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The African Development Bank Group — Fast Facts

Constituent Institutions

Shareholders

Mission

Authorized Capital at December 31, 2008

Subscribed Capital at December 31, 2008

Paid-up Capital at December 31, 2008

Approved Operations, 2008

Of which:
Loans
Grants
of which Fragile States Facility Grant
HIPC
Guarantee
Equity Participation
Special Funds*

Sector Approvals, 2008

Total Cumulative Approvals, 1967-2008

*
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The African Development Bank (ADB)
The African Development Fund (ADF)
The Nigeria Trust Fund (NTF)

53 African countries (regional member countries)
24 non-African countries (non-regional member countries)

To promote sustainable economic growth and reduce poverty in Africa

UA 21.87 billion

UA 21.77 billion

UA 2.36 billion

133 operations totaling UA 3.53 billion, financed as follows:
ADB: UA 1.81 bhillion
ADF: UA 1.67 billion
NTF: UA 28.2 million
Special Funds*: UA 28.2 million

UA 2.60 billion (61 operations)
UA 566.2 million (41 operations)
UA 35.6 million (3 operations)
UA 159.9 million (6 operations)
UA 24.9 million (3 operations)
UA 145.5 million (11 operations)
UA 28.2 million (11 operations)

Infrastructure: UA 1.41 billion (44.5 percent of total loans and grants)
Multisector: UA 728.5 million (23.0 percent)

Finance: UA 297.9 (9.4 percent)

Industry & Mining: UA 274.3 million (8.7 percent)

Social: UA 224.2 million (7.1 percent)

Agriculture and Rural Development: UA 163.9 million (5.2 percent)
Environment: UA 70.0 million (2.2 percent)

3,276 loans and grants totaling UA 44.75 billion

These are the approvals for the operations of the African Water Facility and the Rural Water Supply and Sanitation Initiative.



The African Development Bank Group

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

The overarching objective of the African Development Bank Group is to spur sustainable economic development and social progress in its regional member
countries (RMCs), thus contributing to poverty reduction. The Bank Group achieves this objective by (i) mobilizing and allocating resources for investment

in RMCs; and (ii) providing policy advice and technical assistance to support development efforts.

The African
Development Bank

The ADB is a multilateral development bank
whose shareholders comprise 53 African
countries (regional member countries —
RMCs) and 24 non-African countries (non-
regional member countries — non-RMCs). It
was established in 1964 and officially began
operations in 1967. It is headquartered in
Abidjan, Céte d'lvoire; however, because of
political instability in Cote d'Ivoire, the ADB
Governors' Consultative Committee (GCC),
at a meeting in February 2003 in Accra,
Ghana, decided to move the Bank to its cur-
rent temporary location in Tunis, Tunisia.

The Bank Group's primary objective is to pro-
mote 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 sector loans, and equity investments;
(ii) technical assistance for institutional sup-
port projects and programs; (iii) public and
private capital investment; (iv) assistance in
coordinating RMC development policies and
plans; and (v) grants of up to US$ 500,000
in emergency support. The Bank prioritiz-
es national and multinational projects and
programs that promote regional economic
cooperation and integration.

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

nates the Board of Governors as the institu-
tion’s highest policy-making organ, with one
representative from each member country.
The Board of Governors issues general direc-
tives on the Bank’s operations and approves
amendments to the Agreement, the admis-
sion of new members, and increases to the
Bank's capital. The ADB Board of Governors
elects an 18-member Board of Directors
to which it delegates its powers, 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 president
of the Bank Group for a 5-year term, renewa-
ble for one term. The president, who must be
from an RMC, chairs the Board of Directors,
appoints vice-presidents — in consultation
with the Boards — and manages the Bank’s
daily operations.

The ADB provides loans to its clients on non-
concessional terms. In 1997, it introduced 3
new loan products to meet the needs of its
clients: a single-currency variable-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 quarter’s average cost of all
outstanding Bank borrowings specifically
allocated to fund these loans. The interest
rate for the floating-rate loan is based on the

6 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 borrow-
ing to fund them. The repayment terms for
Bank loans are as follows:

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

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

e Repayment period of 5 to 20 years,
including a grace period 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. Its main objec-
tive is to reduce poverty in RMCs by provid-
ing low-income RMCs with concessional
loans and grants for projects and programs,
and with technical assistance for studies and
capacity-building activities.

The Agreement Establishing the African
Development Fund (ADF) designates the
Board of Governors as the Fund's highest
policy-making organ. The Board of Governors
meets at least once a year. The ADF Board of
Directors includes 6 Executive Directors from
non-RMCs —nominated by their constituen-
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xii

cies —and 6 Executive Directors representing
the ADB; it oversees the general operations
of the Fund.

The Fund's resources come from contribu-
tions and periodic replenishments by partici-
pants, usually on a 3-year basis. For ADF-XI
(2008-2010), Deputies agreed to a replen-
ishment of UA 5.76 billion, which represents
a 52 percent increase over the ADF-X level.
The replenishment level includes UA 3.70
billion of donor contributions and UA 2.06
billion of advance commitment capacity.

No interest is charged on ADF loans; how-
ever, the loans carry a service charge of 0.75
percent per annum on outstanding balanc-
es, and a commitment fee of 0.50 percent
per annum on undisbursed commitments.
Project loans have a 50-year repayment peri-
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od, including a 10-year grace period. Lines
of credit have a 20-year repayment period
with a 5-year grace period. The Fund also
provides grants to RMCs; these do not carry
any interest charges.

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. Its objective is to assist the devel-
opment efforts of low-income RMCs whose
economic and social conditions and pros-
pects 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 US$ 71.0 million.

Under the terms of the Agreement
Establishing the NTF, the operations of the
Fund were envisaged to come to an end 30
years after the Agreement came into force.
Although the Bank and the Nigerian authori-
ties agreed to 2 one-year extensions of the
Agreement from its original expiry date of
April 25, 2006, no new loans or grants have
been approved from the NTF window since
that date. In November 2006 an evaluation
of activities of the Fund was commissioned
and the exercise was completed in July 2007.
On the basis of the evaluation exercise, find-
ings and recommendations, and subsequent
to the meetings held between the Bank and
the Nigerian authorities in November 2007,
the Agreement has been extended for a peri-
od of 10 years starting from April 26, 2008.
Approvals from this window are expected to
recommence in 2009.



The African Development Bank Group

TEMPORARY RELOCATION AGENCY

15, Avenue du Ghana

Angle des rues Pierre de Coubertin et Hedi Nouira
BP 323

1002 Tunis Belvédére

TUNISIA

Telephone: (216) 71 333 511

Fax: (216) 71 351 933

The Chairman April 3, 2009
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, 2008, and the administrative
budgets for the period commencing January 1, 2009, and ending December 31, 2009.

The joint report also contains a review of developments in the African economy and in the operational activities of the Bank Group during
2008.

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

-~

"
/
/ 4
!

Donald Kaberuka
President
of the
African Development Bank Group
and
Chairman of the
Boards of Directors
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The Boards of Directors
at December 31, 2008

The Board of Directors of the African Development Bank

Chairman: Donald KABERUKA

Executive Directors Alternate Executive Directors

Mimi ALEMAYEHOU (U.S.A.) Vacant

Abdelhak BENALLEGUE (Algeria) Gabriela A.F. GOMES (Guinea Bissau)
Charles I. BONONGWE (Malawi) Mohit DHOORUNDHUR (Mauritius)

Andrew N. BVUMBE (Zimbabwe) Vacant

Emmanuel CARRERE (France) Gian P. RUGGIERO (ltaly)

Abdul-Magid GADAD (Libya) Mohamed A. OULD DIDI (Mauritania)

Birgit GERHARDUS (Germany) Lily M. TALAPESSY (The Netherlands)
Laurent GUYE (Switzerland) Tapani H. KIVELA (Finland)

Francis Tuan KARPEH Il (Liberia) ElFatih M. KHALID (Sudan)

Hassan A. KHEDR (Egypt) Almis M. ABDILLAHI (Djibouti)

Frédéric A. KORSAGA (Burkina Faso) Martine MABIALA (Gabon)

Mohamed MAHROUG (Morocco) Moncef BOUALLAGUI (Tunisia)

Bruce MONTADOR (Canada) Yu BU (China)

Mansur MUHTAR (Nigeria) Manuel F. MONIZ (S&o Tomé & Principe)
Tchétché N'GUESSAN (Cote d'lvoire) Lucas ABAGA NCHAMA (Equatorial Guinea)
Peter A.G. SINON (Seychelles) Mary C. MUDUULI (Uganda)

Tetsuya UTAMURA (Japan) Haitham |. AL-ABDULLATIF (Saudi Arabia)
Serge B. ZONIABA (Congo—Brazzaville) Marguerite KOFIO (Central African Republic)

The Board of Directors of the African Development Fund

Chairman: Donald KABERUKA

Executive Directors Alternate Executive Directors
Mimi ALEMAYEHOU (U.S.A.) Robin RITTERHOFF (U.S.A.)
Abdelhak BENALLEGUE (ADB) Gabriela A.F. GOMES (ADB)
Emmanuel CARRERE (France) Gian P. RUGGIERO (ltaly)
Abdul-Magid GADAD (ADB) Vacant (ADB)

Birgit GERHARDUS (Germany) Lily M. TALAPESSY (The Netherlands)
Laurent GUYE (Switzerland) Tapani H. KIVELA (Finland)
Hassan A. KHEDR (ADB) Almis M. ABDELLAHI (ADB)
Mohamed MAHROUG (ADB) Moncef BOUALLAGUI (ADB)
Bruce MONTADOR (Canada) Yu BU (China)

Tchétché N'GUESSAN (ADB) Augustin LOERI BISQUIT (ADB)
Peter A.G. SINON (ADB) Mary C. MUDUULI (ADB)

Tetsuya UTAMURA (Japan) Paul SCHIEDER (Austria)
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Message from the President of the African Development Bank Group
and Chairman of the Boards of Directors

am pleased to submit this Annual Report for 2008 at a time of global uncertainties. The financial crisis has developed into a fully blown

economic crisis that has affected all countries, including Africa. The full extent is still unfolding and its ramifications on the real economy
have not yet fully occurred. The crisis fed into pre-existing vulnerabilities and the threat of a reversal of the economic and social progress
hard-won over the last decade is real. But it does not have to be if we and the International Community do the right thing.

The Bank has responded to the crisis through a combination of operational and policy interventions. As an immediate step, the Bank
established a working group to monitor the unfolding crisis and its impact on RMCs as well as on the Bank itself. The Bank also organized
a meeting of African Ministers of Finance, Central Bank Governors and leaders of Regional Economic Communities in Tunis in November
2008 to reflect on the issues and chart the way forward. This was done in collaboration with the African Union (AU) and the United
Nations Economic Commission for Africa (UNECA). A common framework of action was formulated, with the following broad objectives:
to ensure the stability of our financial systems; to mobilize domestic revenues and strengthen domestic capital markets; and to secure
African representation in the G20 process. A Committee of 10 Ministers and Governors was formed to keep these issues under constant
review and make recommendations.

Despite these exogenous shocks that impacted the continent in 2008, the Bank Group remained focused on its operational strategic
priorities and outlined a Medium-Term Strategy for 2008-2012. The Bank's strategy calls for increased selectivity, with greater quality and
results on infrastructure, the private sector, governance, and higher education. The broad challenge will be one of remaining focused on
medium term priorities while responding to a new much more complex economic landscape. In the area of financial management, despite
the challenging market environment, | am glad to report that the Bank’s prudent, proactive financial and risk management policies and
practices continued to yield positive results, with all 3 windows broadly attaining a positive income in 2008. The Bank’s AAA rating was
reaffirmed by all major rating agencies for its senior debt, with a stable outlook. This reflects the strength of the institution, its sound capital
adequacy, preferred creditor status, and solid shareholder support.

Finally, let me take this opportunity to extend our gratitude to the Government of Senegal for hosting the 2009 Annual Meetings of the
Bank Group. Allow me also to express my thanks to our shareholders and partners for their continued support, to our Board of Directors and
Management for skillfully steering the Bank throughout the year, and to our staff for their devotion to duty. | look forward to a successful
year for all our countries and the Bank Group and commend this Report to you.

Donald Kaberuka
President of the African Development Bank Group
and Chairman of the Boards of Directors
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During 2008 the Bank Group continued to pursue its institutional reforms and to scale up the selectivity of its operations in order to
enhance its development effectiveness. In this context, the Bank continued its decentralization exercise, with 23 field offices now opera-
tional and equipped with an enhanced ITC network and improved staff skills in the field. The 2 remaining offices (Algeria and Angola)
are at an advanced stage of opening. Other internal reforms aimed at improving the alignment of budgetary resources with institutional
priorities, streamlining corporate performance, and consolidating the Bank’s reputation as the premier knowledge-bank for the continent.
In line with the Medium-Term Bank Group Strategy 2008-2012, the Bank continued to focus its operations on supporting infrastructure,
private sector development, good governance, and regional integration. These were supplemented by support in complementary areas of
agriculture and rural development, social and human development. During 2008 the Bank continued to harmonize its cooperation with
development partners to mobilize funding, build synergies, and leverage comparative advantages to better assist its RMCs.

Macroeconomic Context

Africa’s economic performance remained
positive in 2008 despite a global backdrop
of volatility in oil and commodity prices, food
shortages (due in part to drought and poor
harvests), and the global financial crisis. The
real GDP growth of the continent registered
5.7 percent for the year, down from 6.1 per-
cent in 2007. The continent’s GDP per capita
in nominal terms increased to UA 1,055 in
2008 from UA 889.5 in 2007, largely due
to rising oil prices up to the last quarter of
2008. Growth patterns were spread unevenly
across the continent and inflation rose con-
siderably over the year, from 7.5 percent in
2007 to 11.6 percent in 2008. Although the
continent as a whole experienced improved
terms of trade, current account and fiscal
balances in 2008, 11 countries had current
account deficits above 10 percent of GDP
and 8 countries had debt service ratios above
20 percent, which are considered high.

Looking ahead, African economies face severe
challenges arising from the global financial
crisis. Global demand for commodities has
decreased, driving down the price of African
exports. Furthermore, the financial crisis has
led to a slowdown in capital inflows into
RMCs, reduced aid flows, and substantial out-
flows of short-term capital. In the last half of
2008, the value of stock declined substantially
in all African stock markets except the Tunisian
Stock Exchange. These factors led to significant
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currency depreciations in most RMCs, except
for Angola and CFA zone countries. Export-
oriented countries were hardest hit by the
economic downturn, particularly those reliant
on mining, tourism, and manufacturing.

In response to the crisis, in November 2008
the Bank organized, jointly with the African
Union Commission (AUC) and the United
Nations Economic Commission for Africa
(UNECA), a high-level Conference of African
Ministers of Finance and Central Bank
Governors. The meeting was held in Tunis
and provided a forum to discuss the specific
challenges confronting the continent and
possible solutions. At this meeting, the Bank
proposed a number of innovative mecha-
nisms, such as a Trade Finance Initiative (TFI)
and an Emergency Liquidity Facility (ELF), to
assist its RMCs, particularly in the area of
resource mobilization and trade financing.
The need for Africa to be better represented
in the G20 meeting in London in 2009 was
also discussed and a Committee of Ten, rep-
resenting both Ministers and Governors, was
established. The Bank is also considering
various actions to accelerate support to ADF
countries, including greater access to ADF
resources, for the following areas: (i) budget
support, (i) long-term infrastructure financ-
ing and (jii) private sector development.

The Bank also acted swiftly to counter the
impact of the food crisis, which affected

Africa severely during 2008, with massive
rises in food prices, particularly cereals. To
address the problem, after due consultation
with RMCs, MDBs, and international devel-
opment organizations, the Bank established
in 2008 the Africa Food Crisis Response
(AFCR) initiative. This aims to reduce food
poverty and malnutrition in the short term
and to ensure sustainable food security in
the long term. The Fund will focus on agri-
cultural infrastructure, including water mobi-
lization for irrigation, rural access roads, and
increased provision of agricultural inputs. It
is expected to provide financial assistance
to RMCs for an approximate amount of UA
472.0 million in the short term and UA 1.4
billion in the medium to long term.

Bank Group Operational Activities

In 2008, Bank Group loan, grant, and other
approvals totaled UA 3.53 billion, compared
to UA 3.10 billion in 2007 — an increase of
13.9 percent. Of the total approvals, UA 3.17
billion was in the form of loans and grants,
while UA 358.5 million was allocated to debt
relief, assistance to fragile states, private sec-
tor equity participation, private guarantees,
and special funds.

The ADB, the Bank’s nonconcessionary win-
dow, accounted for UA 1.81 billion (51.2
percent) of total Bank Group approvals in
2008. The ADF, the concessionary window,
accounted for UA 1.67 billion (47.2 percent),



and the NTF accounted for UA 28.2 million
(0.8 percent), comprising 2 approvals for
HIPC debt relief. There were no loan approv-
als from the NTF in 2008, although these are
expected to recommence in 2009. Special
funds for water accounted for UA 28.2 mil-
lion (0.8 percent) of total approvals.

The 2 main financing instruments of the Bank
Group are (i) project and policy-based loans
and (ii) grants. Project lending (including pri-
vate sector loans) stood at UA 2.05 billion in
2008, which was an 8 percent drop from the
very high 2007 level of UA 2.22 billion. The
decrease in project lending in 2008 is attribut-
able to the fact that ADB lending through the
private sector was exceptionally high in the
previous year. The peak in 2007 ADB lending
was largely due to the approval of 2 major
infrastructure projects — UA 333.0 million to
Eskom Holdings Expansion Project in South
Africa and UA 222.4 million loan to the Abu
Qir Power Project in Egypt. Despite the minor
decline in 2008, project lending accounted for
58.2 percent of the total approvals in 2008.
Policy-based lending, which totaled UA 51.8
million in 2007, rose more than tenfold to UA
549.4 million in 2008. This reflects the Bank's
determination to strengthen the capacity of
its RMCs in order to enhance their macroeco-
nomic policies and reform their structural,
institutional, and fiscal systems of govern-
ance, thereby creating a more conducive cli-
mate for investment and growth.

In respect of the sectoral distribution of loan
and grant approvals for the Bank Group in
2008, the top 4 sectors to benefit were: infra-
structure, multisector, finance, and industry.
Approvals for infrastructure projects and
programs remained at a high level of UA
1.41 billion (44.5 percent of total opera-
tions approvals). Among the components of
infrastructure, the transportation subsector
received the highest share, followed by pow-
er and then water supply and sanitation.

The share of multisector in total loans and
grants increased from 3.6 percent in 2007

Bank Group Approvals by Financing Instrument, 2007-2008
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to 23.0 percent in 2008 — about a seven-
fold rise. This reflects the Bank’s promotion
of good governance as a means of building
RMCs' institutional capacity for sound and
transparent fiscal management.

Infrastructure as an engine of socioeconom-
ic growth is well recognized by both the
Bank and by RMC governments. It creates
a more conducive environment for com-
mercial and private sector activities, and
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for investment. Regional infrastructure is
being developed by the Bank and other
DFIs through such initiatives as the African
Financing Partnership, which was estab-
lished in September 2008 in a drive to over-
come trade barriers, create economies of
scale, and boost export earnings and GDP.
Approvals for multinational operations dur-
ing the year amounted to UA 597.0 million,
which is more than triple the 2007 level of
UA 193.3 million.
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In 2008, Bank Group loan and grant approv-
als to all 5 subregions (including multina-
tional) amounted to UA 3.17 billion. The
subregional allocation was: North Africa, UA
819.9 million (25.9 percent); West Africa,
UA 633.5 million (20.0 percent); East Africa,
UA 569.9 million (18.0 percent); Southern
Africa, UA 475.9 million (15.0 percent); and
Central Africa, UA 74.0 million (2.3 percent)
(see Annex II-7).

African Development Bank (ADB])

In 2008, approvals from the nonconcession-
ary window of the Bank Group increased by
8.4 percent to UA 1.81 billion, compared to
the 2007 level of UA 1.67 billion. The com-
position of the interventions was: UA 1.51
billion for loans and UA 297.7 million for
grants, HIPC debt relief, private sector equity
participation, and private guarantees. The
top 3 sectors to benefit from ADB loans and
grants were infrastructure (44.9 percent),
finance (19.6 percent), and industry, mining
and quarrying (18.0 percent).

The private sector continued to attract the
bulk of ADB approvals in 2008. Private sec-
tor operations stood at UA 901.2 million
in 2008, representing 49.9 percent of ADB
approvals and 25.5 percent of Bank Group
total approvals. The substantial amount
approved for private sector activities indi-
cates the Bank’s continued focus and selec-
tivity on key drivers to accelerate poverty
reduction. Most of the private sector projects
(50.0 percent) went to support financial
intermediation, such as the equity participa-
tions in Access Bank of Liberia and Advans
Bank of the DRC, to deepen the financial
markets in these fragile states. Similarly a
number of LOCs were targeted at supporting
lending to small and medium-sized enterpris-
es (e.g. loans to PTA Bank (multinational);
GroFin Africa Fund (multinational); Zanaco
Bank in Zambia; CRDB Bank in Tanzania).
These banks will then onlend to micro entre-
preneurs, many of whom are women and
who find it difficult to access credit, and to
small and medium-size enterprises (SMEs).
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Lines of Credit were also extended to the
West African Development Bank (BOAD) and
to PTA Bank for East and Southern Africa
respectively.

The next largest recipient of private sec-
tor approvals in 2008 was industry (31.0
percent). An example is the Derba Midroc
Cement Plant in Ethiopia. This was followed
by approvals for infrastructure (14 percent),
particularly in the power, transportation,
and water subsectors. Operations such as
the Doraleh Container Terminal Project in
Djibouti aim not only to spur sustainable eco-
nomic growth in the country but also to sup-
port regional integration through improved
transportation linkages.

Disbursements on ADB loans decreased by
17.8 percent, from UA 884.8 million in 2007
to UA 727.5 million in 2008. Cumulative dis-
bursements (including nonsovereign loans)
amounted to UA 17.62 billion. At December
31,2008, 768 loans were fully disbursed for
a total amount of UA 16.79 billion, repre-
senting 95.3 percent of cumulative ADB dis-
bursements. The decrease in the level of ADB
disbursements in 2008 can be attributed
to the fact that ADB public sector disburse-
ments in 2007 were exceptionally high. This
was due to a UA 338.0 million (US$ 500.0
million) loan to Egypt, which was disbursed
in a single tranche.

African Development Fund (ADF)

Under this concessionary window, in 2008
ADF approvals (loans, grants, and assist-
ance for debt and debt service reduction)
amounted to UA 1.67 billion. This repre-
sented an increase of 21.0 percent over the
2007 level of UA 1.38 billion. With respect
to ADF loan and grant approvals only, they
increased by 51.4 percent from UA 1.09 bil-
lion in 2007 to UA 1.65 billion in 2008. The
2 main beneficiary sectors of these resources
were infrastructure (UA 728.3 million or
44.2 percent of total) and multisector (UA
644.0 million or 39.1 percent of total). This
aligns with the Bank’s operational strategy

of focusing on infrastructure and governance
as high-impact areas of intervention.

Project and policy-based loans approved by
the Fund amounted to UA 1.09 billion of all
resources committed to operations; a rise of
39 percent from the 2007 level of UA 787.1
million. Grants increased to UA 552.6 million
in 2008, compared with UA 304.6 million in
2007; arise of 81.4 percent. Other approv-
als totaling UA 19.0 million were for debt
and debt service reduction and 2 project
preparation facility interventions.

The disbursement of loans and grants on Fund
operations increased by 55.2 percent over the
12-month period, from UA 725.0 million in
2007 to UA 1.125 billion in 2008. Cumulative
disbursements as at December 31, 2008
stood at UA 11.88 billion. A total of 1,504
loans and grants were fully disbursed for an
amount of UA 9.54 billion, representing 80.3
percent of cumulative disbursements since
the Fund became operational.

The Nigeria Trust Fund [NTF)

The NTF was established in 1976 at the
initiative of the Federal Republic of Nigeria,
for an initial period of 30 years. Following
the positive review and recommendation
for continuation by the independent evalu-
ators, the Federal Republic of Nigeria and
the Bank agreed to a 10-year extension of
NTF commencing on April 25, 2008. The
extension was approved by the Board of
Governors of the Bank on May 15, 2008,
during the Annual Meetings in Maputo,
Mozambique. The Boards of Directors sub-
sequently approved the NTF Operational
Guidelines in December 2008.

While NTF resources are primarily intended
to support public sector operations in the
lower-income countries, a long-term tar-
get of an 80:20 percent share between the
public and private sector projects will be
maintained. There were no new loan and
grant approvals in 2008, however the NTF
lending program is scheduled to recom-



mence in 2009. Cumulative disbursements
(1976-2008) amounted to UA 213.2 mil-
lion. In sum, 59 loans were fully disbursed
for a total amount of UA 196.2 million, rep-
resenting 92.0 percent of NTF cumulative
disbursements.

Institutional Reforms and
Development Effectiveness

The Bank continued to make good progress
in advancing its institutional reforms to scale
up the effectiveness of the institution and
the development impact of its operations.
The 4 key areas of reform were: (i) Human
Resources (HR) management; (ii) operational
business processes; iii) decentralization and
operationalization of its field offices (FOs);
and (iv) budget reforms.

e Human Resources has seen an accelerat-
ed recruitment and redeployment drive to
operations and the field offices. A second
new focus of HR strategy relates to the
Compensation and Benefits Framework
for 2008-2012, which creates a stronger
linkage between individual staff perform-
ance and reward.

o The operational business process reforms
have led to the formulation of detailed
operational procedures covering poli-
cies, programming, and resource utiliza-
tion. This has resulted in improved qual-
ity standards, strategic alignment, coor-
dination and accountability, improved
delegation of authority to FOs, and to
procurement reforms.

e The decentralization exercise has acceler-
ated with 23 FOs now operational — only
2 offices (Angola and Algeria) remain to
be opened, and Host Country Agreements
for these have been signed. The decen-
tralization process has led to a streamlin-
ing of business processes with TRA/HQ
and a better skills mix in the field. Greater
Bank presence at the country level has
enhanced dialogue with RMCs, and has
improved project preparation and super-
vision, thereby scaling up portfolio quality
and development impact.

® Budgetary reforms have given manag-
ers more direct access to resources and
greater flexibility in their use. The new
budget framework helps to ensure that
resource allocations are in line with the
Medium Term Strategy (2008-2012). It
also reinforces Management's account-
ability for delivery and results, by linking
program deliverables to Key Performance
Indicators (KPIs).

In a further effort to scale up its corporate
performance, in 2008 the Bank approved the
establishment of the Quality Assurance and
Results Department (ORQR) to coordinate the
implementation of the results-based agenda
in Bank operations, strategies, and reporting
systems. A new position of Chief Operating
Officer (COO) was also created to improve
corporate services delivery. Furthermore, the
Bank established the Strategy and Budget
Department (COBS), the Fragile States Unit, the
Sustainable Development, Gender & Climate
Change Unit. It also approved the proposal on
“Enhancing Corporate Services Delivery.”

Knowledge Management and
Development

During the year under review, the Bank con-
tinued its activities in the area of knowledge
management and development, which the
Medium-Term Strategy identified as a key
complement to its lending activities. To this
end, the Bank approved the Knowledge
Management and Development Strategy
(KMDS) during the year, with the objective of:
(i) generating knowledge to enhance devel-
opment effectiveness; (ii) leveraging knowl-
edge through partnerships; (iii) improving
knowledge dissemination and sharing; and
(iv) enhancing the application of knowledge.
The overarching goal of the Bank’s knowl-
edge strategy is to consolidate its role as
a premier knowledge institution for Africa,
and a leading change agent for sustainable
socioeconomic development in its RMCs.
It also seeks to establish the Bank as the
preeminent voice on pressing development
issues affecting the continent.

A number of training and statistical capac-
ity building activities, including workshops
and seminars, were held at the TRA and in
RMCs during the year, and a total of 883
officials from RMCs attended these activi-
ties. The Bank Group's Joint Africa Institute
(JAI) and African Development Institute (ADI)
conducted complementary seminars, work-
shops, and symposia. The Eminent Speakers'
Program welcomed 2 distinguished person-
alities from the fields of finance and African
development. Mr. James Wolfensohn, former
President of the World Bank, spoke on the
theme “Africa in a Global World: Partnerships
for Success” and His Excellency Mr. Festus
Mogae, former President of Botswana, gave
a talk on "Extractive Industries and Africa’s
Development: Lessons from Botswana.”

The Bank also extended its support to
strengthen statistical capacity and systems
in RMCs, specifically by helping countries to
implement the Regional Reference Strategic
Framework (RRSF) for Statistical Development
in Africa and in designing effective National
Statistical Development Strategies (NSDS).

Support to Middle-Income Countries
The Bank Group tailors its financing instru-
ments and products to suit the differing
needs of its RMCs; depending on their level
of development, capacities, and expectations.
Middle-income countries have made progress
and attained higher per capita incomes than
many other RMCs; however they still require
additional support to grow their economies
and increase their global competitiveness.

In 2008, the Bank approved a Strategic
Framework for Enhancing Bank Group
Support to Middle-Income Countries. This
aims to position the Bank as the preferred
partner of MICs, based on a comprehensive
financial package designed to enhance serv-
ice delivery, keep its products competitively
priced, and with the added value of provid-
ing advisory services. In this way, the Bank
seeks to support its MICs to develop into
regional hubs of economic growth.
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During the year 2008, the Bank Group
approved loans for MICs (excluding multina-
tional projects) totaling UA 1.10 billion from
the ADB window. The 3 main beneficiary
sectors were infrastructure (46.0 percent),
finance (27.2 percent), and social (17.7 per-
cent). This reflects the strong demand from
MICs for funding in the areas of infrastruc-
ture and financial sector development. Most
of the resources for MICs in 2008 (72.2 per-
cent) went to the North Africa subregion.

Support to Fragile States

Fragile states (including post-crisis/transition-
al countries) have their own special require-
ments in terms of support. They need to be
assisted to move toward more stable politi-
cal and economic development and to re-
engage fully with the international communi-
ty. During the year, the Bank approved 2 doc-
uments relating to fragile states: (i) the Bank
Group Strategy for Enhanced Engagement in
Fragile States and (i) Operational Guidelines
of the fragile States Facility. The new strategy
differentiates the Bank Group's support to 9
post-conflict/transitional countries from the
support provided to other categories of frag-
ile states. Post-conflict states need special
attention and dedicated resources to rebuild
core institutions and rehabilitate vital serv-
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ices and basic infrastructure. Total funding
from the Fragile States Facility (FSF) in 2008
amounted to UA 35.6 million, allocated thus:
Burundi (UA 12.0 million), Togo (UA 14.6
million), and Liberia (UA 9.0 million).

The 2009 Administrative Expenses
and Capital Expenditure Budgets

In December 2008, the ADB Board of Directors
approved an Administrative Expenses Budget
of UA 253.1 million, a Capital Expenditure
Budget of UA 18.5 million, and a contingency
budget of UA 2.5 million for 2009. The ADF
Board of Directors approved an indicative
Administrative Budget of UA 180.3 million
for the Fund for the financial year ending
December 31, 2009.

Net Income Allocation

The 2008 financial statements of the Bank
Group highlight the robustness of the Bank’s
financial position, as manifest from the com-
bined net income before distribution of UA
315.3 million and an allocable income of
UA 275.3 million.

Credit Ratings

The ratings agencies, Standard & Poor’s,
Moody'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 ade-
quacy, and prudent financial management
and policies.

Borrowings

In December 2007, the Bank approved a
borrowing program for 2008 of up to UA
1.63 billion, including a UA 427.0 million
component for the Enhanced Private Sector
Assistance for Africa (EPSA) initiative. The
Bank raised UA 1.10 billion at a weighted
average cost of 6-month US Dollar LIBOR
minus 25 basis points in the capital markets.
In addition, UA 189.0 million was raised in
2008 under the EPSA initiative.

Furthermore, the Bank issued 4 transac-
tions in public markets during the year — one
each in the US$ global bond market and the
domestic markets of Canada, New Zealand
and South Africa. These were supplemented
by offerings in the private placement and
uridashi markets, and one transaction that
was linked to Ugandan Shillings.



Table 0.1: Summary of Bank Group Operations, Resources and Finance, 1999-2008
(UA millions)

Cumulative
2000 2004 2005 2007 2008 Total*

OPERATIONS
Bank Group Approvals®
Number 93 144 134 118 145 124 102 137 100 133 3,481
Amount 1,291.71 1,984.02 2,372.27 2,038.95 1,766.31 2,786.70 2,293.63 2,596.88 3,097.64 3,528.73 50,064.48
of which HIPC 91.85 648.13 611.22 451.52 1.85 1,009.13 508.68 257.49 153.17 159.87 3,914.65
Disbursements 904.56 707.98 860.47 1,048.14 1,022.83 1,315.54 1,289.81 1,239.03 1,615.68 1,860.91 28,976.21
ADB Approvals®
Number 23 38 26 31 28 23 34 38 29 58 1,116
Amount 794.29 843.24 986.66 1,068.06 745.84 1,519.54 868.73 1,045.37 1,670.06 1,807.01 27,822.87
of which HIPC 20.77 173.91 174.93 187.98 707.77 75.99 102.21 o 113.75 1,579.05
Disbursements 527.98 420.58 48833 499.77 652.32 630.23 595.35 548.44 884.75 727.53 16,849.46
ADF Approvals®
Number 70 103 107 84 112 99 65 84 54 62 2,245
Amount 497.41 1,130.10 1,380.51 960.74 997.96 1,257.91 1,421.71 1,544.57 1,381.75 1,665.34 21,824.52
of which HIPC 71.08 47422 436.29 263.34 1.85 301.37 429.49 155.28 153.17 17.95 2,304.05
Disbursements 369.09 281.05 369.14 545.02 368.07 680.50 691.06 685.16 725.00 1,124.92 11,909.58
NTF Approvals
Number - 3 1 3 5 2 3 - - 2 77
Amount - 10.68 5.10 10.14 22.51 9.25 3.19 = = 28.16 336.10
of which HIPC - - - 0.26 - - 3.19 - - 28.16 31.55
Disbursements 7.49 6.35 2,99 335 244 4.81 339 5.43 5.94 8.45 217.17
Special Funds Approvals®
Number = = = = = = = 15 17 " 43
Amount - - - - - - - 6.94 45.83 2821 80.98
RESOURCES AND FINANCE (at year's end)
ADB
Authorized Capital 21,870.00  21,870.00  21,889.34  21,870.00  21,870.00  21,870.00  21,870.00  21,870.00  21,870.00  21,870.00
Subscribed Capital® 16,759.51 20,547.91 21,510.01 21,509.88  21,563.71 21,597.90  21,717.67 21,794.00  21,693.16  21,765.14
Paid-up Portion” 1,978.18 2,016.83 2,097.66 2,134.36 2,180.94 2,223.26 2,269.06 2,357.78 2,351.53 2,356.01
Callable Portion 14,781.34 18,531.08 19,412.35 19,375.52 19,382.77 19,374.63 19,367.00 19,436.76 19,341.63 19,409.14
Borrowing (gross) 5,429.08 5,538.01 5,397.94 4,617.29 6,058.95 6,057.52 6,560.11 6,088.75 6,803.17 7,160.81
Outstanding Debt® 5,195.96 5,384.06 5,215.89 4,455.04 5,778.39 5,638.89 5,940.40 5,870.47 6,198.87 6,707.28
Cumulative Exchange
Adjustment on
Subscriptions (121.93) (126.84) (129.73) (141.99) (145.33) (147.20) (151.76) (155.74) (160.08) (161.03)
Reserves? 1,436.76 1,534.55 1,716.90 1,464.63 1,507.50 1,486.44 2,266.39 2,305.48 2,531.80 2,475.47
Cumulative Currency
Translation Adjustment (420.58) (420.77) (449.53) (454.84) (451.71) (467.97) - - - -
Gross Income 530.57 527.69 569.64 488.83 425.22 446.67 479.61 542.85 578.62 564.45
Net Income” 123.53 116.79 125.46 188.85 178.33 143.53 221.32 194.03 323.67 304.66
ADF
Subscriptions' 9,357.60 10,236.35 10,924.42 11,421.12 11,989.14 12,654.44 13,261.76 14,314.51 15,218.76 16,566.02
Other Resources! (622.20) (649.02) (776.68) (617.48) (540.57) (571.34) (476.02) (776.38) (703.50) (656.59)
NTF
Resources (gross)? 354.52 395.19 425.42 399.78 375.46 366.93 409.08 286.12 273.47 286.78
Sources:

ADB Statistics Department for data on operations; ADB Financial Control Department for data on Resources and Finance.

Notes:

a 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, private and public equity investments, emergency operations, HIPC debt relief. loan reallocations and guarantee, Post Conflict Country Facility.

¢ These are approvals on the operations of the African Water Fund and Rural Water Supply and Sanitation Initiative.

d  Subscribed capital and paid up capital for 2005 were restated to exclude shares to be issued upon payment of future installments.

e Outstanding debt for 2004 was restated for fair value option.

f CEAS were restated in 2001 for prior years to adjust for translation gains and losses on subscriptions.

g Reserves for 2004 were restated following the application of revisions to IFRS.

h  For the years 2001 to 2003 net income excluded net gains/losses on non-trading derivatives (IAS 39 adjustments). Also, for the years from 2005,
net income excluded income distributions approved by Board of Governors.

i Subscriptions (including MDRI contributions) = amounts paid on such subscriptions and MDRI contributions.

j  Other Resources = Accumulated Reserves/Loss + Net Income/Loss for the year + Miscellaneous items including MDRI write offs, etc.

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

1999 1 UA = 1.37095 US dollars 2004 1 UA = 1.55301 US dollars
2000 1 UA = 1.30291 US dollars 2005 1 UA = 1.42927 US dollars
2001 1 UA = 1.25562 US dollars 2006 1 UA = 1.50440 US dollars
2002 1 UA = 1.35952 US dollars 2007 1 UA =1.58025 US dollars
2003 1 UA = 1.48597 US dollars 2008 1 UA = 1.54027 US dollars

Percentages in the charts and tables of the Report may not add up to 100 due to rounding.
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Table 0.2: Summary of Bank Group Approvals, 2008

(UA millions)

ADB [ A [ N | = BankGrowp |
Sector | Number] -mm-am-mm-m
Agriculture and Rural Development 7 70.80 8 93.05 15 163.85
Social 9 12.21 5 112.00 = = 14 22421
Education 2 36.11 3 83.00 = = 5 119.11
Health 2 74.55 1 15.00 = = 3 89.55
Other 5 1.54 1 14.00 = = 6 15.54
Infrastructure 8 683.14 23 728.31 31 1,411.46
Water Supply and Sanitation 2 84.44 7 152.40 - - 9 236.84
Power Supply 3 328.48 8 205.01 = = 1 533.49
Communication o o 5 o ° o o o
Transport 3 270.22 8 370.90 = = 11 641.12
Finance 9 297.88 = - = = 9 297.88
Multisector 5 84.50 21 644.03 = = 26 728.53
Industry, mining and quarrying 4 274.31 = = = 4 27431
Urban Development - - - - - - - -
Environment = = 3 70.00 = = 3 70.00
A. Total Loans and Grants 42 1,522.85 60 1,647.39 = = 102 3,170.24
B. Other Approvals 16 284.16 2 17.95 2 28.16 31 358.49
HIPC Debt Relief 2 113.75 2 17.95 2 28.16 6 159.87
Post Conflict Country Facility - - - - -
Equity Participation " 145.51 - - - 1" 145.51
Guarantees 3 24.89 = = = 3 24.89
Loan Reallocation - - - - - -
Special Funds* 28.21
_n-il-mm——m

BANK GROUP APPROVALS BY FINANCING INSTRUMENT, 2008

ADB | af [  nNF [ = BankGrowp |
Financing Instrument -mmm-mm-m-mm-mm-mm-mn
Project Lending 25 1,372.90 680.74 47 2,053.65
Public and Publicly -Guaranteed: 7 642.10 22 680.74 - 29 1,322.85
Project Loans 6 627.42 22 680.74 = = 28 1,308.17
Sector Investment and Rehabilitation 1 14.68 - - - 1 14.68
Lines of Credit = = = = = =
Private Non-Publicly Guaranteed: 18 730.80 - - 18 730.80
Project Loans 9 432.91 = = = 9 432.91
Lines of Credit 9 297.88 - - - - 9 297.88
Policy-Based Lending 3 136.38 9 413.00 - - 12 549.38
Sector Adjustment 2 123.03 - - - - 2 123.03
Structural Adjustment 1 13.35 5 215.00 - - 6 228.35
Budget Support - - 4 198.00 - - 4 198.00
Grants 14 13.57 27 552.62 - - 1 566.19
Technical Assistance 1 0.60 6 44.65 - 7 45.25
Project Cycle Activities = = 3 15.51 = = 3 15.51
of which Private Sector = = = - = = = -
Institutional Support - - 3 29.14 - - 3 29.14
Middle Income Countries Grant 1 0.60 = = = = 1 0.60
Project Grant - 14 424.35 - 14 424.35
Structural Adjustment Grant - 4 48.05 - 4 48.05
Budget Support Grant - - - - - - -
African Food Crisis Response Grant 5 10.50 - - - - 5 10.50
Fragile States Facility Grant - - 3 3557 - - 3 35.57
Special Relief Fund 8 247 - - - - 8 247
Emergency Assistance 8 2.47 - - - 8 247
Emergency Postconflict - - - - -
Special Debt Relief Grant - - - - -
Loan for Institutional Capacity Building - - - - - - - -
Project Preparation Facility - - 2 1.03 - - 2 1.03
Debt and Debt Service Reduction 2 113.75 2 17.95 2 28.16 6 159.87
SFM Debt Alleviation = = = = = = = =
HIPC Debt Relief 2 113.75 2 17.95 2 28.16 6 159.87
Post Conflict Country Facility - - - - -
Equity Participation 1 145.51 - - - - 1 145.51
Public Equity - - - - - - -
Private Equity 1 145.51 - - - - 1A 145.51
Guarantees 3 24.89 = = = = 3 24.89
Public Guarantees - - - - - - - -
Private Guarantees 3 24.89 - - - 3 24.89
Loan Reallocations - - - - - - -
Special Funds 28.21
m_z

Source : ADB Statistics Department, Economic and Social Statistics Division.

Note:

These are approvals on the operations of the African Water Fund, Rural Water Supply and Sanitation Initiative and lately a DFID Fund.
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Figure 0.1: Bank Group Loan and Grant Appravals and Figure 0.2: Cumulative Bank

Disbursements, 1999-2008 Group Loan and Grant Approvals
(UA millions) by Institution, 1967-2008
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Figure 0.3: Cumulative Bank Figure 0.4: ADB Net Income, 1999-2008*

Group Loan and Grant Approvals (UA millions)
by Sector, 1967-2008
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* For the years 2001 to 2003 net income excluded net gains/losses on non-trading derivatives (IAS 39 adjustments).
Also for the years from 2005, net income excluded income distributions approved by the Board of Governors.
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Bank Group Sector Definitions

Agriculture and Rural Development Food crops, cash crops, livestock, fisheries, agro-industry, forestry, irrigation
and drainage.

Transportation* Road, air, water, and rail transportation, pipe transportation, and feeder
roads.
Communications* Telephone, radio, telegram, postal, information technology, cable and

satellite services.

Water Supply and Sanitation* Production, treatment and distribution of potable water, and development
of sewerage systems.

Power Supply* Production and distribution of electricity, gas, solar, coal, petroleum, and
other renewable energy sources.

Industry, Mining, and Quarrying Manufacturing, tourism, mining, quarrying, and small- and medium-size
industrial enterprises.

Finance Development banking, commercial banking, non-bank financial
intermediation, and microfinance.

Social Education, health, population, gender equity, stand-alone poverty
alleviation projects.

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

Multisector Public sector management, including structural adjustment programs and
debt relief operations, private sector development, good governance and
anticorruption programs, industrial import facilitation, export promotion,
institutional support.

Urban Development Projects related to strategic urban planning activities.

*

Infrastructure Development: Transportation, communications, water supply and sanitation, and power supply
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