 8,860,520
3 Austria 210,882,574
4 Belgium 284,082,343
] Brazil $27,463,642
6 Canada ¥,188 882,968
7 China 271,918,275
8 Denmark 459,131,460
9 Finland 251,705,129
10 France 1,520,521,058
" Germany 1,491,116,185
12 India 63,436,236
13 Italy 962,522,641
14 Japan 1,935,768,756
15 Korea 122,541,311
16 Kuwait 157,801,743
17 Netherlands 540,194,386
18 Norway 660,533,974
19 Portugal 114,374,593
20 Saudi Arabia 224,560,128
21 South Africa 13,716,316
22 Spain 327,065,245
23 Sweden 775,214,039
24 Switzerland 603,052,188
25 U.ALE. 8,289,468
26 United Kingdom 854,096,268

US.A 1,936,484,551

27
[ swbtoa T T T 15,225,956,675
lr -
]

Supplementary Contrlbutlons Through .

_L_ Accelerated Encashment to Reduce the Gap | 33,565,198
T e TED == - o A=

[ % Grand-Total |  45.264,511,873 |

Shght differences may occur in totals due to rounding.
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Annex 1

Annex Il

Appendixes and Annexes

Annexes

Classification of Regional Member Countries

Selected Statistics on Regional Member Countries

-1

-2

Africa: Selected Social Indicators

Africa: Selected Macroeconomic Indicators

Data on Bank Group Operations

-3

i-4

il-5

H-6

-7

-8

-9

1-10

I-11

fn-12

13

I1-14

[1-15

II-16

1-17

Bank Group Transfer of Resources to RMCs

Bank Group Transfer of Concessional Resources 10 RMCs
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Annex |
Classification of Regional Member Countries

1 Angola 20 Kenya
2 Benin 2 Lesotho
3 Burkina Faso 22 Liberia
4 Burundi 23 | Madagascar
5 Cameroon 24 Malawi
6 Cape Verde 25 Mali
7 Central African Republic 26 Mauritania ;
8 Chad 27 Mazambigue I
9 Comoros 28 Niger ‘
10 Congo 2 Rwanda “
H Congo, Democratic Republic of 3¢ Sao Tome & Prircipe :

'47 Cte d'Ivoire 31 Senegal

Co13 Djibouti < 32 Sierra Leane

BT Eritrea 33 Somalia
15 Ethicpia 34 Sudan
i6 Gambia o3 Tanzania
i7 Ghana 36 . Togo
i8 Guinea 37 tganda
19 Guinea Bissau 38 Zambia

s - Counvi Ko o o 200w 0f Rsowres |
1. Nigeria
2 Zimbabwe
1 Algeria
2 Botswana
3 Egym
4 Equatarfal Guinea
5 Gabon
6 Libya™**
7 Mauritius
8 Merocco
9 Namibia
10 Seychelles

Al South Africa
12 Swaziland
13 Tunisia |

* Except for limited ADB lending for enclave and private sector projects
** Libya is not a Barrowing Member Country

228 Annual Report 2006




Appendixes and Annexes

Annex Ii-1
Africa : Selected Social Indicators

. Daily Primary School Adult lllitercay
Total Life [LIEL Maternal Access Access to .
HDI* Value ) X e Calories Envoliment {%) Rates {%)
(010 1) Expectancy Mortality Mortality to Water | Sanitation I
o su|
{years} {per 1,000} | (per 100,000} { (% of pop.) | (% of pop.} pp{r Female
per capita

 Country 2004 2006 2006 200105 2004 | 2004 i 2004 , 200405 200405 , 2006 2006 |
" Developed Countries ~ 0.946 76.2 ' 47 130T 0 007 3ma i 102 z, 1 1
' Developing Countries 0.679 64.6 ¢ 57.3 440.0 80 | 50 | 2,666 5‘ 105 nz i3 15 1
| Africa ) 044 S1.4,  B25 6085 621 s 243 90 104 s2, 4
" Central Africa T oa0 aso | 061 10m0 55 3 18 8 109 ‘ BETRE N
Burund 0.382 451 1003 4799 79 36 1,682 B 87 s 3
Cameroon 0.506 46.2 91.4 1 669.0 66 51 282 07 126 40 " 23 !
Central African Republic 0.353 395 94.2 1,350.0 75 27 2,004 44 67 B7 - 35 ‘
Chad 0.368 41 1124 | 1,099.0 Q" g 2137 62 ! 97 w59
Cango © 0520 53.2 689 | 7810 58 2z 2130 85 9 .
Conge Dem. Rep i 0.391 44.4 1137 1,289.0 48 30 ! 1,560 ] - 46 | 19 l
Equatorial Guinea £ 0653 a1y 9.0 880.0 4 53 . 20 7
| Gabon C 6B 536 524 | 519.0 88 3 2707 129 139 ]
. Rwanda 0.450 444 1130 | 10710 | 74 @ 217 1200 18 40 pL i
;_ Sao Tome and Principe 0607 638 _ 79.0 1203, ™9 3, 255 132 0 134 2 0 8}
iEasternAfrica I ¥ T T 87 ea7 4 " zoos s w9 3 23!
| Comoros . 0.5% 647 503 57,0 8 3w 80 91 t
| Dibout  oam 537 856 5460 73 g2 2350 35 a4 . t
Eritrea 0.454 555 58.5 630.0 ! 60 9 1,465 59 2N o
Ethiopia Y pan 483 9256 673.0 2 31 1840 - 69 8 i .
- Kenya 0.491 495 839 5000 B 43 2,149 108 e ., 2 “
| Madagascar ' 0509 56.0 727 2650 50 3 200 31 136 3. 8
© Mauritias 0.800 728 149 0.0 100 9 2999 103 103 B, 2
‘ Seychelles 0842 o . 88 . . 2,426 . ne 109 ‘ 8 ‘ 9
I Somalia 0,000 43 . 15.7 1,1000 2 - “i .
' Tanzania 0.430 465 104.1 578.0 & | 4 193 9 - 103 BB
! Uganda L0s2 s 715 880.0 60 8 238! s 1 4 B
i Northern Africa © oee6 684 382 1770 8 68 3052 e e arf 28
| Algeria 0.728 720 ° 323 ! 370 85 92 314 107 . 116 0"
I Egypt 0.702 709 . 314 ! 5.0 98 70 3,286 - 98 103 a 17
| iy 0.78 743 172 97.0 7 97 3476 .
| Mausitania 0.486 54.5 " 894 . 741.0 53 3 2,640 9, 9% 57 4
' Morocea 0.640 07 27 270 8l 7 3,158 100 n &0 N
i Sudan 0.516 56.8 66.4 509.0 7 3 231 56 - 64 a8 9,
| Tunisia R R T £ X TS | S+ X 3 e o3Ma 8 om0 % nJ
| Sauthern Africa Toesat T a9 mal 6029 72 52 241 1% nM2 3% 19 )
i Angola 0.439 g 1318 1,850.0 53 n' 218 . . 4 17 |
" Botswana 0570 34 23 | 1000 % no 20 Wm0 B W
| Lesoibo 0.434 3438 60.3 762.0 79 37 2,49 131, 13 19 %
I Malawi 0.400 408 1042 ¢ 984.0 73 61 2077 126 - 123 4 25
Mozambique 0.390 418 92.7 175.0 43 | 3z, 2,057 8 104
1 Namibia 0.626 46.4 1 380 | 268.0 87 5 2,174 .. 17 13 ,
| South Afric 0.653 450 96 2300 88 65. 3004 - 19 16
| Swatiland 0.500 05 656 220.0 62 ' a8 MM . n 19 |
. Zambia 0407 38.8 887 729.0 58 56 1,947 97 01 40 il
| Zimpabwe 0491 373 595 11000, 8 83 AS78 .0 .
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Annex II-1

Africa : Selected Social Indicators {continued)

HDI* Value
{0to 1)

Western Africa 0.429
Benin 0.428
Burkina Faso 0.342
Cape Verde 0.722
Cote d'lvoire 0.421
Gambia 0.479
Ghana 0.532
Guinea 0.445
Guinea-Bissau 0.349
Liberia 0.000
Mali 0.338
Niger 031
Nigaria 0.448
Senegal 0.460
Sierra Leone 0.335
Togo 0.495

Total Life

Expectancy

{ years)

47.6
55.5
489
7.4
46.2
57.3
578
54.2
453
425
49.0
45.2
44.0
56.8
41.6
55.5

Infant
Mortality
{per 1,000)

107.1
99.1
116.8
256
114.7
69.8
57.0
98.5
Nna7
134.0
127.4
146.8
109.3
784
160.8
88.5

Maternal
Mortality
{per 100,000)

727
850.0
1.000.0
16
690.0
730.0
586.0
980.0
1,100.0
578.0
582.0
700.0
800.0
4010
2,000.0
570.0

Access
to Water
{% of pop.)

56
67
61
80
84
82
75
50
59
62
50
46
43
16
57
52

Access to
Sanitation
{% of pop.}

37

13
13
43
37
53
18
18
35
46
13
44
57
39
35

Daily
Calories
supply

per capita

2,574
2,652
2,529
3,058
2,637
2,118
2,723
2,426
2,00
1,923
2,163
212
2,720
2414
1,849
2,334

Source: World Bank, World Development Indicators 2006, UN Population Division, The 2004 Revision, and ADS Statistics Department;

HDR, 2006 ; December 2006, SOWC 2007
Notes:

Data not available
- Magnitude zeros
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Annex [I-2
Africa : Selected Macroeconomic Indicators
GNI per GDP Growth Rate (%) Investment | Consumer |Fiscal Balance | Debt Service
Capita {US 5) | Annual Average M {% of GDP) | Inflation (% of GDF) | {% of exports)
Country 2005 2000-2005 2006 (%) 2006 2006 2006
AlGENA oo 2,730 30.8 29 13.0 149
ANGOIA.. i 1,350 | 9.3 14.9 13 10.1 5.4 42,
BN 510§ 42 45 21.0 74 -2.7 153
Botswana..... 5,180 6.5 4.2 26.3 116 -0.2 12.7
Burkina Faso ... 400 5.7 5.5 18.1 28 -3.3 48!
Buzundi........ 100 . 1.7 6.1 16.1 5.0, 0.4 447
Cameroon .. 1,010 38 35 215 30 4.0 145
Cape Verde ... 1,870 56 58 387 36 -7 180,
Central African Republlc 350 -0.4 35 8.3 5.6 -1.4 .
Chad v 400 12.7 1.3 21.2 63 1.7 18
COMOIOS ....oceevreerceereeiess s : 640 , 26 1.2 1.9 38 1.2 17
CONGO -.ovvvvoeernens 950 47 68 23’ 40 189" 58"
Congo, Democra::c Repubhc .......... 120 22 6.5 16.7 220 4122 95"
Cote d'vOITe ..., 840 0.4 1.4 10.6 24 -2.0 . 2.2
Djibouti 1,020 24 42 325 3.0 12 99!
Egypt.... 1,250 40 68 18.1 4.1 93 B6'
Equamnaf Gumea 215 0.4 29.4 5.2 25.8 0.2
Eritrea 220 1.2 1.5 18.8 0.9 -179 39.0
Ethiopia ... 160 5.4 5.4 258 10.5 14 51
GABON ..o 5,010 2 215 19 10.7 711
Gambia. 290 42 45 241 20 -4.8 248
Ghana .. 450 49 6.1 30.0 10.9 -4.3 6.6
GUinea............ 370 | 29 5.0 153" 50 1.0 13.6 |
Guinea Bissau .. 180 | 0.9 46 17.2 19 -10.8 133"
Kenya ....oo...... 530 3.2 5.0 18.2 14.5 -3.5 6.6
Lesatho..... 960 28, 16 37 45, 2.7 9.3
LIBEMAZ covoeeecsie e 130 A 80| ‘
BIBYA coceveer e 5,530 44 5.0 144 30! 411
Madagascar.. 290 3.0 48 218 1.4 -4.7 1.6
MaIAWI ..o ' 160 1.7 8.4 15.0 134 3.0 16,6 ;
Mali e 380 ¢ 48 50 235 2 -1.7 42|
Mausitania.. 560 37 139 29.0 6.4 1.0 48
Mautitius .o 5,260 4.1 39 243, 89 5.3 48
MOPBECO ..o 1,730 4.4 73 256 ¢ 33, 5.6 1.1
Mozambique. 310 75 7.9 5.2 | 1277 20 18.4
Namibia....... 2,950 45 48 60 5.0 22 3.0
Niger.... 240 32 32 18.1 - 0.8 A0 8.0
Nigeria .... 560 56 5.3 20.0 8.6 88 19
RWan2 ..o 230 55 30 219 9.3 0.7 6.5
Sao Tome & Principe 390 38 S5 67.6 19.8 2.2 57.5
SENEERL.....cvririirrrenri e 710 44 29 256 2.0 =55 6.9,
SeyChelEs .oovvvernreer v 8,290 06 45 214, 0.4 27 8.2
Sierra Leone. 220 12.2 7.4 15.3 4,5 -0.5 10.8
SOMALA covverivivr s -
SOUth ATTICE covovvervrrverversrrrr e 4,960 39 5.0 188 49 0.4 88 !
640 65 121 24.8 7.0 0.2 3.0
2,280 22 18] 17.9 5.0 6.3 .
340 6.3 5.7 18.4 7.1 6.0 5.1,
350 23 18 208 27 -3.2 6.7
TURISTA oorrevvevee e seveemeeesseseserssenen ‘ 2,800 | t 45 5.8 25.4 45 -390 1.1
Uganda. v 280 | 5.6 5.4 3.2 66 2.1 31.1
ZAMDIA cecoveoveecrsme s errses s raseeeserseen 490 46 59 235 8.4 -2.5 21
ZiMbabWe. ...cvvevvrrireverversrnrensirrinnnnns 340 58, 51 35 12160 3.1 163! '
AL T 955 44| 55 209 91 i 32 7.3"
Sources: Wbrfd Bank, Afnca Live Da:abase, Sep:ember 2006 ;| IMF, World Economic Out.look September 2006 ; and ADB Statistics Depanmenr

Notes:

...Data not available

-Magnitude zeros

Oor0.0 Magnitude less than 5 percent of the umt employed
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Annex II-3

Bank Group Transfer of Resources to Regional Member Countries
{In millions of U.S. dollars)

Net Transfers
Repay- Interest as % of

Gross Dis- ments of Net Dis- and Net Gross Dis-
bursements Principal bursements Charges Transfers bursements

0.1 - 0.1 - 0.1 100.0

| 0.6 - 06 . 06 100.0
2.4 - 24 0.2 2.2 91.7
6.3 - 6.3 0.4 5.9 937
13.5 0.1 134 1.3 12.1 89.6
20.2 04 19.8 2.8 17.0 84.2
24.0 06 234 45 18.9 78.8
5t.9 2.8 49,1 13 41.8 80.5
62.0 1.6 54.4 10.7 43.7 705
99.5 7.3 92.2 14.7 715 719
i41.9 14.0 i27.9 233 104.6 137
172.0 174 154.6 313 1233 ni
2201 20.3 199.83 40.0 159.8 726
200.1 316 168.5 45.2 1233 61.6
280.2 341 2461 53.5 192.6 68.7
353.0 465 306.5 64.8 241.7 68.5
288.6 59.8 228.8 75.8 153.0 53.0
5311 72.8 458.3 107.9 3504 66.0
672.3 106.6 565.7 150.7 415.0 61.7
645.1 1355 809.6 2206 589.0 62.3
1,166.9 1713 995.6 245.7 749.9 64.3
1,503.4 195.8 1,307.6 3385 969.1 64.5
1,874.4 265.6 1,608.8 414.0 1,194.8 63.7
2,1273 2776 1,849.7 466.1 13836 65.0
217186 3158 1,855.8 586.4 1,269.5 58.5
2,149.5 3928 1,756.8 639.4 111713 52.0
2,089.6 583.2 1,506.5 836.3 670.2 321
1,678.0 637.2 1,040.8 795.4 2454 14.6
i 1,641.6 760.1 881.5 843.1 384 23
| 1.578.1 1,013.2 564.9 795.6 (230.7 (14.6)
1,249.6 868.0 3816 4.0 (332.4) (26.6)
‘ 1,215.8 1,017.9 197.9 704.8 {506.8} 417
| 896.7 881.2 15.5 629.2 (613.7) (68.4)
1,079.4 682.4 397.0 366.0 310 29
1,425.0 1,489.5 {64.5) 786.3 (850.8) (59.7}
1,519.8 1,611.2 {91.4) 643.6 (735.0) (48.4)
2,043.1 1,134 3296 580.3 (250.7) (12.3)
1,843.5 1,162.8 680.7 523.8 156.8 8.5
1,864.0 12215 642.5 554.8 87.8 47
35,202.2 ‘ 15,817.9 19,384.3 N 12,318.2 7,066.1 2¢.1
Source: ADB Financial Contral Department.
Notes :
ADF and NTF transfers are included for the periods starting from 1974 and 1576, respectively.
Magnitude zeros
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Annex II-4
Bank Group Transfer of Concessional Resources

To Regional Member Countries
{In miflions of U.S. dollars)
Net Transfers
Repay- Interest as % of
Gross Dis- ments of Net Dis- and Net Gross Dis-
bursements Principal bursements Charges Transfers bursements
39 - 39 - 39 100.0
10.6 - 10.6 0.1 10.5 99.1
26.4 0.1 263 0.2 - 26.1 98.9
49.1 45 446 0.7 439 894
644 1.9 62.5 1.5 61.0 94,7
103.1 0.7 102.4 24 100.0 97.0
007 23 98.4 3.1 953 94.6
133.8 ! 26 131.2 4.1 1271 95.0
163.4 22 161.2 52 156.0 95.5
120.9 23 118.6 6.0 1126 " 931
2291 59 223.2 284 2148 93.8
2916 16 284.0 1.5 2725 934
404.8 1.1 3937 ! 164 3773 932
3828 1.9 370.9 18.1 3528 92.2
506.7 141 4926 213 471.3 93.0 |
624.7 17.3 607.4 | 280 579.4 92.7 |
‘ 653.4 247 628.7 254 603.6 924
; ' 704.1 26.0 678.1 284 649.7 923
ns2 324 682.8 375 6453 90.2
629.4 ! 399 589.4 32.2 557.3 88.5
6196 - 50.0 569.6 49.8 5197 839
6336 ' 43.2 540.5 456 5449 ! 86.0
650.9 | 55.5 595.4 533 5422 833
630.6 56.6 574.0 5.7 518.3 82.2
516.3 57.5 458.8 54,2 - 404.6 784
361.3 64.5 296.8 815 | 2353 65.1
470.2 63.4 406.8 179 - 388.9 82.7
745.5 1345 611.0 100.5 5104 68.5
550.6 1123 438.3 79.9 358.4 65.1
10643 ! 145.9 9184 98.7 819.7 770
9926 1423 850.2 94.2 756.0 76.2
) 1,030.8 . 158.8 ‘ 872.0 . 206.7 ) 772.3 . 749
.Total ........................................... 14,1843 ] 1,292.0 R 12,892.3 1,228.2 11,831.0 83.4

Source: ADB Financial Control Department.

Notes:

Bank Group concessional resource transfers refer to ADF and NTF resources
Magnitude zeros
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Annex II-5
Bank Group Payments to Supplying Countries

For Procurement of Goods and Services, by Origin of Supply*
{In thousands of UA)

T

R B I N - R

Regionals
AlGEra.....oor et 479 0.04 - -
ANGOLA. e 265 0.02 553 0.04
Banin ..ot 1,495 012 1,101 0.09
169 0.01 109 0.01
Burking Fase........ccoccvevcncunnrnncienns 18,675 1.53 10,530 085
BUIUNGT.c.ceoece oo 372 0.07 528 0.04
CAMETOON......ccoceeccrer e 3,197 0.25 5210 0.42
Cape Verde ........ 1,31 0.10 625 0.05
Central African Republic.....c..ccveer.e. . - - .
Chad.. oot 5,357 0.42 4,959 (.40
COMOTES ..oreeececmsre et - - - -
CONG0...o.i - - 506 0.04
Congo, Democratic Republic............. 128 (X031 1,835 015
Cate d'lvoire 1,333 0.10 588 0.05
Djiboui........ 730 0.06 334 0.03
EGYPL.ciriiiisiec i 1,484 o 1,208 0.10
Equatorial GUinea ..........ocovccvrerrennns 443 0.03 404 0.03
[ E110:2: TR 2,197 0.17 2.010 0.16
30T 1 RS 3,976 0.31 685 0.06
GABON ..o 263 0.02 1,835 0.15
€111 2,137 0.7 1,813 0.15
111 OO 8,275 0.64 3,493 0.28
GUINGA......oeccrerrereverserssrssrserreareees 2,436 0.19 3,593 0.29
Guinea BiSSau......oiinininiininnns 94 0.01 1,895 0.15
KEMYR...c.creivc e ressmsssnnier s 5,197 0.40 7,941 0.64
LESOINO. ..ovvvee v rmrenr e 724 0.06 554 0.04
[T - - - -
Madagascar 4,973 0.39 6,135 0.50
Malawi 3,303 G.26 5,795 0.47
MLttt 3,612 0.28 6,469 0.52
[0 ET (1111 TSRO 556 0.04 740 0.06
Mauritius 590 0.05 345 0.03
Morocco 8,453 0.66 19,140 1.54
Mozambique 8,442 0.65 15,335 1.24
Namibia....... 7,342 0.57 10,583 0.83
NIGRT ot 3,779 0.29 2,654 0.21
10T - TR O 25,366 1.97 1,580 0.13
14T OO 1,998 0.15 2,668 0.22
Sao Tome & PriNCIPE ..voevevvercereerene 327 003 5 Q.00
SENGAL.c..rrercerere e erireeriseenien 6,847 0.53 7,826 0.63
Seychelles ..o - - - -
Sierra Leone .......coevvevvercerccrvercerecrnnne 122 0.01 5,490 0.44
SOMANA. c..cvcrer e - - - -
SOU AFFICA ..o eese e 37,468 2.90 29,322 237
SUGAN oo - - - -
Swaziland 81 0.0% 63 0.0
TANZANI ..o et srrenes 6,668 0.52 6,489 0.52
TOGO o 131 0.01 59 0.00
TUNISIA oo 21,026 1.63 20,598 1.66
15,370 1.i9 15,524 1.25
3,162 0.25 3,543 0.29
1,528 0.12 556 0.04
1,691 0.13 6,116 0.49

225081 1745 21437
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Annex II-5
Bank Group Payments to Supplying Countries

For Procurement of Goods and Services, by Origin of Supply* (continued)
(In thousands of UA)

Non-Regionals

' I

Argentina 20 0.00

Austria . . N .
Belgium 2,804 0.22 1,42 on
Brazil 6,206 0.48 3,434 0.28
Canada 5,790 0.45 6,557 0.53
China 66,863 5.18 70,167 5.66
Croatia . . - -
Denmark ‘ 5,114 0.40 | 1,588 0.13
Fintand 1,180 0.09 1,629 0.08
France 58,890 a.57 47,446 3.83
Germany 16,908 ° 1.31 17,505 141
India 4,522 035 13,251 107
lretand _ ; N .
Italy 30,164 2.34 11,867 0.96
Japan 4,409 034 4,892 0.39
Korea 2,660 0.21 3,237 0.26
Kuwait , . . . .
Netherlands ! 2,330 0.18 - 3,788 0.31
Norway 683 0.05 269 0.02
Portugal 3,289 0.26 1,620 0.13
Saudi Argbia 2,879 0.22 1,265 Q.10
Spain 6,827 .53 5711 0,46
Sweden 63 0.00 73 0.01
Switzerland 3,485 027 3,147 0.25
United Arab Emirates N . R .
United Kingdom 11,022 0.85 9943 0.80
USA 8613 0.67 3721 0.30

Sub-Total Non-Regionals
Net Advance Dishbursements*”
Disbursement for Policy-based Leans**

Source; ADB Financial Controf Department.

*Grigin of Supply (005) for Bank Group procurement and disbursenment purposes means the country from which the goodsiservices supplied
onginated as evidenced by the contract for procurement, and by the summary statement of items which accompantes the invoice or contract
supparting an application for withdrawal. For example, a French car purchased from a focal dealer in Cote o'ivoire would be classified under
the code for France.

= *The nature of these disbursernents makes it impossible to attribute them to any specific supplyirg or originating country untif expendrtures

have been reported o the Bank. However, these disbursements will be integrated into the reported country shares as soon as the refevant
invoices are received and processed.

Notes ;

-Magnitude zeros
0.00 Magnitude less than 5 per thousand of the umt empioyed
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Annex lI-6
' Bank Group Payments to Supplying Countries
For Procurement of Goods and Services, by Source of Supply™

{In thousands of UA)
_ 2005 [ ue
I TS B N R

Regwnals

AlGEMa....ccconirimmnie s 229 0.02 - -
Angola.. 307 0.02 553 0.04
Benin.... 2.043 0.16 1,863 0.15
BOLSWENA..cvovvrreee et eeerere s s 860 0.07 1,123 0.09
Burkina Faso. 21,683 1.68 30,805 0.87
BURUNG..covcer et ecrearsrer e 1,192 0.09 102 0.06
CAMBTODN ....ooveveeceereerreessre s snsrreranns 2,580 0.20 4,100 0.33
Cape Verde 1,321 0.10 716 0.06
Central African Republic.........ccovverne - - 23 0.00
(71 O N 6,096 0.47 5,261 0.42
Comoros.. . - - -
Congg.... o 64.61 0.0 75.39 0.01
Congo, Dernocranc Repubhc............. 161 0.1 1,908 0.15
Cote d'IVOIre oveeeeeeeienes 1,697 0.13 705 0.06
Djibouti........ 742 0.6 334 0.03
20} ¢ ST 1,540 0.12 1,514 0.12
Equatorial Guinea.... 443 0.C3 404 0.03
Eritrea......ocoereinnins 1,447 0.1 1,595 0.13
Ethigpia... 2,145 0.17 555 0.04
[CT:1110] ¢ ORI 295 0.02 1,698 0.14
Gambia.... 2,137 0.17 2,406 0.19
GHANG. . esies e ree et e 8821 0.68 4,137 033
GUINBE . cvvre et cemarins 3379 0.26 6,855 0.55
Guinea Bissau .. 418 0.03 1,855 0.15
KONYB..oovrmermmrmeieninieniesie s s 2,248 0.17 10,357 0.84
LBSOtNG . .cvvss e vt eeiinn 636 0.05 593 0.05
Madagascar. 9,781 Q.76 13,729 111
Malawi ...oooooeces 3,404 0.26 6,073 0.49
Mali i 3,775 0.29 8,947 0.72
Mausitania... 921 0.07 849 0.07
Mauritius ..... 6,377 0.49 11,040 0.89
Morocca ... 27,091 2.10 21,529 1.74
Mozambigue 22,222 1.72 10,358 (.84
Namibia....... 8,786 0.63 6,100 0.49
NIGE v arcnrnncrsr e 4,206 0.33 4,282 0.35
NIGEIIA. covvasocersssermeemmerromsemsressssessanas 33,485 2.63 5,259 042
Rwanda ...c.oen.. 4,227 033 7341 0.59
Sao Tome & Pringipe ......cooveeveeinenins 327 0.03 35 0.00
SENRGA. v voormsareeeercereerecreerecreerereens 7.475 0.58 8,605 0.69
Seychelles.... - - - -
Sierra Leone ..o, 140 a0 5,490 0.44
SOMANE..crv v s i - - - -
Souih Africa 33,836 2.62 30,740 2.48
Sudan ... - - - .
Swaziland ... . 1,215 0.09 1,034 0.08
TaNZANMIA 1 eisvvevevesenesse s 17,563 1.36 11,704 0.94
Togo....... 322 0.02 59 0.00
TURISIA covove oot 26,070 2.02 23,012 1.86
(ETLE s - TR 13,751 1.07 13,284 1.07
ZAMbIA 4,730 0.37 9,855 0.80
ZIDaDWE ..ot 2,748 0.21 556 0.04
Multinational ... 15,488 1.20 6,175 0.50

Sub-Total Regionals 310,423 24.07 266,197 21.48
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Annex II-6
Bank Group Payments to Supplying Countries

For Procurement of Goods and Services, by Source of Supply* (continued)
(In thousands of UA)

Non-Regionals -

o
.

Argentina - -

Austria . . . R
Belgium 2,674 0.21 1,597 ¢ 013
Brazil ‘ 5,844 0.46 2,907 0.23 :
Canada 5,561 0.43 6,305 051
China 39,962 310 46,157 373
Denmark 6,092 0.47 2,298 0.19
Fintand 1,033 0.08 1,029 - 0.08
France ' 34,616 2.68 38,682 | 3.12
Germany . 15,892 1.23 16,827 . 1.36
India 7,266 (.56 12,527 1.01
Italy 9,089 0.70 7,092 0.57 .
Japan 568 0.04 101 0.01 |
Korea 2,464 0.1¢ 2,850 0.23 -
Kuwait - - - -
Netherlands 1,894 0.15 4,262 0.34
Norway ) 421 0.03 69 0.02
Portugal 2,414 0.19 809 - 0.07
Saudi Arabia 2,879 0.22 1,265 0.10
Spain 4126 0.32 3,720 030
Sweden 1,999 0.16 - 73 0.0
Switzerland 1,600 0.12 3,355 0.27
United Arab Emirates . . . B
United Kingdom 8,305 0.64 8835 or !
USA 4578 0.35 4,150 033

Sub-Total Non-Regionals m 13.33
Net Advance Disbursements** 31.69
Dishursement for Policy-based Loans** m 33.50

Source: ADB financial Control Depariment.
*Source of Supply (OOS) for Bank Group procurement and disbursenment purposes means the country in which the supphier {the prmary contractor) is Jocated as evidenced by the con-
tract for procurement. and by the invoice or contract supporting an application for withdrawal. For example, a French car purchased from a local dealer in Cote d'hoire would be classified
under the code for France.
“*The nature of these dishursements makes it impossible to attnbute them to any specific supplying or arigmating country until expenditures
have been reported to the Bank. However, these disbursements will be integrated into the reported country shares as soon as the relevant
invoices are received and processed,
Notes :
~Magnitutle zeros
0.00  Magritude less than 5 per thousand of the unit employed
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Annex II-7

Bank Group Loan and Grant Approvals by Subregion, 1967-2006

{In millions of UA)

Subregion/Country 2002 003 | 204 | 2005 | | 2006 1967-2006

Central Africa
Burundi - - 20.2 12.3 16.3 3251
Camergon 34.7 46.5 121 5.6 1248 900.7
Central African Rep. - - - - 13 142.7
Chad 243 2.3 2.4 37.5 13.0 407.7
Congo . 0.9 1.0 - 17.4 303.4
Congg, Dem. Rep. 78.9 47.5 55.2 87.5 1.9 1,209.5
Equatorial Guinea - - - 67.2
Gabon 0.4 - 76.3 15.4 - 688.8
Rwanda - 49.8 51.% 25.0 436.2
Sao Tome & Principe 4.0 - - 4.0 103.6 ‘

[ central Africa Approvals I 1422 1470 250 | 2 2056 45849 |
East Africa
Comoros - - - - - 64,7
Djibouti 6.4 6.9 5.3 0.3 ¢.3 114.5
Eritrea - 0.4 18.6 - - 78.8
Ethicpia 21.0 102.4 62.0 436 231.0 1,694.2
Kenya . 57.8 51.3 1.5 57.0 7813
Madagascar 10.3 25.0 45.2 57.3 35.3 §12.9
Mauritius 8.0 7.1 279.3
Seychellas 0.3 - 89.8
Sematia - - - 0.3 0.3 151.4
Tanzania 16.9 31.3 147 145.3 1,070.0
Uganda 97.0 0.2 7a.2 885 53.0 997.4

[ East Africa Approvals I 1597 | 241 3714 | 397 | 5224 | 59343 |
North Africa
Algeria 148.9 0.4 - 1,889.1
Eqypt 166.3 - . 2843 398.5 2,412.4
Maritania 1.6 4.6 1.0 0.3 9.7 361.2
Morocco 245.3 177.0 369.3 175.7 2459 41370
Sudan - 0.3 - - 0.3 351.2
Tunisia 86.2 196.3 140.2 181.7 14.7 3,516.5

[ North Atrica Approvals T 6543 | 3987 . 5165 | 642.1 | 669.2 12,6614 |
Southern Africa
Angota 13.5 46 - 17,5 3394
Botswana - - 343 3621
Lesotho 1.7 10.5 0.8 - 6.8 307.4
Malawi 10.0 1.8 12.0 15.4 30.0 636.0
Mozambique 24.9 55.2 300 9.5 118.% 1,034.0
Namibia 19.7 - 59.1 167.8
South Africa 15.1 106.3 1741 - - 511.0
Swazitand 14.6 50.0 . 0.4 5.5 3001
Zamhia 220 13.7 0.4 €3.9 721.9
Zimbabwe - - 0.4 - 726.9

[ Southern Africa Approvals C 1094 ) 2705 | 267.0 || 435 | 259 | 5,106.5 |
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Bank Group Loan and Grant Approvals by Subregion, 1967-2006 {continued)

{In millions of UA)

P 2002 | 003 | 2004 |

2005 2006 1967-2006
E

West Africa !

Benin 19.3 51.7 212 59.5 150 504.8 |
Burkina Faso 283 79.0 39.6 56.8 15.0 595.2
Cape Verde 85 | 03 1.5 a1 i70.4
Cote d'lvire B33 - - . . 1,143.5
Gambia 1.9 0.4 50 . 5.5 8.0 228.6
Ghana £9.7 81.4 128 86.0 §6.0 1,020.6
Guinea 245 : - 27 | 15 566.7 |
Guinea-Bissau - 1.2 - 1.4 6.1 185.2 |
Liberia . 0.3 - . 3.0 1510 |
Mali 53.7 2.1 B9 49.9 15.0 6495
Niger 10.1 43.2 3.0 40.7 16.0 3584 |
Nigeria 160.6 350 1.7 108.3 11.9 24183 |
Senegal 13.4 65.3 9.6 83.2 - 669.5 |
Siesra Leone 16.0 305 36 397 20 2812 |
Togo 146 ) ) 22 187.4 .
West Africa Approvals I 499.2 | 437.0 133.9 | 553.7 | 267.8 || 9,136.2 |
Multinational | 22,9 287.2 219.2 | 85.8 | a17.9 |i 1,569.3 |
Total Approvals [ 1,586.9 1,764.5 1,733.1 | 1,7429 | 2,308.0 | 389993 |
Source ; ADB Statistics Department, Economic and Social Statistics Division

- Magnitude zero

Annual Report 2006

239




240

Appendixes and Annexes

Annex |I-8

ADB Loan and Grant Approvals by Country, 1967-2006

{In millions of UA)

2002 2003 2004 2005 2006 1967-2006

i Algerla

I Angola .

_ Benin

; Botswané

j Burkina Fasu

: Burundi ‘

: Cameroon
Cape Verae

: Central African Rep.

Chad

' Comoms:
Congo

' Congo, Dem. Rep.

: (Cote d‘!vdire

 Djibouti :

: Egypt

: EqualoriaI-Guinea

: Eritrea

. Ethiopia

Gabon

; Gambia

_' Ghana

jGuinea _

: Guinea-Bisslau

: Kenya k

: Lesothe

 Liberia

~ Libya

: Madagascar:

‘ Malawi

Mali

: Mauritania

: Mauritius

: Moracco

j Moza.mbiquel‘

i Namibia

; Niger

: Nigeria

© Rwanda

~ Sao Tome&P:_rincipe

'_ Senegal

Annual Report 2006

148.9

343

04

1663

0.4

0.4

. 6
8.0
2453

14.7
9.5
133

9.1

03

04
69
04
04

04

53

0.3

177.0
289

343

0.3

763

0.3

369.3

03

0.3
0.3

03

0.3
284.3

15.4

0.4

03

1.7

1757

0.4

0.7
74.1

67 |

311

03
398.5

03

03

274

2459

839

1,886.4

2049
%4

264.2

314

49.3
535.1
12.4

152
3.0

10.0
267.4
625.3
871.8

83
21958
72
07
413
685.6
21

2633
1243
1.7
245.4
63.7
116.8

68.2
854
19.9
104.8
264.2
4,072.7
128.9
135.9
37.9

2.076.7
169

1959




Annex [1-8

ADB Loan and Grant Approvals by Country, 1967-2006 (continued)

{tn millions of UA)

. Seychelles ]
' Sierra Leone o
_ Somalia
Soutﬁﬁfri;a;
Sudan -
{ Swaziland
' Tanzania

\ Uganda
‘ __ Zambia

‘_ Zlmbabwe -
! Multinational

Appendixes and Annexes

Total

67.0 ]

- 143 ]
R 85 |
B 511.0 ]

03 “ i fti:éd' ]
T 2407 |
R 603 |
' 33.0 |
Wy 35165 |
S e

289 | 3]
T s ]

704 ' 450 }
9314 ” 22,2986 J

Seurce: ADB Statistics Department, Economic and Social Statistics Division

- Magnitude zero
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Annex I1-9
ADF Loan and Grant Approvals by Country, 1974-2006
{In millions of UA)
TR ST NN NN ST T T
Algena ]
Aol 135 46 : 1.2 : 1345
Benin 93 177 2.2 59.5 15.0 460.9
| Botswana: ) - - - - . 848 |
| Burkina Faso 83 790 396 56.5 15.0 563.8
| Caundi - - 20.2 12.0 16.3 2625
 Camercon 04 265 2.1 25.6 3.7 365.6
 Cape Verde 85 : 35 - 41 144.4
" Central African Rep. o - . - : 33 1215
Cchad ' 23 23 24 3.2 130 4047
: Comoros | - - - . - 7
 Congo - 05 7.0 : 12.4 36.0
" Congo, Dem. Rep. 785 as 55.2 875 19 584.2
 Cote d'hoire 833 - : - - 268.8
" Dijibou 6.4 - 5,0 - - 1022
: Egypt - - - - - 265
: Equatorial Cuinea - - - . . 60.0 .
Eives ' : . 18.6 : - 78.1
" Ethiopia o 210 1020 62.0 43.6 230.7 1,441.9
i Gabon ” - - - - - 32
© Gambia 1.9 - : 55 8.0 192.2
CGhana 60.6 78.4 128 86.0 66.0 752.0
CGunes us - - 21 35 326.1
 Guinea-Bissau - 3.7 - 14 5.8 167.4
ke ' - 52.6 £1.2 415 29.7 535.8
lesotho 17 105 0.8 : 6.8 229.1
lberia ) ' - : : : 10 36.6
: Libya .
Madagascarr 10.3 25.0 44.9 51.3 35.3 5321
C Malewi 9.6 R 12.0 15.0 0 5508
CMall | 53.7 81 33.9 49.9 150 624.6
" Mauitania | : 18.6 27 : 57 246.0
i Mauritius - - - - - .. 4.7
: Morocco - - - - - 64.4
" Mozambique 2.9 %3 30.0 9.2 189 898.3
 Namibia - - - - - 231
CNiger 06 B2 30 40.0 160 315.3
Nigeiia 73 B0 .7 34.2 20 3415
| Rwanda - 38 51.9 : 250 404.8
: _SaoTome & Principe 40 . - - 4.0 98,6
_ Senegal ) 134 653 96 765 - I

242 Annual Report 2006




Appendixes and Annexes

Annex 11-9

ADF Loan and Grant Approvals by Country, 1974-2006 (continued)
(in millions of UA)

Seychelles 10.8 i

 Sierra Leone 180 1 3025 S 38 " 397 zo s

Somalia - ' ) - ' . 7 . - ) 136.9 A
. SoulhAfnca S L - " 7

Csudn ) T .
j Swaziland '. - - R . - _ 495 ‘

e e 2
|
3

' Tanzania _ 1 R T ney - M50 9960
,  Togo ' o - - 22 1839

Tunisia S - . -

Cerds w0 i ms om0 o
 Zambia _ . a0 wr - 30 38 |

Zimbabwe - - - - - _ 81? ‘
" Multinational - 190 i e a1 s IR 10708

[Totel T e | weed | w52 || a2 || 13737 | 16,3963 |

Source: ADB Statistics Department, Economic and Social Statistics Divisior:
- Magnitude zero
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Annex II-10
NTF Loan and Grant Approvals by Country, 1976-2006

{In millions of UA)

. Algeria

: Angola . . , R ,

CBenin R w0 - : _ 19.4
: Botswana._ _ - ' - - - - - 13.0 !
j Burkina Faso . - _ - ' ‘
: Burundi ' 7 - ' . - ' - 7 s 13.4 '
: -Camerocn - - 7 - . - - 7 -

: Cape Yerde - " - o - - 13.6
j CentraiAf:rican Rep. ~ . . ) ‘

CChad

Comoros - - -

1

: Congo - . - -
: Congo, Pem. Rep. - - - .
© Cote &'Ivaire 7 - ‘ - . . | - 9
" Djibouti ) - - - : _ 40
L _— : : ;
. Equatorial Guinea )
[ Bies - . __— . ' - )
: Ethiopia : . i - ; . , - | ) ‘ ne
: Gabon " - - - ‘ - - ‘
© Gambia - . 50 - _ 144
: Guinea ‘ - - - - - 16.3
: Guinea-Bissau - 35 ) - o ) ’ 6.1
feme . : - - : - :
: lesotho - - ' - . - . _ . - 4.6
lbeiia 7 - - - - _ 36
T ﬁ . "_ .
: Madagasca:r . - . - - - 127
Melawi - - -
R L s
" Mauritanis _ 60 43 - R CF:
' Mauritius 7 ‘ . - B - . - 10.4
' Morocco - - _ - . ' )
Mozamhique: - ) - . - ‘ - . - ) 6.9
Namibia 50 - - - - 89
Niger . - . . - 52
‘ Nigeria ) o ' )
Rwaridz . 60 _ _ . 146
$a0 Tome & P.rincipe - - . _ ; ) ; 5.0
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Annex 11-10

NTF Loan and Grant Approvals by Country, 1976-2006 (continued)
{In millions of UA)

I

Seychelles

i: e 1

Sierra Leone N o i 7 - . R, o woF

~ Somatia - T - oL T 60

: $ o= i oo - 5 - -
' South Alfrica f : ; . -
H . & n i

Sudan Lo )

" swaziland 50 - ST . 10.0

e . At Sy = - FToT T -
Tanzania ) :
: S . N g = drem o mogbe - e s e o
Togo 1 [ 10.5
: H [ EH Fe o — P

' Tunisia o - -|
. Uganda ; - - i - - ‘ - ; 5.0

Zambia S ' .1
Zimbabwe ) . - ‘
_ Mutinational TRE

Total - ” 10,(; ][ 225 —” o 93 " L ” T ” T 304.6

Source: ADB Statistics Departrment, Economic and Social Statistics Division
- Magnitude zero
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Annex II-11
Bank Group Loan and Grant Approvals by Sector, 1967-2006

(tn millions of UA)

Agnculture and Rural

Dev. 207.0 2359 745 2311 240.7 6,878.0
socal ' ' 284.2 1330 - 157 233.7 2443 45372
~ Education \ 820 1587 398 114.0 65.0 2,413.9

Health 7 156.5 37.1 102.0 90.7 80.0 1,489.8
 Other 45.7 127.3 15.4 29.1 99.3 633.5
 Water Supply & Sanitation 67.4 2902 1204 199.1 217 3,046.9
| PowerSupply 1859 1479 56.0 275.9 167.2 3,633.4
: Cornmuni(i;tion 7 40.4 - - . - 91t.3
 Tansportation 130.1 292.7 499.3 212.1 462.8 6,499.0
' Finance : 335.1 013 174.0 2186 495.1 5,390.2
 Multisector 4 ms3 1316 450.0 264.4 4143 5,990.6
. Industry, Mining and -

_ Quarrying 7 155 28.9 - 34.0 55.9 20176

; Urban Development . - - - _ 1.9

 Environment ' : 30 17 74.1 - 93.1
Total | 15869 | 17645 | 17330 0 17423 | 23081 | 38,9993 |
Annex [I-12

ADB Loan and Grant Approvals by Sector, 1967-2006

{In millians of UA})

Agriculture and Ruraf

Dev. 1.0 10.0 29 PER 25.4 2,621.2
Socal AN 3.6 13 5.7 61.5 1,i63.7
Water Supply & Sanitaliqn 8.0 1766 56.5 - 69.6 1,597.9
Power Stpply 169.7 118.9 - 7708 51, 27735
Ccmmunicatioﬁ . 904 . - - - 764.7
Transportation 728 108.1 8 - 102.5 3,416.4
finance 7' 316.6 299.7 1740 211.8 4953 5,020.6
© Multsector 103.1 - 181.1 97.8 73.2 3,076.6
Industry, Mining and B . 7 . '
~ Quarrying . 15.5 28.9 - 34.3 55.9 1,806.3
Urhan Devefopn;ent ’ )
Environment : ) - - 57.6 . 51.6

Total ' Tl 880.1 145.8 sos_] 507 | eea | 22,2986 |

Source: ADB Statistics Department, Economic and Social Statistics Division
- Magnitude zero-
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Annex 11-13
ADF Loan and Grant Approvals by Sector, 1974-2006

{In millions of UA)

Agriculture and Rural
Dev. 185.0 2260 1424 208.0 215.4 41996 -

 Soial w1 389 s Ao 1828 TR
* Education 766 1552 398 64.0 650 1,578
 Health ‘ 733 364 1020  89.0 80 1,238
~ Other ' 423 1344 141 250 ¢ s 553.3
" Wates Supply & Sanitation EYR s 639 0 1995 81 14317
 Powar Supply '7 62 i S S ety 846.2
: Cormunication - 7'.;‘ 7 o o - ' - - 1184 .
 Transportation ) 53 s 1265 PRI %03 29830
 Finence s e - 68 - 3520
" Multisector ) 1682 s T L B L M1 29140
‘ Industry, Mining and - o ' “ - ) o ) [
. Quarrying R - R - - - 7 1950

“

" Urban Development - _ . ] - . ; 1.9
:_Environmem - :r 30 1.7 - 16.5 - : 7_3!-5.5
I Trﬁai ][_ - 696.9 ][ _-"M-B‘QG.I “ i 97152_“ _9;2.-2- ” 1.731”3.; H 16.39“6.2
Source: ADB Statstics Department, Economic and Social Statistics Division
- Magnitude zero-

Annex [1-14

NTF Loan and Grant Approvals by Sector, 1976-2006
(In millions of UA)

Agnculture and Rural
- Dev. o . 50 - 9.3 '\-‘7 B - S 513 1

" Sodial ' 5.0 s . . . 558

Water Supply & Sanitation - " - 60 - ' - B - 7 - - oz
' Commuication I - e - 28.1
" Tansportation S e 1T - N
S ST S SRR S B S
" Multsector T S e

' Industry Mlnlng and
Quarsying

Urban Developmentf ) - ) . ) . _ .
| Total I 100 | 225 i 93 | - -1 3045 |
Source: ADB Statistics Department, Economic and Social Statistics Division

- Magnitude zero-
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Annex |I-15

ADF - Multilateral Debt Relief Initiative - Cost Estimates for 33 Bunneﬁcuary RMCs
Based on DOD end-2004 as cut-off date, and January 1, 2006, as Implementation date

{tn millions of UA)

s [aoor | oo o o] _zony | o201 a0is || 2015 _apieaust | ot

LCompIetlon Paint Countries

Benin 145 149 190 382 604 661 702 729 749 7.4 195,19 245.74
Burkina Faso 158 165 183 232 278 281 319 350 377 418 206.08 233.69
Cameroon 083 168 1.91 215 240 2.87 3.01 299 297 2.96 132.75 156.50
Ethiopia 394 419 452 488 456 538 594 599 627 623 452.04 503.03
Ghana 393 412 421 440 441 468 500 943 996 017 268.57 32788
Madagascar 199 207 215 260 260 270 277 548 806 801 214.44 251.83
Malawi 117 244 265 279 292 3108 337 38 843 9.29 23286 272.88
Mali 322 320 340 376 604 1063 1140 11.97 1207 1199 301.90 379.39
 Mauritania 122 134 143 166 173 390 506 524 526 5.2 145.04 177.10
Mozambigue 229 266 304 319 386 677 689 162 796 869 317.47 370.43
Niges 130 131 £33 t58 160 159 165 168 214 213 115.85 132.16
Rwanda 140 14 121 129 124 1 132 134 134 133 61.77 74.34
Senegal 307 454 546 55 600 660 693 7.0 717 713 219.94 279.44
Sierra Leone 064 128 130 133 136 157 413 18y 200 203 81.13 96.29
' Tanzaniz 271 277 360 401 414 443 475 536 552 5.49 372,56 415.27
Uganda 258 284 284 311 310 351 740 962 1032 10.%6 205.73 351.34
Zambia 165 176 195 198 230 255 258 289 288 286 140.99 164.41
" Sub Total _ 3460 4043 4473  50.43 57.18  70.94 79.64 93.29 103.66 13443 375431  4,433.63
[Decision Point Countries B 7)___J
Burundi .02 02 02 022 02 02 02 027 027 4.69 6 85
Chad 097 217 238 272 265 264 494 102 707 146 186.59 126,32
Dem Rep Congo S0131 129 127 1300 129 129 129 156 158 93.07 15.22
Gambia 086 104 241 301 316 330 347 356 3.9 33.33 117.87
Guinea 343 527 55 600 620 642 638 6551 648 161.17 213.37
Guinea-Bissau . . 053 067 08 08 08 0BI 088 088 49.88 56.43
a0 Tome & Principe 028 057 065 045 0.66 072 076 076 080 083 2455 322
" sub Total 125 B33 1142 1349 1476 1514 17.86 2002 2065 2386 §13.28  757.28
Pre Decision Pomt Cuuntnes _ ]
Centrafrigue 360 357 384 382 379 37 67.78 90.16
Comoraos - - - 0.94 0.93 1.08 1.07 1.06 i.06 18.03 2417
Congo 029 030 031 031 031 030 030 .30 4.61 7.03
Céte D'lvoire . - 266 270 321 3141 360 158 175.85 194,98
Liberia 057 056 05 056 055 .55 9.32 12.67
Somalia 198 196 195 194 193 192 29.62 41.30
Sudan 574 589 593 589 585 541 112.75 147.87
Togo - 239 251 284 282 280 §7.91 §1.26
Sub Total 0.29 030 1577 1833 1938 19.82 1991 1979 48587  599.45
Sunset Clause )
Eritrea R . - 05 054 068 068 061 067 459 4551
Total [35.86 | 48.977 s6.48] 64.22] 88.29) 105.05][ 117.56 (133.81 144.89  145.75  4,895.04 |  5835.88]
Notes:

Appfied debt outstanding and disbursed (DOD), and exchange rate (UA/USS = 1.55301), as at end-December 2004
(*) Rafers to 33 eligible RMCs comprising: 14 post-CP RMGs; 10 post-DP RMCs, 8 pre-DP RMCs and one sunset clause RMC
Based on ADFADA harmonized assumptions, for post-DP countries, CP reached in second semester 2006
by (Camercon, Chad, Malaws, 330 Torme & Principe and Sierra Leone);
in first semester 2007 by (Burundi, DRC, Gambia, Guinea); and in first semester 2008 by Guinea Bissau.
For pre-DF countries, CP reached in first semester 2008 by {Congo Republic); in first semester 2010

by (CAR, Comoros, Cote d'ivoire, Eritrea, Liberia, Somalia and Sudan); and in first semester 2011 by Togo.
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Instruments of Commitments Received for the MDRI
(As at December 2006, Amount in millions of UA)

“

Remainder ADF-X

Unqualified | Qualified | Unqualified | Qualified | Unqualified | Qualified | unqualified { Qualified

Appendixes and Annexes

Remainder 15t {2008-15) | Subsequent 4 Decades Grand Total (2006-54)

- 802

Burden
Share
(%)

South Aiica 14106106 0.4 1.40 . 9.56 9.56 0.16
france 21106106 10.84 10044 - 61580 12028 62580 % 74608 : 1278,
finlang ) 22106106 1.77 - : 17.84 - 117 1784 19510 208,
The Nathertands 23706106 189 - 39.25 : 22447 G0 e WL 459
Japan 26106106 7.88 - o -l 7.88 7.88 9,29
Denmark 28106406 128 . 12.94 - . 7400 14.22 74.00 8822 . 15
Belgium 28106106 183, - S 1344, 10544 18 1238 15700 215
Swedan 29106/05 a7 | - 47.58 - -, 2709 5230 27209 3438 556
Canata 30/06/05 5.30 | - 19.63 ; - - 5.30 19.63 24.94 6.15
United States  30/06/06 3310 668 100.79 - 576.34 ' 331 68381 6812 NI
United Kingdern  30/06/06 8.84 | -0 8921 510,16 9805 ¢ 51016 608.22 10,42
Norway 30/06/06 437 I - 211 240.80 46.28 - 24080 ., 287.08 4.92
China 30/06/06 - 194 - - : i 194 194 228,
ltaly 71712006 471 47.58 272.00 471 . 31967, 32438 556
 Spain 2107106 259 . 6.7 - S 985 876 4965 17841 306 |
| Portugal 33407/06 0.67 - 6.67 38.45 - 45,84 45.84 ¢ 0.79 !
| Austeia 81812006 1.40 -4 112, -, - - 15.52 Soassd sy
! Germany 14108106 778 | ‘ 78.03 b asen 85.82 43021 536.03- 919
India 1 31012006 - 62 - - “ - - 0.1 0.2! 0.24
| SaudiArabia 61122006 03s . - S b Sh 035 .03, o4l
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Annex |I-17

Summary of Loan Arrears as at December 31, 2006
{In millions of UA)

!
I ST S ST R

| Comoros. s 1269 836 - 205
[ Core D'vie - T 29163 705 S 298.88 |
L beria - - . 12435 469 2829 15733 |
| Somalia - 1008 3049 128 4185
L comale _ I . 18
| Sudan - o BRI 4345 . R AT

[togo B 986 047 1032,
" Zimbabwe ) ' 156 I 285 L st
[sub Total ™ 73102 | 10735 30.06 || 868.42

 Central African Rep."* T 430 a3 . Bar
[ToraL — 73536 || 13148 || 3006 || 896.59

* Includes arrears of multinational projects, arrears less than UA 25,000 in some countries, and arrears payments
in the process of being regufarized.
Source ADB Financial Controi Department
** Under the PCCF arrears ciearance arrangement. amounts due from these countries are backed by pledges
from certain donors and are expected to be received during 2007
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ALGERIA

Mo address yer -

ANGOLA

No address yet

BURKINA FASO

Groupe de la Bangue afnicaine

de développement

Bureau National du Burkina Faso (BFFO)
I'immeuble Admiastratif et Technigue de
I" ARTEL

Seme Etage

Ouagadaugou, Burkina faso

Tel. +(226) 5037575051453

Fax +{228) 50375749

Ext. 6150-6199

Contact : Mrs. Antoinette DINGA-
DZONDO, Resident Representative
e-mai! : a.dinga-dzondo@afdh.org

CAMEROON

Groupe de la Bangue africaine
de développement

Bureau Natienal de 1a Cameroun (CMFO}
Immeuble No 1067 bis

Rue 1750 Nouvelle Route

Bastos, Yaoundé

Cameroun

Tel +(237) 552 03 54

Ext. 6300

Contact : Mr. Gilbert GALIBAKA
e-mail : g.galibaka@atdb.arg

DEMOCRATIC REPUBLIC
OF CONGO

Groupe de ta Banque africaine

de développement

Bureau régional du R, 0. Congo (CDFO)
immeuble de la BCDC (Banque Commerciale
du Congo)

Boulevard du 30 Juin - Kinshasa NRC
Kinshasa 340

KINSHASA |

République Démocratique du Congo
Tel. +(243) 0 815 705 989

Contact : Mr. Medjomo COULIBALY,
Resident Representative

e-mail : m.c.coulibaly@afdb.org

EGYPT

African Development Bank Group
Egypt Country Office (EGFO}

1, Al-Gazayer Square

ist Floor, New Maadi

Cairo, Egypt

Tel: +(202)-5160906

Fax: +(202)-5160868

Ext. 3881-3886

Contact Person: Mr. O. AW, Resident
Representative

e-mail ; o.aw@afdb.org

ETHIOPIA

African Development Bank Group
Ethiopia Country Office {ETFO)
SEVITA Building, 7th Floor

Africa Avenue (close to Addis Ababa
International Airport)

PO Box 25543 Code 1000

Addis Ababa, ETHIOPIA

Tel: +{251) 1 62 77 43

Fax: +{251} 1 62 77 42

Ext. 3861-3866

Contact Person: Mrs Lucy FYE, Resident
Representative

GABON

Groupe de la Bangue africaine

de développement

Bureau Régional du Gabon (GAFQ)
Immeukle Saint Georges

Quartier Kalikak

B.P. 4075

LIBREVILLE, GABON

TEL: +{241} 76 8576/ +241 768579
FAX : +(241) 76 85 77

Ext. 3841-3846

Contact: M. Bassary TOURE, Resident
Representative

GHANA

African Develapment Bank Group
Ghana Country Office (GHFO)
Heritage Tower

7th Floor

Accra, Ghana

Tel. +{233) 21 66 28 40, +(233) 2166 28 18
Fax +(233) 21 66 28 55

Ext. 6200

Contact : Mr Alieu JENG, Resident
Representative

e-mail : a.jeng@afdb.org

KENYA

Alrican Development Bank Group
Kenya Country Office (KEFO)

11th FLOOR, LANDMARK PLAZA
Argwings Kodhek Road, UPPER HILL
NAIROBI, KENYA

Cell No +{254) 721 940 557
Contact : Mrs. Domina BUZINGO,
Resident Representative

e-mail : d.buzingo@atdb.org

MADAGASCAR

Groupe de la Banque africaine

de développement

Bureau National de Madagascar (MGFO)
Immeuble Plein Ciel, 9&me étage
Ankorondrano

Rue Ravonmahitriniarive

Antananarive

Tel +{261){0)320461418

Ext, 6000-6049

Contact : Mr. Nadjir SAFIR, Resident
Representative

a-mail . n.safir@ald.org

MALAWI

African Devalopment Bank Group
Malawi Country Office IMWFO)
2nd Floor, Kang'ombe House

Box 30732,

City Centre, Lilongwe

Malawi

Ext. 6500

Tel: (+265) 0 1 77 44 60-62/64
Fax: (+265)0 1 77 44 69
Contact : Mr. Frank KUFAKWANDI,
Resident Representative

e-mail : s.kufakwandi@afdb.org

MALI

Groupe de la Bangue africaine

de développement

Bureau National du Mali (MLFO}
Immeuble Investim

Batiment B

Ex-Base Aérienne {Quartiar du Fleuve)
BP 2950 Bamake

Te! (223) 697 39 89

Ext. 6050-6099

{ontact : Mr. Thizier SEYA, Resident
Representative

a-maif : 1.5eya@afdb.org

MAROC

Groupe de la Banque afncaine

de développement

Bureau National du Marac (MAFQ)
Immeuble "Espaces les Lauriers”
ler Etage

Angle des avenuas Annakhil

et Mehdi Ben Barka

Hay Riad

Rabat, MAROC

Tel +{212) 60 99 67 68

Ext. 6250-6299

Contact : M. MATONDO-FUNDAN!,
Resicent Represeniative

e-mail : f matondo@afdb.org

MOZAMBIQUE

African Development Bank Group
Mozambigue Regional Office (MZFO)
JAT 4 Building

25 September Avenue

Maputo

Tel (258) 21326408 or {258) 823945374 ar
(298) 823025980

Ext. 3801-3806

Contact person : Mrs. Alice HAMER,
Resident Representative

e-mail : a hamer@afdb.org

NIGERIA

African Development Bank Group
Nigeria Country Office (NGFO}
Plot 813

Lake Chad Crescent

Maitama District

Abuja, NIGERIA

TEL: +(234) 94133261/ 282,
+(234) 967217381738
FAX: +(234) 9413 3260

+1 321956 3851

Ext. 3851-3856

Centact Person:

RWANDA

Groupe de la Bangue africaine

de développement

Bureau National du Rwanda (RWFQ)
Immeuble BCDH 8 Avenue de la Paix
8P 7329 Kigali , Rwanda

el : +{250) 50 42 97 } Secretanial :
+{250)50 42 98

Mabile: +(250) 48 30 87 01

Ext. 6100-6149

Contact : Mr. Jacob Diko MUKETE,
Resident Representative

e-mail : j.mukete@afdb.org

SENEGAL

Groupe de la Banque africaine

de développement

Sureau régional du Sénégal {SNFO}
Appartements 3, 4, e 5

Résidence Rokhaya

Route Hote! Méridien Président

Les Almadies

Dakar, Sénégal

Tel. +(221)-5276686

Exi. 3821-3826

Contact ; Mr. Mohamed H MIDOUCHE,
Resident Representative

e-mail: m hmidouche@afdb.org

SIERRA LEONE

African Development Bank Group
Sierra Leone Country Office (SLFO)
Bishop Building

Ne 13 Lamina Sankoh Street
Freetown, Sietra Leone

Cell No 232 76 572 828

Contact : Mrs Margaret KILO, Resident
Representative
e-mail : m.kilo@afdb.org

SUDAN

No address yet

TANZANIA

African Development Bank Group
Tanzania Country Qffice (TZFC)
International House, 5th Floor
Garden Ave,

PQ. Box 6024

Dar Fs Salaam, TANZANIA

Tel 1 {+255) 22 312528112 (office)
[+255) 22 2125286 (Direct)

Fax :(+225} 22 2125283

Ext. 3811-3816

Contact Person: Mrs. Sipho MOYC,
Resident Representative

a-mail : s.mayo@afdb.org

TCHAD

Groupe de la Bangue africaine

de développement

Bureau National du Tchad (TDFO)
Immeuble BCC

2eme etage

Avenue Charles de Gaulle

BP 193

N'Djamena, Tchad

Contacl ; Mr. Pascal O. BITOUMBOU,
Resident Representative

Tél. +(235) 52 46 79, (235) 5243 12 4 52
3311 Fax 1524397

e-mail : p.bitoumbou@atdb.org

UGANDA

African Development Bank Group
Uganda Country Office {UGFQ)
1dth Floor Crested Towers Building
Hannington Road

PO. Box 28509

Kampala - UGANDA

Tel: {(+256-41) 236 166 /
(+256-41) 236 167

Fax: (+256-41) 234 011

Ext. 3891-3896

Contact Person: Mr. M.A. OJELADE,
Resident Representative

e-mail - m.ojelade@afdb.org

ZAMBIA

African Development Bank Group
Zambia Country Office {ZMFO)

ABC Pyramid Plaza

Chur¢h Road and Nasser Road Cathedral
Hill

P O Box 51449 RIDGEWAY

Lusaka, Zambia

Phone ; (260) 1254613

Mobile: {260) 096643626

Fax:  {260) 1251415 0r 1250114
Contact : Mrs. Vivienne APOPO, Resident
Representative

e-mail : v.apopo@aldb.org

NATIONAL PROGRAM OFFICE
GUINEA-BISSAU

African Development Bank Group
Guinea-Bissau Matignal Programme Office
[NPO)

Bissau

GUINEA-BISSAU

Lontact : Mr. Ansumane Mane, National
Programme Coordinator




END

AFRICAN DEVELOPMENT BANK
AFRICAN DEVELOPMENT fUND

Temporary Relocation Agency {TRA)

15, Avenue du Ghana
Angle des rues Pierre de
Coubertin et Hedi Nouira
BP 323

1002 Tunis Belvédére
TUNISIA

Tel: {216) 71 333 511
Fax:{216) 71 351 933
Email: afdb@afdb.org
Website: hitp:/fiwww.afdb.org




