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EXECUTIVE SUMMARY 
 

 

Context and Objectives of the Review  
 

1. This review by the Operations Evaluation Department (OPEV) of the African 

Development Bank (ADB) set out to evaluate the Bank Group assistance to 

Sub-regional Development Banks during 1998-2008. That assistance included  

lines of credit (LOCs), equity participation, and technical assistance (TA). The 

review covered three out of the four sub-regional Development Financial 

Institutions (DFIs) that benefited from Bank Group assistance.  

 

2. The three sub-regional banks covered by this review are PTA Bank, EADB 

and DBSA.Their operations cover three separate regional economic 

communities (RECs), some with overlapping boundaries. The RECs are EAC, 

COMESA and SADC respectively. Nine LOCs were analysed, six of which 

have been fully disbursed, one partially disbursed, and the remaining two, 

which were approved in 2008, have not been disbursed at all.  

 

3. The evaluation aimed to assess the strategic alignment of the assistance 

against the relevant policies and strategies of the Bank, Sub-regional banks, 

and member countries. It also aimed to examine the effectiveness of Bank’s 

interventions against the defined objectives at appraisal. In addition, the 

review was tasked to identify lessons to improve the performance of future 

Bank interventions via sub-regional financial intermediaries and enhance their 

development effectiveness.  

 

4. The review was designed to provide answers to  questions: (i) the relevance of 

LOCs to the policies and strategies of Sub-regional groupings, member 

countries and Sub-regional DFIs as well as to Bank policy and strategy (on 

SMEs, private sector development and regional integration); (ii) the 

achievement of objectives and development outcomes, taking into account the 

LOCs contribution  to poverty reduction, economic, social and environmental 

sustainability, private and financial sector development and regional integration. 

Other evaluation questions related to LOCs profitability for the Bank, Bank’s 

Work Quality at the various stages of the project cycle (screening, appraisal, and 

structuring work as well as monitoring and supervision) and to the role and 

contribution (additionality) of Bank interventions. 

 

Main Findings of the Review  

 

5. The Bank assistance to sub-regional DFIs served as viable mean of pursuing 

its regional integration and poverty reduction objectives. Further, the review 

found that Bank assistance to the three sub-regional DFIs under review (PTA, 

EADB, and DBSA), has been relevant, timely and in line with their respective 

policies, plans and strategies, as well as with the visions of their RECs. 

However, there were issues concerning the adequacy of the LOCs to enable 

the sub-regional banks to meet their mandate, gain visibility and effectively 

play the intermediation roles with significant impact in the sub-regions.  
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6. The Bank has utilised the appropriate instruments and volume of funds, which 

conformed to the Bank’s own strategy and to the strategies of the DFIs and the 

needs of their respective regions. Moreover, Bank assistance has been 

responsive to strategic shifts of operational focus as in the case of DBSA. The 

relevance component of Bank assistance has been rated Successful.  

 

7. Bank assistance contributed to improved financial performances of the three 

SRDBs. The review of the annual audited financial statements of the sub-

regional development banks shows that the financial performances of PTA and 

DBSA are comparatively impressive while EADB’s financial performance has 

been poor.  

 

8. Bank assistance contributed to DBSA’s progressive strengthening, 

maintaining its record of profitable operations in both South Africa and the 

SADC
1
 region while simultaneously improving its internal processes and 

control through the adoption of a bank wide risk management framework. 

PTA continues to realize profits, and its basic policies, process and controls 

are now firmly in place. EADB however, is a concern despite Bank assistance 

and presence in its board. Its financial performance is poor, and it suffers from 

a governance crisis. The financial and operational performance of both DBSA 

and PTA is rated as successful, while the performance of EADB is rated as 

mostly unsuccessful. It is also noteworthy that despite their recent advances, 

both DBSA and PTA’s monitoring and supervision practices are still 

financially based. Neither DFI tracks well-defined development outcome 

indicators nor do they report it in their supervision report. 

  

9. Bank technical assistance is rated as mostly successful. ADB’s TA has helped 

turn around PTA, but it was largely unsuccessful in the case of EADB. 

  

10. The business performance of the sub-projects was rated mostly successful (for 

the three DFIs). There has been a number of sub-projects that faced difficulty 

due to issues with their supplies or general weakness of management. 

However, the vast majority of the projects reviewed were viable business 

concerns, which contributed to the overall development of the economy in 

their respective regions and provided forward and backward linkages in their 

supply chains creating a more enabling environment for private sector 

development. Issues concerning sound environmental management were found 

lacking despite the best effort of the DFIs. Most of the sub-projects visited did 

not comply with the EHS related standards, despite declaring the opposite. 

Finally, The LOCs (given their size) have contributed to the growth of private 

enterprises and private sector as well as financial market development beyond 

the sub-regional DFIs themselves. The private and financial sector 

development component is rated satisfactory.  

 

11. All the DFIs have been consistent in their performance concerning the debt-

service obligations; hence, their capacity to service the debts in the future is 

not in jeopardy even in the case of EADB. The Bank’s LOCs to the sub-

                     
1 The impact of the global financial slowdown on the SADC region have had a negative effect the on the mining sector. 
Countries such as Angola, Botswana, DRC, Malawi, Namibia, South Africa, which are mainly commodities exporting countries 

have seen the prices and volumes of their raw material exports drop. SADC countries have mostly benefited from the commodity 

prices boom that preceded the crisis. 
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regional DFIs have been profitable in financial terms, the Bank profitability 

was rated mostly successful.  

 

12. Bank’s equity participation has been successful; it helped boost the capital 

base of the sub-regional banks and improved their credit ratings. However, 

tapping into the international as well as local capital markets for long-term 

funding (via bond issuance) still holds the promise of freeing sub-regional 

DFIs from the unpredictability of donor resources.  

 

13. The Bank LOCs to DFIs carried three additionality components (financial, 

operational and institutional). The Bank has been financially additional, by 

extending long-term foreign currency resources that the DFI that would have 

not otherwise been able to obtain. The endorsement by the Bank (reduction of 

risk via equity participation) has also helped to catalyze other funds, which 

might not have been available without it. The Bank’s assistance also provided 

operational additionality. The TA grants provided the resources needed for 

restructuring at PTA, as well as detailed TORs identifying the scope of work 

for the areas that needed improvement (special advice that compensates for 

knowledge and skills gaps among clients). Finally, the Bank offered 

institutional additionality by strengthening the environmental management 

capacity of the DFIs (the Bank funded the study which formulated PTA’s 

environmental policy and framework). In certain instances, TA funds were 

also used for the provision of Corporate Governance training for members of 

the Board of Directors of the DFIs. 

 

14. The Bank’s supervision quality was weak, and the review rated monitoring and 

supervision as mostly unsuccessful. There is no evidence to support the fact that 

the Bank was able to foresee the trouble ahead for EADB let alone propose 

corrective measures to avert the crises. Supervision should have been able to 

spot the signs of stress in EADB’s performance and the lack of harmony among 

its top lieutenants. The lack of detailed aide-memoires to document the day-to-

day activities and findings of the supervision mission is also another sign of 

weakness. 

 

Overall assessment and Conclusion 

 

15. Bank assistance to the sub-regional banks was relevant and timely, it 

addressed the appropriate needs of the DFIs and their respective regions and 

was in line with Bank policies, and strategies in this regard. Bank assistance 

has contributed to regional integration and poverty reduction through the 

financing of cross-border projects, generating foreign exchange and 

employment. The Bank’s investment was profitable and the debt servicing 

capacity is not in jeopardy. The LOCs improved their capacities to lend on 

long-term basis while the TAs strengthened the institutions. The equity 

participation boosted their capital basis while the endorsement improved their 

rating and encouraged other shareholders. Overall, the LOCs have contributed 

to the strengthening of the productive sectors and indigenous entrepreneurship 

in the member states of PTA, EADB and DBSA by financing sub-projects 

with high impact on the sub-regional economies through earning or 

conservation of foreign exchange and employment generation. 
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16. The sub-regional banks have contributed to private sector and financial 

development. They were able to mobilize funds in long-term LOCs to fund 

project and trade finance, and made co-funding arrangements generating 

investments in multiples from sub-regional entrepreneurs in addition to 

medium-term credits provided by other financial intermediaries. Using the 

Bank’s LOCs and other resources, they provided long term funding for the 

development of SMEs in their member countries. EADB for example 

pioneered the issuance of corporate bonds in the sub-region its bond being the 

first listing to be traded on the Uganda Stock Exchange. 
 

17. From the review of Bank assistance to sub-regional banks, it can be concluded 

that Sub-regional DFIs are an appropriate means of channeling Bank assistance 

in support of its new strategic focus on playing a stronger role in advancing 

regional integration, poverty reduction, as well as private sector and financial 

sector development. Sub-regional DFIs are also well-positioned to play a 

catalytic role in the process of regional integration through the financing of 

infrastructure projects and the promotion of cross-border trade. The major 

challenge however remains the modest size and strength of the sub-regional 

DFIs (PTA and EADB) which limits their eventual impact. 

 

Lessons Learned  
 

18. The lessons learned from the review are the following: 

 

 The quality and commitment of the management team as well as the 

governance structure and practices of the Sub-regional DFIs directly affect 

the effectiveness of Bank assistance.  

 

 Sub-regional DFI’s size matters, given the fact that Africa’s development 

finance needs are enormous.  

 

 Providing a remedy for the failure of the ‘market for long-term funding’ on 

its own is not enough; start-ups usually need advice and guiding on 

management and governance.    

 

 Knowledge by sub-regional DFIs of the sectors and the regional economic 

environment is paramount. Sector expertise is imperative for the proper 

structuring and supervising of sub-projects.  

 

 The only way to ascertain the EHS compliance of sub-projects is through 

strong supervision and follow-up; reliance on the borrower to do so has 

proved to be unsuccessful. 

 

 Restriction of ADB’s Board presence to project approvals does not help in 

averting sub-regional DFIs’ management crises. ADB’s board presence 

should be focused on policy, strategy and management oversight, in order 

to direct the institution at the right direction. 
 

 Wholesale lending operations are a strong option for finance 

intermediation via sub-regional DFIs to support SMEs, and promote intra-

regional infrastructure with the introduction of more innovative 

instruments. 
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Recommendations 

 

19. The general recommendations of this review are the following:  

 

 The Bank should strive to finalize its ‘Partnership Strategy’ with the 

sub-regional DFIs and use it to guide all future operations: Now is the 

time to finalize the OPSM proposed Partnership Strategy with the Sub-

regional DFIs, given that more of the required infrastructure is now in 

place in terms of OPSM’s internal re-organization, and the launch of The 

Currency Exchange (TCX).  

 

 The new ‘partnership strategy’ should consider wholesale operations via 

sub-regional DFIs as an option for targeting national DFIs and SMEs: 
Previous reviews

2
 have recommended that the Bank should “consider 

wholesale LOC operations through regional development banks to take 

advantage of their local knowledge and presence”.  

 

 The sub-regional DFIs should seek to enlarge their balance sheet and 

strive to establish stronger partnerships with their shareholders: The sub-

regional DFIs are relevant, but their impact is limited because of their 

relatively small size.  

 

 The sub-regional DFIs should also seek to play a bigger role in supporting 

regional integration by adopting the plans, policies, and strategies of their 

respective RECs:  The Sub-regional DFIs should strive to become the main 

hub for development finance in their respective sub-regions by adopting and 

fully subscribing to the development policies and strategies and visions of 

their respective RECs (DBSA is the most advanced in this regard). 

 

 The board representative of ADB should come from a higher managerial 

level of the Bank, and should use its presence to influence both policy 

and strategy of the Sub-regional DFIs: Currently ADB has a Manager as 

a board member, who reports to OPSM Director. This is an insufficient 

level of seniority. Further, ADB’s equity participation in both EADB and 

PTA needs greater attention than at present.  

 

 The Bank should incorporate a special provision for channeling funds 

through sub-regional DFIs in its “Response to the Economic Impact of 

the Financial Crises”: A special provision for channeling funds through 

sub-regional DFIs (acting as hubs in their own respective region, and within 

their absorptive capacity) could help alleviate the effects of the crises for 

business start-ups that are not usually a favourite of commercial banks.  

 

 ADB should leverage all the resources and initiatives available to help 

the sub-regional DFIs improve and fill any gaps that might exist in their 

operational performance: An initiative like Making Finance Work for 

Africa – MFWA for instance could serve as a good coordination point for 

capacity building efforts for the DFIs.  

                     
2 Assessment of the Effectiveness of Lines of Credit as Tools for Promoting Development and Poverty Reduction 

in Africa – Final Report (2006) 
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 ADB’s experience in monitoring and evaluation should be transferred to 

the sub-regional DFIs: Sub-regional DFIs’ M&E practice is still 

financially-based and is not designed to capture the development results of 

their interventions. ADB’s experience in monitoring and evaluation should 

be transferred to the sub-regional DFIs and they should be encouraged to 

become more accountable for ADB’s assistance in terms of development 

results.  

 

 PTA should be encouraged to emulate DBSA in resuscitating some 

National DFIs (especially with TA packages targeting good governance): 
DBSA has been offering assistance including TA and LOCs to some 

National DFIs (especially in the SADC region). This trend could be 

strengthened by encouraging other sub-regional banks to emulate DBSA to 

resuscitate some National DFIs (especially with TA packages targeting 

good governance) and further broadening the means of deepening financial 

intermediation.  
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1 Introduction and Background  

   

1.1 This review by the Operations Evaluation Department (OPEV) of the African 

Development Bank (ADB) aimed at evaluating the Bank Group assistance to 

Sub-regional Development Banks. The review covered lines of credit (LOCs), 

equity participation, and technical assistance (TA), for the period 1998 – 2008.  
 

1.2 The Bank Group’s first assistance to Sub-regional Banks dates back to 1969 

when the Bank extended LOC to East African Development Bank (EADB), a 

sub-regional DFI. The Bank’s Equity participation in Sub-regional DFIs 

December 2008 amounted approximately to UA 56.3 million, which is 32% of 

the Bank’s total equity participation of UA 172 million.  
 

1.3 The bulk of Bank assistance to sub-regional DFIs from 1969 - 2008 has been in 

the form of Lines of Credit3. During that period, the Bank extended 30 Lines of 

Credit amounting to a total of UA541.5 million to sub-regional DFIs. The figure 

represents about 11.2% of the total Bank LOC operations of UA 4.85 billion and 

62% of total Bank assistance to Sub-regional DFIs (LOCs, equity and Guarantees) 

of UA 872.8 million. The Bank extended LOCs to EADB, Eastern and Southern 

Africa Trade and Development Bank (PTA), Development Bank of Southern 

Africa (DBSA) and Banque Ouest Africaine de Développement (BOAD).  
 

1.4 The Development Bank for Central Africa (BDEAC) had an old line of credit 

extended in 1987 (subsequently cancelled). During the period under review (1998 – 

2008), nine LOCs were extended to four sub-regional Banks. The nine LOCs 

amounted to UA352 million, representing 65% of total LOCs to Sub-regional 

Banks.  The table in Annex 5 shows the summary of the LOCs granted to sub-

regional financial institutions by the Bank between 1998– 2008.  
 

1.5 The review covered three out of the four sub-regional DFIs that benefited from 

Bank assistance between 1998 and 2008. The three are PTA Bank, EADB and 

DBSA, and their operations cover EAC, COMESA and SADC respectively (which 

includes some overlap of membership, see Figure 1 below). Six LOCs have been 

fully disbursed, one is partially disbursed while the remaining two, which were 

approved in 2008, have not been disbursed at all. The fourth sub-regional DFI  

(BOAD) had an LOC approved but  so far has not utilised any assistance from the 

Bank.  

 

 

 

 

 

 

 

 

 

 

    

                     
3 Lines of Credit (LOCs) are used as means to reach smaller enterprises via financial intermediaries possessing local knowledge 
and ability to build pipelines of potential borrowers. This conceptually at least enables the Bank to fund smaller investments in 

private sector that would have other wise been impractical or too expensive to make directly.  
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1.6 PTA Bank, of which ADB is a shareholder, is an institution of COMESA with 

the mandate to foster economic growth and promote regional integration among 

the member states of COMESA. The bank’s mission is to be at the forefront of 

providing development capital in the sub-region, through customer focused and 

long-term financing, mobilized from international capital markets.  

 

1.7 Commercial banks in the COMESA sub-region mostly provide short-term 

funding (working capital) and in some cases lease financing, but they are shy of 

long-term funding. Therefore, business enterprises (existing or start-ups) 

looking for long-term funding may find it difficult to access. PTA helps bridge 

this financing gap by making project financing more accessible to the private 

sector promoters who might not have been able to obtain such financing 

elsewhere.  

 

1.8 The EADB (East African Development Bank) is owned by the regional member 

countries of EAC
4
 and other institutional investors including the ADB. The bank 

continued supporting infrastructure projects, especially those in the energy, 

transport and telecommunication sectors, capitalizing on the fact that enhancing 

such sectors spurs greater regional development. Like COMESA, the EAC 

market for long-term funding by commercial banks is also limited. Commercial 

banks are keener on short-term funding for leasing than on project finance, 

which still gives EADB a particular niche, with the constraint being the 

relatively small size of EADB. 

 

1.9 DBSA is a leading, well-capitalized DFI with a strong balance sheet and 

profitability track record in South Africa and the SADC sub-region. Its 

performance in meeting the strategic goals of infrastructure development and 

maximizing development impact and poverty alleviation has been 

consistent.   Its purpose is to accelerate sustainable socio-economic development 

by funding physical, social, and economic infrastructure.  DBSA’s goal is to 

improve the quality of life for the people of the region. The bank plays multiple 

roles as Financier, Advisor, Partner, Implementer, and Integrator to mobilize 

finance and expertise for development projects.  

 

                     
4 As of late, most EAC countries have been enjoying a mixed bless. The financial crises coincided with a drop of oil prices which 

gave the EAC countries (non-oil exporting) a margin to breath. The drop in oil prices had put a cap on inflationary pressures and 

benefited the average consumer. Nevertheless, the crises has had the secondary effect of have resulted in a reduced demand and 
prices of exports from the region, and within the context of the current growth, rates in the region (between 3 – 5 % - except in 

Kenya) are still healthy. 

Figure # 1 COMESA, SADC and EAC Member Countries  
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1.10 DBSA is owned by the Government of South Africa (GSA), but plays the role of 

a sub-regional DFI mainly in the area of provision of infrastructure financing 

within the SADC sub-region. The bank indicated that its future direction would 

be informed by the shared vision of an integrated and empowered region, 

progressively free of poverty and dependency. This would be achieved by 

implementing its mission of achieving development impact in the region 

through expanding access to development finance and effectively integrating 

and implementing sustainable development solutions.  

 

1.11 The DBSA maximizes its contribution to sustainable development by mobilizing 

financial knowledge and human capital to support governments and national 

DFIs. They are active in a number of regional and continental initiatives and the 

bank’s ‘Vision 2014’ (the document guiding DBSA’s activities) is derived from 

the South African Government’s People’s Contract, the Millennium 

Development Goals and the principles espoused in NEPAD.  

 

1.12 DBSA’s Operations in SADC is about one third of its total investment and 

lending activities with about 67% in South Africa, financing mainly large-scale 

infrastructure and PPP transactions. Assistance is also given in the preparation 

and structuring of projects. DBSA also provides assistance to NEPAD initiatives 

through its International Division. 

 

2 Review Objectives, Scope, and Methodology  

 

2.1 The objective of the review was to assess the effectiveness of the Bank’s 

assistance to sub-regional banks (LOC operations, equity participation, and 

technical assistance) during the period 1998 – 2008. The evaluation intended to 

assess the strategic alignment of the assistance against the relevant policies and 

strategies of the Bank, Sub-regional banks, and member countries, and to 

examine the effectiveness of Bank interventions against the defined objectives at 

appraisal. 

 

2.2 The review also aimed to identify lessons, which may be utilized to improve the 

performance of future Bank interventions via sub-regional financial 

intermediaries and to enhance their development effectiveness. Moreover, 

particular attention was given to the assessment of the appropriateness of Sub-

regional Banks as financial intermediaries in enhancing regional integration and 

upstream linkages for regional infrastructure investment.  

 

2.3 Over the years, the Bank has carried out self evaluations (project completion 

reports-PCRs) and independent evaluations (project performance evaluation 

reports- PPERs) on some of the completed LOCs extended to sub-regional and 

national financial intermediaries
5
. There have also been a few attempts

6
 by the 

Bank to carry out an overall review of LOCs’ effectiveness in meeting 

objectives such as economic growth, regional integration, private and financial 

sector development, and poverty reduction. Previous reviews have indicated that 

                     
5 PCRs have been prepared for 2 LOCs to DBSA and I LOC to EADB and 1 LOC to PTA. The latters were subject to PPERs. 

All 4 PCRs have been independently reviewed by OPEV. 

6 Assessment of the effectiveness of LOC as tools for promoting development and poverty reduction in Africa, July 2006; 
Evaluation of the Development Impact of the Bank’s Private Sector Lines of Credit (OPSM, 2005) and “Strengthening 

Development Finance Institutions in Africa: Summary of salient aspects (2002) 
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the overlapping mandates and membership of sub-regional DFIs have stretched 

external financiers’ assistance, and that injections of thinly spread resources to 

sub regional DFIs have not made sufficient impact. 

 

2.4 IEG-World Bank undertook a review in 2005/2006 of its LOCs approved 

between 1993 and 2003, which amounted to a total of $13.4 billion. The review 

concluded that although reform supported by the World Bank lending to the 

financial sector had some success, it was insufficient to bring about the ultimate 

objective of a well developed financial system in client countries.  

 

2.5 IEG-IFC’s most relevant experience has been the Evaluation of IFC Support for 

Private Enterprises through Financial Intermediation in Sub-Saharan Africa 

(1999)
7
. IFC chose a sample of mature interventions approved and disbursed 

1987-1995. The evaluation indicated that IFC’s credit lines had little impact on 

borrower banks’ policies and procedures for the selection and appraisal of sub-

projects, and that IFC’s supervision did not track the financial performance or 

development outcomes of the sub-projects actually financed.  

 

2.6 The Operations Evaluation Department of the Asian Development Bank 

undertook an evaluation of the ‘Support for Financial Intermediation in 

Developing Member Countries’ of the Asian Development Bank. The 

evaluation looked at various modalities used by the bank such as LOCs, 

program loans, and financial leasing. The evaluation recommended that the 

Asian Development Bank should follow an integrated programmatic approach 

(grouping of related sectors) and use it rigorously to promote financial 

intermediation in its Developing Member Countries.  

 

2.7 It is clear that Bank and other donor reviews have sufficiently covered the 

donors’ financial intermediation through national level DFIs and commercial 

banks operating at the national levels
8
, while the donors’ assistance to Sub-

regional Development Banks (which typically operate within a sub-region made 

up of a group of member countries) was not well covered. This merits a closer 

look within the context of the Bank’s latest thrust towards directing more 

resources to multinational and regional integration operations.  

 

2.8 The review framework is based on the Bank Group Evaluation Guidelines for 

Private Sector Lines of Credit Operations (2005), which focuses on the 

following three principal evaluation dimensions:  

 

(i) Development Outcome (effectiveness and sustainability, institutional 

development Impact, other impacts) 

 

(ii) Bank Investment Performance (efficiency, profitability of LOCs to the 

Bank) 

 

(iii) Bank’s operational effectiveness (efficiency, quality of screening, 

appraisal, structuring and supervision, Role and Contribution and 

additionality) 

                     
7 IEG-IFC’s latest report on IFC’s MSMEs financing activities was released on 2008 

8 A 1999 Evaluation of IFC Support of Private Enterprise Through Financial Intermediation  in Sub-Saharan Africa 
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2.9 The Bank Group Evaluation Guidelines for Private Sector Lines of Credit 

Operations are in line with the Multilateral Development Banks/Operations 

Evaluation Group (MDB/ECG) Good Practice Standards for Evaluation of 

Private Sector Investment Operations. A six-point rating scale was used in 

assessing the performance of the Bank’s assistance (LOCs) using the three 

evaluation criteria above.  

 

2.10 The review has attempted to provide answers to the following evaluation 

questions: 

 

(i) Has the Bank been doing the right things that are relevant to the: 

 

 Sub-regional grouping and member Country strategies and 

development needs of the sub-region? 

 Sub-regional DFIs policy and strategy?  

 Bank policy and strategy (SMEs, private sector development, 

regional integration)? 

 

(ii) Has the Bank been able to realize the objectives of the LOCs 

operations with reference to: 

 

 Business performance of the Sub-regional DFIs and the sub-projects? 

 Contribution to the sustainable development of the private sector?  

 Contribution to poverty reduction, economic, social and 

environmental sustainability, regional integration? 

 

(iii) Have the LOCs and other interventions been profitable for the Bank?  

 

(iv) What was the Bank’s Work Quality at the various stages of the 

project cycle (screening, appraisal, and structuring work as well as 

monitoring and supervision)?  

 

(v) What was the added value (additionality) of Bank interventions, what 

was the Bank’s unique input(s) seen in its role and contribution? 

 

2.11 The review was undertaken in three stages; Pre-mission Desk Review, Field 

Mission, and Report Preparation. The desk review was undertaken at the 

ADB headquarters from 5
th
 to 12

th
 January 2009. The Inception Report 

summarised the outcome of the desk review, indicated information gaps that 

needs to be filled during the field missions, refined the scope of work and 

elaborated on the methodology and work plan (including the field missions). 

Field missions were undertaken to the PTA Bank, EADB and DBSA 

between 20 January 2009 and 13 February 2009, including field visits to 

selected sub-projects financed under the extended LOCs.  

 

2.12 Questionnaires were administered during the mission. They were designed to 

capture and analyze information on sub-projects financed and the overall 

performance of Bank assistance at the macro or sectoral level as well as at the 

sub-regional DFI level. The information and data gathered through 
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questionnaires, interviews and discussions as well as secondary sources were 

compiled and analyzed in detail to produce the present report, applying the 

standard evaluation benchmarks of relevance, efficacy, efficiency, 

institutional development, and sustainability. The sources of information are 

cited in Annex 9. 
 

2.13 This report consists of six chapters. Following the present section is chapter 

three which examines the Bank’s relevant policies and strategies for 

interventions via sub-regional DFIs. It also introduces the objectives of the 

Bank’s assistance to the DFI as per the appraisal documents of the 

operations selected for the review. Chapter Three concludes with the review 

of the LOCs and the sub-projects financed by their proceeds.  
 

2.14 Chapter Four discusses the performance evaluation of Bank assistance in 

terms of relevance, achievement of development outcomes and profitability 

along with an assessment of the Bank’s technical assistance and equity 

participation packages. The chapter also includes an assessment of the 

Bank’s additionality and work quality. Chapter Five contains the overall 

assessment, evaluation conclusions and lessons learned. The report 

concludes with Chapter Six, which contains the recommendations of the 

review, divided into general and specific recommendations. 

 

3  Bank Assistance to Sub-regional Development Banks  

 

3.1 Bank Policies and Strategies  

 

3.1.1 The ADB mandate is wide, covering all aspects of economic and social 

development in Africa as a whole. The sub-regional banks originally 

emanated from their respective RECs with mandates to finance sub-regional 

infrastructure and intra-regional trade within their respective regions. The 

Bank’s intervention via the sub-regional DFIs (which is mostly LOCs) is 

governed by a multitude of policies and strategies, such as the Bank’s 

Industrial Sector Policy Guidelines (1986), the Bank’s LOC policy (1998), 

the Bank’s Financial Sector policy (2003) and finally the Bank’s Private 

Sector strategy (2007). This multitude of policies and strategies affects the  

breadth of LOC targeting. Some LOCs have historically attempted to target 

areas such as SMEs development, poverty reduction, private sector 

development, export promotion, infrastructure development, and financial 

sector development all in one). This creates lack of focus and the primary 

objective of the LOC becomes mixed up with its secondary objectives.  

 

3.1.2 Under the Bank’s industrial Sector Policy Guidelines, relatively large LOCs 

could be provided to sub-regional Development Banks for infrastructure 

projects while the Financial Sector Policy (2003) recognized that LOCs have 

a great potential for facilitating the development of the financial sector. 

Moreover, the Bank’s industrial sector strategy looked upon sub-regional 

development banks as special institutions because most DFIs are obliged to 

borrow their funds, which makes them dependent on external sources of 

funding (they have no deposited base). The Bank’s industrial sector policy 

contended however, that the challenge of supplying medium and long-term 

finance, for start-ups in Africa underlines the case for supporting the DFIs.  
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3.1.3 The Bank’s Private Sector Strategy contained a full annex on how the 

Bank intends to deal with sub-regional DFIs in the future. The content of 

the annex acknowledged the special relationship that ADB has enjoyed 

with the sub-regional DFIs in Africa for the past 30 years. However,  a 

Bank-commissioned needs assessment study of the sub-regional DFIs
9
, 

most of the DFIs  expressed their desire for a stronger more developed 

partnership with the Bank.  

 

3.1.4 The DFIs asserted that ADB for them is an “under-utilized capacity, and 

that they wish to tap into the Bank’s vast financial, technical and 

intellectual resources.” This reflects a consensus among the sub-regional 

DFIs that the there is a need to take their relationship with the ADB to the 

next level. However, the final output of this intended strong partnership 

(initiated by OPSM) between ADB and the sub-regional DFIs is yet to be 

realised.  

 

3.1.5 The Bank has lately renewed its commitment to supporting regional 

integration in the RMCs with both the ADF 11 (African Development 

Fund) implementation matrix and The Medium-Term Bank Group Strategy 

(2008 – 2012). The Bank strategy also aims at enhancing the relevance and 

effectiveness of sub-regional economic communities and bodies.  

 
3.1.6 The Bank’s recent Regional Integration Strategy builds on the Bank Group 

Regional Integration and Cooperation Policy developed in 2000 and the 

ADF XI Regional Operations Framework, proposes a bolder, yet more 

focused and co-coordinated set of interventions by the ADB Group, and 

closer collaboration and partnership with key stakeholders (including 

multilateral and bilateral donors; regional organizations such as the AU, 

NEPAD, UNECA, RECs, and regional development finance institutions; 

RMCs, research institutions, advocacy groups, and the private sector) 

towards achieving the goals of accelerated and effective regional 

integration.  

 

3.1.7  Although the new strategy document reviewed the Bank’s experience in 

lending and non-lending operations focusing on regional integration, the 

roles of the sub-regional DFIs were not examined or defined in detail. 

However, it is noteworthy that the Bank singled out DBSA as a key partner 

institution to generate hard and soft infrastructure investments that support 

broad-based wealth creation. It is envisaged that this will step up 

sustainable socio-economic development and create, mobilize and 

disseminate knowledge in support of greater development effectiveness, 

and the setting up of an enabling development environment. It is from this 

perspective that the Bank’s interventions in the sub-regional DFIs are being 

reviewed. This review therefore provides the basis for the Bank’s 

consideration of an appropriate strategy to embrace the role of the sub-

regional DFIs (which is not currently considered). 

 

                     
9 Strategy Update for the Bank’s Private Sector Operations ( November 2007), Annex # 5.  



 

8 

 

3.1.8 The “Bank’s Response To the Economic Impact of the Financial Crises” lists 

“Public and Private Financial Institutions”  as eligible institutions of the 

liquidity facility. The rationale behind this is that banks are affected directly by 

the liquidity squeeze and their ability to borrow during the crises has of course 

been eroded. 

 

3.1.9 The implementation of the interventions that all the previous strategies are 

guiding will require a more systematic and coherent approach for channeling 

development finance and technical assistance funds. It is thus timely to assess 

the effectiveness of Bank assistance to sub-regional DFIs in support of the 

new strategic focus of the Bank, which aims at playing a stronger role in 

advancing regional integration, poverty reduction, as well as private sector and 

financial sector development. 

 

3.2 Objectives of Bank Assistance to Sub-regional Development Banks  
 

3.1.1 ADB’s assistance to sub-regional Banks consisted mainly of LOCs. The 

principal development objective of the LOCs varied by region, however, most, 

if not all of them contained poverty reduction as one of their main objectives. 

The realization of this objective was sought after in various ways depending 

on the target beneficiaries. In the case of DBSA, the Bank LOCs objectives 

reflected the plans of the Government of South Africa to eliminate the backlog 

of infrastructure particularly in areas that were underserved during the 

apartheid era. In the case of EADB the main objectives were usually 

promotion of exports through financing of firms that are engaged in cross- 

border trade within the EAC sub-region. Lastly, the LOCs to PTA aimed at 

supporting growth through the financing of export-oriented enterprises, which 

could also contribute to cross-border trade within the COMESA sub-region. 
 

3.1.2 The principal development objective of the ADB’s Assistance to DBSA 

reflected the Government of South Africa’s commitment to infrastructure as 

means to promoting economic growth, meeting the basic needs of the people 

and expanding income-generating activities. The LOCs to DBSA intended to 

support the lending capacity of DBSA for providing sub-loans to 

municipalities, public utilities and private sector entities for the provision of 

infrastructure services in a number of areas including water supply and 

sanitation, storm water drainage, power transmission and distribution, rural 

electrification, municipal and rural network and telecommunications.  
 

3.1.3 The main objectives of Bank assistance to EADB were to provide financial 

resources to EADB for term lending and asset leasing to private sub-borrowers 

to enable them promote export and regional projects in the sub-region, thereby 

supporting the trade link and regional integration of the member states of 

EADB. 

 

3.1.4 In the case of PTA, the objectives of Bank LOCs were to support the 

economic growth and promotion of stronger economic integration within the 

member states of the PTA Bank. This was meant to be realized via facilitating 

mainly export-oriented investments by private enterprises, particularly SMEs; 

and to assist the PTA Bank to address its institutional weaknesses so that it can 

provide better services to its member states.  
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3.2 Role and Engagement of Sub-regional Development Banks  
 

3.2.1 There is still failure in the market for regional integration. This is mainly 

because of the nature of the two types of infrastructure needed to achieve the 

desired integration (hard infrastructure such as roads and soft such as 

harmonized laws, rules, regulations, and systems). Africa’s infrastructure 

needs far exceed the available resources to build it
10

. However, the funding 

gap is not the only hurdle facing regional integration. Projects or operations 

benefiting more than one country (helping regional integration) by nature 

often have difficulties such as consensus building and mobilization of 

partners.  
 

3.2.2 The sub-regional development banks have the opportunity to play a catalytic 

role in the process of regional integration via the development of intra-

regional trade, private sector and financial sector development in their 

respective Regional Economic Communities. They have access to policy 

markets, strong backing from their shareholders, and a clear mandate towards 

regional integration. If sub-regional banks play a bigger role in regional 

integration they will also remedy another aspect of failure in the market for 

regional integration, which is institutional failure, represented by lack of 

leadership. Sub-regional DFIs should be the leaders in regional integration 

projects by virtue of their mandate. 
 

3.2.3 Project sponsors looking for long-term funding for expansion or start-ups 

therefore continue to rely on PTA, EADB, and DBSA for long-term funding in 

their respective regions (IDC also engages in project financing in South 

Africa, but it does not loom large in the SADC sub-region). For example, 

EADB-assisted green-field projects account for 27% of its portfolio, which 

shows that start-ups (starved of long-term funding), are unable to rely on 

commercial banks in the sub-region. Apart from the mere provision of finance, 

the sub-regional DFIs also gave advice, and guidance to their sub-projects, 

albeit at a very basic level.  
 

3.2.4 PTA Bank has progressively repositioned itself as strong partner for private 

sector, including SME development, in the sub-region. With its modest capital 

base of USD 118 million, the bank estimates that it has catalyzed about USD 

3.1 billion of financial and development resources in support of small-scale 

private sector project and trade finance activities, and through its financing, its 

sub-projects have earned in excess of USD 500 million in foreign exchange 

and have created more than 40,000 jobs in the sub-region, thus contributing to 

the economic growth and prosperity of the sub-region. 
 

3.2.5 EADB approved USD 84.6 million worth of investments in 2007 of which about 

42% were in the infrastructure category comprised of Transport, Storage, 

Communication, Electricity, Water, Gas and Oil sector. Manufacturing, 

Construction, Hotels and Restaurants, Education, and Health accounted for 13.4%, 

28.4%, 6.8%, 4.0% and 5.8%, respectively. See Chart # 1 below.  

                     
10 COMESA own officials for example revealed that COMESA’s investment needs should be at 25% of the region’s GDP in 

order to achieve the coveted growth rate of 7% for the sub-region. The sub-region’s members currently investment a combined 
14% of GDP which leaves a gap of 11% of COMESA’s GDP in investment that needs to come from somewhere (aid flows or 

FDI). This 11% translates to $29.7 billion. 



 

10 

 

                                                   

                                          Chart # 1 EADB Investments by Sector  

 
3.2.6 During the year 2007, an additional USD 61.5 million was disbursed to 

various projects. Besides lending operations, the bank continued enhancing its 

treasury management function for purposes of better management of its 

liquidity as well as revenue generation. 
 

3.2.7 Among the three sub-regional DFIs reviewed, DBSA is by far the most advanced 

sub-regional DFI in the provision of advice to its sub-projects clients. DBSA has 

devoted substantial resources in form of technical assistance, training, and showed 

deep involvement in corporate governance issues. This in turn has resulted in 

stronger development impact making its contributions go well beyond its 

financial role.  
 

3.2.8 DBSA’s overall loan operations in SADC is approximately US$825 million of 

which 19% was used in funding multinational projects mainly large-scale 

infrastructure and PPP transactions including ADB subprojects like Mozal in 

Mozambique, Zambia Power Rehabilitation Programme, David Livingstone 

Safari Lodge, Tanzania Ports Authority, Ripple Fish Aquaculture Project. 

With the region experiencing significant energy constraints, DBSA has 

devoted a large portion of its portfolio to projects designed to alleviate the 

limitations in the energy sector. 
 

3.2.9 Business development and advisory services are offered to promoters during the 

project preparation and implementation but as earlier stated, these still need more 

development in both PTA and EADB to rise up to the level of services seen  at 

DBSA. The latter’s role is broad in South Africa, SADC, and beyond, including 

implementation of NEPAD’s initiatives, advocacy using seminars, conferences, 

technical assistance and project development.  

 

3.2.10 With the region experiencing significant energy constraints, DBSA has 

devoted a large portion of its portfolio to projects designed to alleviate the 

limitations in the energy sector. The volume of project approvals in the ICT, 

mining, private equity and agriculture sectors are consistent with the areas 

focus outlined in its corporate strategy. The 2008/2009 strategic plan for 

EADB Investments By Sector (2007) 
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DBSA intended the bank to act as a catalyst, draw in, and complement the 

involvement of as many development partners as possible. In this light, the 

achievement of long-term sustainable development in the region calls for 

concerted efforts and synergistic partnerships.  

 

3.2.11 Accordingly, DBSA will continue to direct its investments beyond traditional 

hard infrastructural assets, to include softer, smaller assets such as human and 

institutional capital, as these represent a major binding constraint to 

infrastructure and economic development, in both South Africa and the wider 

region. It will finance and facilitate public and private investment in 

infrastructure and broad-based economic growth, as a means of accelerating 

reductions in backlogs in basic services and assisting to achieve the goal of a 

one-half reduction of poor people living in poverty. 

         

3.3 Review of the Bank’s LOCs and Sub-projects  

 

3.3.1 During the period 1998 – 2008, one hundred and eleven (111) sub-projects in 

ten (10) member countries were approved under the seven ADB LOCs.  The 

total investment cost of all projects amounted to US$1.15 billion, 41% of 

which was financed from seven ADB LOCs extended to DBSA (U$374.37 

million), EADB (US$69.24 million), and PTA (US$30 million) totaling about 

US$ 473.25 million. See table # 2 below.  

 
Table # 2 ADB Approved Investments (in U$ million) 

US$ Million DBSA % EADB % PTA % Total 

Total Project Cost 764 66% 277 24% 114 10% 1,155 

Amount approved ADB 374 49% 69.25 25% 30 26% 473.25 

Number of projects 48 43% 48 43% 15 14% 111 

 

 

3.3.2 The total ADB approved amounts in South Africa was the highest, amounting to 

US$ 104.09 million (22%), followed by Mozambique, and Tanzania with 

investments of US$ 95 million (20%) and, US$ 94.77 million (20%) each, and 

Zambia with US$ 55.99 million (12%).   See Table # 3 below. 

 
Table # 3 Highest ADB Approved Amounts by Country 

Country of Investment  ADB Approved Amounts ($ Million) % 

South Africa  104.09 22 

Mozambique 95 20 

Tanzania  94.77 20 

Zambia 55.99 12 

Other  123.4 26 

Total (four countries)  473.25 100.00 

 

3.3.3 Moreover, in terms of number of projects it was found that 82% (92 projects) 

of the total number of projects (111 projects) resided only in four countries, 

namely; Kenya (12), Tanzania (20), South Africa (30), and Uganda (30). This 

constitutes a similar pattern found in total investment costs, as the two 

countries on the total investment cost as first (South Africa), and third 

(Tanzania) come here again as first and third. The inference here is that these 
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countries have a more conducive business climate compared to the others 

within the ECA, COMESA, and SADC regions.  

 

3.3.4 DBSA contracted four (4) sub-loans, 78% of the total LOCs, while EADB, 

with two (2) sub-loans had 15% of the total loans value.  PTA also with two 

(2) sub-projects, but one not yet disbursed make up for 7% of the total loans 

value.  Both DBSA and EADB have financed 48 subprojects, and PTA 15 

subprojects. 

 

3.3.5 A ratio of 46% of total investment cost can be classified as SME projects, 

while large companies accounted for 54% of total investment cost.  The LOCs 

enabled the sub-regional DFIs to meet the financing needs of infrastructure 

projects, but done little for small enterprises with an investment cost of less 

than US$1 million (not a single projects below U$1 million was financed by 

PTA for example).  

 

3.3.6 The objectives of all LOCs placed emphasis on making increased effort in 

SME lending. However, out of the 46% investment cost that went to SME 

projects, only 3% went to 26 small enterprises (investment cost less US$1 

million
11

).  Most of the small projects financed were in the transportation and 

construction sub-sectors.  

 

3.3.7 ADB approved amounts during the period under review (1998 – 2008) went 

mainly to infrastructure projects (US$263 million), followed by 

telecommunication (US$65) and manufacturing (US$55 million), and 

financial intermediaries (US$44 million), see chart # 2 for a percentage 

distribution of the approved amounts. The distribution of the amounts 

approved shows an apparent bias towards infrastructure, which appears in both 

ADB approved amounts and in total investment cost. This bias reflects the 

strategic objective of the LOCs that went to DBSA which were mostly 

directed towards infrastructure as per the development objectives of the 

Government of South Africa.  
 
 

 

 
 

 

 

                     
11 Key: SME – small –Project cost $1million and under, Medium –project cost $10 million and under, and Large –Project over 
$10 million which differs slightly from IFC classification of SMEs (Small: <$ 3 million total assets and Medium: <$ 15 million 

total assets) 
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Chart # 2 ADB approved Amounts by Sector in % 

 
     

3.3.8 A total number of 38 projects or 34% of all sub-projects are export oriented 

and some of them have a regional dimensions (regional private equity funds). 

The projects are mainly financing facilities extended to regional private equity 

funds, Zambia Electrical Power project, telecommunication projects in 

Tanzania, and agro-processing projects in Kenya and Uganda. Other regional 

projects are in the transportation sector connecting Kenya and Uganda.  

 

3.3.9 Over 70 projects (out of 111 projects) or 63% of all projects have been 

completed.  These are mostly infrastructure projects from DBSA’s project 

portfolio in South Africa, and projects either with short-term loans or asset 

lease.   

 

3.3.10 Out of all the projects, 23% fully paid and closed their loans via refinancing 

by commercial Banks. These projects were able to find better financing terms 

from commercial banks. Funding from commercial banks would usually be in 

the form of medium-term loans of 3 to 5 years repayment period, or fund 

projects on asset lease basis. 

  

4 Performance Evaluation of Bank Assistance  

 

4.1 Relevance of Bank Interventions  

 

4.1.1 Bank assistance to PTA is relevant, appropriate, and timely in terms of both 

Bank’s instruments and volume of lending and technical assistance. Lines of 

credit are in line with the ADB’s objectives to promoting private sector as an 

engine of growth in the region and contributing to expansion of intra-regional 

trade including facilitating communications through the financing of new 

communication technology projects.  

 

4.1.2 The Bank assistance is strategically aligned with the COMESA Member 

States’ plan to strengthen PTA Bank’s capacity to provide development 

assistance to local SMEs, as demonstrated by the GCI, and to promote 

regional trade and integration. The Bank’s participation in the PTA capital 

Investment Cost by Sector  %
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Other, 9%

Infrastructure, 56%
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increase and its comprehensive financing package are consistent with the 

ADB’s updated private sector operations strategy, which emphasizes SME 

development using financial intermediaries as development partners, in line 

with the Bank Group’s policy on regional and economic cooperation and with 

NEPAD objectives for regional integration and support to the private sector.  

 

4.1.3 Bank assistance to EADB is relevant and timely in terms of both Bank’s 

instruments and volume of funds. The LOCs are in line with the ADB’s 

objectives of promoting private sector as an engine of growth in the region by 

investing in small and medium size projects. The two TA packages are 

relevant in addressing the missing gaps in EADB’s risk management and 

treasury management and legal documentation practices. The participation of 

the Bank in the 1999 General Capital Increase helped to enhance the capital 

base and capital adequacy of EADB. 

  

4.1.4 ADB assistance is relevant being strategically aligned to DBSA’s objectives 

first in South Africa and then in the entire SADC region. The first and second 

LOCs, which were denominated in local currency (ZAR), are relevant in terms 

of contributing to the elimination of the backlog of infrastructure in the 

Republic of South Africa. The Country Assistance Strategy for South Africa 

has always seen intervention in the infrastructure sector as its main priority. 

The third and fourth LOCs are equally relevant and recognize the new 

objectives of DBSA of extending its interventions in the infrastructure sector 

to SADC countries and not just South Africa, and as a result, contained 

foreign currency denomination to support this focus.  

 

4.1.5 ADB LOCs approvals in the mining (28% US$ 90 million), private equity 

(10% US$39 million) and agriculture sectors (1% US$2 million) were 

consistent with the primary focus areas for financing outlined in DBSA’s 

corporate strategy, and ADB’s LOCs.  

 

4.1.6 It is worth mentioning however that the Bank’s assistance is still guided by a 

multitude of policies and strategies (see paragraph 3.1) as opposed to a 

coherent single strategy for dealing with the sub-regional DFIs. Furthermore, 

the objectives of the LOCs were too broad and were not accompanied by 

measurable intermediate outcomes.  

 

4.1.7 Overall, the Bank’s assistance to the three sub-regional DFIs under review 

(PTA, EADB, and DBSA), has been relevant, timely and in line with their 

respective policies, plans and strategies, as well as with the visions of their 

RECs. The Bank has successfully used the appropriate instruments and 

volume of funds, which conformed to the Bank strategy and to the strategies 

of the DFIs and the needs of their respective regions. Moreover, Bank 

assistance has been responsive to strategic shifts of operational focus as in the 

case of DBSA. The relevance component of Bank assistance has been rated 

Mostly Successful.  
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4.2 Development Outcomes 

 

a) Sub-Regional DFIs Business Performance  

 

Financial Performance of the Sub-Regional DFIs 

 

4.2.1 The Bank assistance contributed to the improved financial performances of the 

three sub-regional banks. The following comparative financial performance 

and ratio analysis of the three sub-regional DFIs (DBSA, PTA, and EADB) is 

shown in the table in Annex 8. 

 

4.2.2 DBSA leads the others in terms of efficiency and profitability with a return on 

assets (ROA) of 3.6% compared to PTA Bank’s 3%. ROA represents a bank's 

efficiency in managing its assets (loans). EADB on the other hand suffered a 

loss in 2007 resulting in a negative return on assets of 5.1%. PTA’s 

performance is a reflection of the success of turn around and better 

management of its assets. The ratio of DBSA’s operating expenses to income 

was 31.6% (at the end of March 2008), reflecting the efficiency in managing 

its administrative budget. PTA again comes a close second with operating 

expenses to income ratio of 33.8% while EADB’s operating expenses 

exceeded income by 39.9%. 

 

4.2.3 DBSA is the biggest of the three banks in terms of operating income which 

stood at $222.09 million (as of March 31, 2008), representing more than 

tenfold the operating income of PTA which stood at $22.06 million (as of 

December 31, 2008). EADB is the smallest of the three, with its operating 

income amounting to $4.96 million (as of December 31, 2008). 

 

4.2.4 DBSA with total assets of $3.31 billion dwarfs PTA’s $352.9 million and 

EADB’s $275.6 million. 

 

4.2.5 The review of the annual audited financial statements and reports of the sub-

regional development banks shows differences in LOCs contribution to 

development results and financial or economic situation. As outlined above, 

the financial performances of PTA and DBSA are comparatively impressive 

while EADB’s financial performance and situation should be of concern to its 

owners and stakeholders.  

 

4.2.6 The Bank assistance has contributed to the improved financial performance 

and situation of PTA and DBSA. Concerning EADB’s performance, ADB’s 

presence on the Board is of immense benefit as a stabilizing factor. The 

individual performances of sub-regional banks are elaborated in the following 

paragraphs. 

 

PTA Bank 

 

4.2.7 The PTA Bank’s shareholders recently under a GCI, doubled its paid-in capital 

and quadrupled its callable capital, a concrete expression of the important 

developmental role that the bank is expected to play following the remarkable 

turn-around in the institution’s operational and financial performance 
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engineered by the management team and Bank’s assistance. The restructuring 

had a positive impact on its income generating capacity arising from 

improvements in the quality of operations. The bank is now a stronger 

institution with increased capital base. 

 

4.2.8 Fitch asserts that PTA Bank's credit ratings rely primarily on the support from 

its shareholders. The People's Republic of China ('A+') and African 

Development Bank ('AAA'), together own 12.3% of the shares; in addition, 

they have subscribed callable capital, which means that they are committed to 

inject more capital should the need arise. 

 

4.2.9 PTA’s Gross Income (before interest and operating expenses) doubled, from 

USD 14.million in 2002 to USD 28.02 million as at 30 September 2008. PTA 

Bank has also successfully managed its expenses with total administrative 

expenses as a percentage of total income at about 20%. As a result, 

profitability has improved with net income rising from about USD 2 million in 

2002 to USD 6.6 million in 2007 and USD 14.5 million for three quarters up 

to 30 September 2008.  

 

4.2.10 PTA’s net profit for the period ended 30
th

 September 2008 was USD 14.53 

million up from USD 5.93 million in 2007. The return on capital employed for 

the period was 9.7% compared to 4.5% for the corresponding period in 2007.  

 

4.2.11 Although PTA Bank has achieved significant progress toward its goal of 

becoming a premier regional development institution, its resources and 

internal capacity are still limited. Therefore, PTA Bank relies on the ADB and 

other international organizations to help it to build capacity through technical 

assistance.  
 

EADB 

4.2.12 The latest financial performance figures of EADB have been disappointing. 

Despite being a recipient of Bank LOCs ((US$69.24 million), the impact of the 

LOCs on the bottom lines of EADB did not materialize as a result of the losses 

realized by EADB’s operations. 

 

4.2.13 The financial performance of EADB for the year 2007 as shown in the audited 

financial statements manifested a difficult period for the bank. The bank made 

a loss of $8.9 million in 2007 after having progressively reduced its losses to 

$4.2 million in 2003, returning to profitability with profits of $200,000 in 

2004, $1.4 million in 2005 and finally $4.6 million in 2006, and then a loss of 

$8.9 million in 2007. The decline in performance coincided with an increase in 

impairment losses on loans and advances. The loss notwithstanding, the 

bank’s interest income of USD 25.3 million was a 39% increase from the 

previous year’s level. However, income declined in 2008 while cost of 

borrowing and administrative expenses rose.  

 

4.2.14 Interest income decreased by 30% to USD 13.30 million (USD 16.73 million 

if suspended income is included) in 2008 from USD 18.90 million 

proportionate for the same period in 2007. Interest on borrowings including 

bonds was USD 7.52 million; 9% above 2007 due mainly to the increase in the 
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weighted average rate charged by Bank of Uganda on Apex lines - from an 

average of 8% in 2007 to 9% during the period.  Interest on loans from other 

banks was USD 1.32 million or 20% above the relative period attributed to 

high Treasury bill rates in Kenya during the period and a strong shilling 

KES/USD in the first half of the year. Total operating expenses amounted to 

US$ 5.17 million, 7% above 2007 period.  The expenditure was 7% above the 

comparison period mainly due to salaries of new staff, consultancies, and staff 

training.  

 

4.2.15 The most recent unaudited accounts for the year ending 31 December, 2008
12

 

shows an overall provisional loss of USD 0.20 million, which has been 

attributed to suspended income of USD 3.45 million, translation loss of USD 

1.10 million, impairment of some non performing accounts of USD 3.07 

million, low approvals and disbursements during the period. Write-backs of 

USD 1.71 million made during the period partially mitigated the earlier 

periods’ provisioning charges. The balance sheet shrunk by 4% from USD 

275.6 million as at 31 December 2007 to USD 263.12 million as at 31 

December 2008 attributable to normal repayments, prepayments, low 

disbursements, impairment of loans and advances and the translation effects. 

The losses are likely to be higher after review of the provisions by the external 

auditors, who would insist on more prudential provisioning.  

 

4.2.16 Apart from its poor financial performance and situation, EADB has been 

enmeshed in governance crisis, which threatens its long term viability.  The 

Director General (DG) left the bank on 15 December 2008 while the Board 

had earlier fired the Director of Operations in August 2008 and terminated the 

services of the Director of Finance thus creating a management vacuum. The 

gap may i) create uncertainty in the capital market especially among EADB 

corporate bondholders who provide local currency to the bank for on-lending 

and ii) shake investors’ confidence and negatively affect the viability of the 

bank. The bank’s operations have been slowed down following the partial 

suspension and subsequent resumption of lending by the Board of Directors 

with consequent reduction in loan approvals and disbursements. These 

coupled with the dearth of loan resources could further worsen the financial 

situation of the bank. There is also the need to restructure the bank with a bold 

turnaround and risk management strategy on both a medium and a long-term 

basis.  

 

4.2.17 Fitch rating agency undertook a recent review and affirmed the EADB at 

Issuer Default Ratings (IDR) at ‘B-’ (B minus) with Stable Outlook and Short-

term ‘B’ despite the substantial losses recorded by the bank in 2007. The 

rating agency had considered the support provided by the three member 

countries, and, by international development institutions owning shares of the 

bank. EADB’s three regional member states, Kenya (‘B+’/’B’), Tanzania and 

Uganda (‘B/B’), each own 27.3% of its capital, the remaining equity being 

owned by European and supranational development institutions, in particular 

the African Development Bank (AfDB). In addition to the paid-in capital, the 

                     
12 In determining the provisions in the fourth quarter 2008, based on the draft risk policy, the International Accounting Standard 
No 39 (IAS), 75 projects have been tested for impairment and a total provision amount of USD 4.507. During impairment 

exercise, projects that require close attention and monitoring have also been identified. 
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regional member states also own callable capital. This underscores the fact 

that despite its problems, EADB still has a vital role to play. 

 

DBSA 

4.2.18 The financial statements of DBSA for the 2007/2008 financial year show a 

total assets growth of 19% to ZAR 33.2 billion, due mainly to the 19.3% 

growth in income-earning assets while development loans grew by 15.3% to 

ZAR23.3 billion.   

 

4.2.19 Operating expenses at ZAR 589 million reflect an increase of 16.9% over the 

previous year. The cost-to-income ratio of 35.7% (33.8% in 2006/07) is well 

below the mandate of 45.0%. Return on assets and return on equity were 3.8% 

and 8.0% respectively as the asset and equity bases have grown. The surplus 

from operations of ZAR 1.27 billion (ZAR 1.28 billion in 2006/07) is 

attributable mainly to the increased net interest margins, the healthy equity 

investment returns and the managed operating expense levels.   

 

4.2.20 Fitch rating agency in November 2008 granted DBSA with a long-term IDR of 

BBB+ for foreign currency asserting that the financial performance is 

acceptable. The final rating had taken into consideration the 100% ownership 

of the South African Government and a callable capital of ZAR4.8 billion.   

 

4.2.21 DBSA’s loan impairment charge of ZAR331 million in 2007/08 (ZAR18 

million in 2006/07) to the income statement reflects the increased overall loan 

book and the increased investment in the private sector. The bank has 

increased its exposure to private sector intermediaries from an average of 

between 19% and 21% of the loan portfolio (2002/03 to 2005/06) to 23% 

(2006/07 and 2007/08). Non-performing loans have increased marginally 

year-on-year in line with the growth of the asset portfolio but as at the third 

quarter of 2008/09 financial year (31 December 2008), a total of R46.49 

million had been recovered from defaulting clients most of which were earlier 

transferred to the Workout and Recovery Unit (WRU). The overall default rate 

decreased slightly to 5.08% from 5.17% in the 2007/08 financial year.  
 

4.2.22 DBSA continues to move from strength to strength and continued on its 

previous record of profitable operations in both South Africa and the SADC 

region. Its internal processes and control have become stronger after the 

adoption of a bank wide risk management framework. Bank assistance 

contributed to PTA’s turn around enabling it to realize profits, and ensuring 

that its policies, process and controls are now firmly in place. Despite Bank 

assistance, EADB continued to suffer poor financial performance and 

governance crisis. The financial and operational performance of both DBSA 

and PTA is rated as successful, while the performance of EADB is rated as 

mostly unsuccessful. 
 

4.2.23 The overall financial performance of the Sub-regional banks was mixed. The 

LOCs have contributed to the financial performance of the DFIs via 

augmenting their funding bases and the provision of resources which were 

subsequently lent at profitable margins (but with less success in the case of 

EADB).  



 

19 

 

 

Sub-Regional DFIs Operational Performance  

 

4.2.24 The internal processes, practices and controls at the three institutions are in 

different stages of development and strength. All the sub-regional banks 

reviewed paid particular attention to Internal Control including Audit, Risk 

Management, Accountability, and Research. In some cases, they have received 

ADB assistance in strengthening some of these areas.  

 

4.2.25 The three banks have relatively effective systems of internal control, 

accounting, management information, and reporting in place. Different 

software applications are in use for different aspects but in one instance, there 

was a report of incomplete implementation of some applications and/or non-

compatibility as in the case of EADB. It is worth mentioning that the 

Enterprise Wide Risk Management Framework of DBSA is particularly strong 

and serves as a good model for other DFIs to emulate. This places DBSA in a 

league of its own when it comes to its internal controls, and risk management 

practice. PTA has come a long way towards improving its internal control and 

risk management practice as well. EADB is lagging behind in realizing 

improvements in the area of risk management and control.  

 

4.2.26 EADB audit functions have recently been strengthened with the creation of a 

full-fledged department and appointment of a Director of Internal Audit. 

However, it was observed that the Internal Audit Department at EADB was 

saddled with the non-audit responsibility for signing-off loans at the appraisal 

stage. Although the board described this as a temporary measure, this could 

compromise the independence of the Director of Internal Audit.  

 

4.2.27 DBSA’s internal audit approach is risk-based, with specializations covering 

Forensic (managed by Deloitte), IT, Operations and Treasury with relatively 

high level of independence. Being integrated with the risk management 

functions, risk audit is carried out by an independent external firm. The risk 

management structure is sophisticated, permeating all aspects of the bank from 

policy to pre-approval, from operations to provisioning.  

 

4.2.28 ADB has been supporting the process of restructuring of the DFIs, namely 

EADB, and PTA. ADB’s technical assistance package that accompanied the 

LOCs operations has been utilized in establishing and integrating 

Environmental Management System (EMS) into their  polices and strategies.  

The DFIs EMS comprised of an Environment Policy, Procedures, and 

Guidelines that are consistent with ADB standards for assessing the 

environment and social impacts of its projects. 

 

4.2.29 Despite their recent advances, both DBSA and PTA’s monitoring and 

supervision practices are still financially based. Neither DFI tracks well-

defined development outcome indicators, nor do they report it in their 

supervision report. Most multilateral development banks now have results 

based monitoring and evaluation systems, which seems the next logical step 

for improvement in the DFIs.  
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b) Development Outcomes and Economic Sustainability of Sub-projects  

 

4.2.30 The LOCs provided resources to meet the foreign exchange needs of private 

sector enterprises, and public / private infrastructure project funding. Total 

funding provided by ADB was US $473 million for 111 projects. The sub-

projects contributed to generating employment of over 14,800 jobs, earning, or 

saving foreign exchange of about US$10 million annually, and enhancing the 

flow of trade in the sub-regions.  
 

4.2.31 The Sectors of Mining, telecommunications, and agriculture/agro-processing 

account for 60% of all jobs created or sustained. The average investment cost 

amount per job created ranges from US$ 18,000 to US$ 147,000 with an 

average investment cost of US$ 10 million per project.  
 

4.2.32 The regional impact of the three DFIs’ was in terms of export to other regional 

member countries, sourcing of raw materials and, in some cases, employment 

opportunities opened in the sub-region.  A total number of 37 projects out of 

111 projects are export-oriented and some have a regional dimension.  
 

4.2.33 The sub-projects demonstrate a wide disparity of investments, business 

characteristics and strategies. The main factors which impacted on project 

outcomes have been categorized into six areas namely (i) project design and 

market conditions, (ii) implementation delay and financing, (iii) management 

and operational issues; (iv) receivership and refinancing (including litigation 

with promoters), (v) political stability (plus other exogenous factors) and (vi) 

others. It must be stated that the technical assistance which DBSA offers its 

clients addresses most of the issues thus minimizing their impacts. Table 4.1 

below summarizes the rating of these factors. 

 
Table 4.1: Rating of Factors Impact on Sub-Project Performance/Outcome 

 

 

FACTOR 

RATING (in order of importance) 

EADB PTA AVERAGE 

Project design and market conditions 3 4 4 

Implementation delay & financing  1 1 1 

Management and operational issues 2 3 2 

Receivership and refinancing 4 6 5 

Political stability (Exogenous factors) 5 2 3 

Others 6 5 6 
 Source: ADB Analysis of Questionnaires   

 

4.2.34 Overall, 55% of the cases of non-performing sub-projects are failing due to 

implementation delays and financial problems, which include inadequate 

equity contribution, working capital problems and cost over-run. This factor 

has greatest impact on the outcomes of the sub-projects followed by poor 

management and operational problems. Political stability and other exogenous 

factors rank next; as an example the impacts of the political situation in 

Kenya, and Zimbabwe. This is followed by project design and market 

problems, mainly due to poorly prepared feasibility studies resulting in 

perpetual finetuning and alteration of the project design, along with lack of 

market information or market access.  

 



 

21 

 

4.2.35 The problems of litigation on sub-projects under receivership also affected 

project outcomes. With regard to start up projects, underestimation by the 

bank is a common factor coupled with lack of project implementation 

capability. The consequent implementation delays often lead to depletion of 

capital, rescheduling requests and loan impairment. The problems seem more 

amplified for the smaller businesses (SMEs) i.e. those under US$ 1 million. 

The absence of a relevant track record is cited for example in EADB 

documents as a serious factor of impediment
13

. Inadequate sponsors’ financial 

capacity to meet cost overruns, delayed implementation, and failure to attain 

break-even capacity are the others. Projects under receivership and in workout 

still have a good chance of turn-around though, which could mean an eventual 

positive development impact. 

 

4.2.36 Implementation delays are experienced for some subprojects and reasons 

ranged from insufficient equity, lack of working capital and, lack of 

preparation (which leads to costs overrun). Limited project implementation 

skills of promoters and lack of familiarity with procurement procedures, and 

compliance with environment and health and safety regulations. Furthermore, 

as highlighted in EADB documents, borrowers are in a tremendous need of 

intense technical assistance and management advisory services to be provided 

from preparation phase and throughout implementation. 
 

4.2.37 Subproject promoters are deficient in providing information hence the DFIs 

has to dedicate extra time to ensure compliance with the reporting 

requirements. Borrowers are required to provide quarterly management 

accounts to enable the assessment of performance. However, this information 

is rarely available and if available it is not submitted on time. For example, the 

Portfolio Management Department (PMD) at PTA has five professional 

portfolio managers handling around 58 active loans with an average of one 

professional for 12 loans, which is on the high side. In addition, the PMD staff 

profile is largely comprised of financial analysts and economists. The lack of 

environmental specialists and engineers to follow up on implementing issues 

and provide technical advice on how to comply with EHS and develop the 

businesses is a real gap. 
 

4.2.38 Two out of the three projects in receivership are in the Agro Marine and Food 

Processing sector, which were hit hardest by the falling supply of fish. Both 

Begumisa and Uganda Marine are failed fish processing plants. The main 

reason for the collapse was inadequate fish supplies on Lake Victoria (both 

plants got fish from the lake) resulting from over fishing in recent years in all 

three countries (Kenya, Uganda and Tanzania). Other reasons can be attributed 

to internal weaknesses such as poor management and lack of adequate 

working capital (poor financial management).   
 

4.2.39 Promoting public-private partnerships, especially in the infrastructure and 

agriculture industries is an area where the three DFIs are having a positive 

impact, relieving pressure on public budgets. However, EADB and PTA do 

little to encourage reforms and enable environments that establish the right 

conditions for businesses to flourish. 

                     
13 Portfolio Status as at September 2008 
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4.2.40 Two sub-projects are used to demonstrate the mixed outcomes of project and 

LOC performance. A typical SME project with multiple performance 

difficulties is Gatoka Flowers Limited, a flower farm located in Thika, 

Kenya
14

 financed by PTA; and the large aluminum smelter project, Mozal in 

Mozambique with an annual production capacity of 506,000 tons per annum, 

which benefited from two DBSA loans from two of the ADB LOCs.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

       
 

 

 

 

 

 

 

4.2.41 In conclusion, the sub-projects business performance was rated mostly 

successful (for the three DFIs). There has been a number of sub-projects that 

faced difficulty due to issues with their supplies and general management 

weakness. However, the vast majority of the projects reviewed were a viable 

business concern, which contributed to the overall development of the 

economy in their respective regions and provided forward and backward 

linkages creating a more enabling environment for private sector development.    

  

                     
14 The growth prospects on Kenya particularly took a nosedive (from 7.15% in 2007 to 1.75% in 2008) this was mainly due to the 

double effect of the post election violence in 2008 and the financial crises. However, forecasts for growth in Kenya were nudged 

to 2.5 % for 2009.  

 

Box 1 – Mozambique, SADC Sub-region, Maputo Province, Mozal Aluminum Smelter Project  
 

Project Description  

Mozal aluminum smelter is located in the Maputo province of southern Mozambique. The project began 

in July 1998 and with a budget of US$1.18 billion, was the first major development in Mozambique for 

30 years and the country’s largest private investment ever. Mozal is one of the largest smelters of its 

kind, producing more than 500,000 tons of aluminum per year. 

 

Development Impact: 
The operation currently employs more than 1,100 people. During two construction phases, the project 

contributed more than US$160 million to the local economy, principally through the employment of 

Mozambican labor and the use of local contractors and suppliers. Since operations began, expenditure in the 

local economy has grown to over US$180 million per annum. More than 5,000 workers/employees were 

given training during the construction and commissioning phases. 

 

The development impact of the Mozal smelter on the infrastructure of the Maputo Province is 

significant. For example, the infrastructure related to the establishment of the Mozal smelter improved 
roads network and bridges, telecommunications systems, water and sewerage systems, upgraded harbour 

facilities and electricity supply.  

 

Mozal I contributed approximately US$160 million per annum to the GDP of Mozambique, generating 

export earnings of US$430 million per annum and tax revenue of about US$4 million per annum to 

Government of Mozambique.  
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c) Environmental and Social Effects of the LOCs  

 

4.2.42 The sub-projects funded by proceeds of ADB LOCs were required to comply 

with ADB’s environmental requirement and with national environmental laws 

and regulations. Furthermore, PTA’s Environmental and Social Management 

Policy Guidelines, implemented with the assistance of ADB and FMO, 

comply with national laws and regulations of its member countries. Two 

officials of PTA Bank attended the Environmental Workshop organized by 

DBSA in Cape Town in 1997.  

 

4.2.43 As part of its corporate social responsibility activities relating to the 

sustainable development of Lake Victoria Basin, EADB made a financial 

contribution to the Strategic Partnership Fund for the Lake Victoria Basin 

development. The PTA’s funding for empowering women under WISE in 

Burundi after the civil conflict (see paragraph 4.2.59) also fits in here. 

 

4.2.44 Two initiatives of the DBSA with strong environmental and social impact are 

the Syenzea Manje and Vulindlela Academy. The former, managed and 

funded by DBSA Development Fund, the capacity-building arm of the bank, 

was established to provide development assistance to municipalities with low 

capacity, high levels of poverty and service delivery backlog. The Fund 

incorporates environmental issues in its operations and pays particular 

attention to the environmental impact of its interventions by including 

environmental impact assessment (EIA) in all its operations. All the 

municipalities that benefited from the Fund’s assistance comply with the 

environmental management legislation of South Africa.  

Box 2 - Kenya – COMESA Sub-regional, Thika – Central Province, Gatoka Flowers Limited 

 

Project Description  

Gatoka Flowers Limited located in Thika, Kenya is an export-oriented project, which is currently a loss-

making venture. The company grows and processes flowers for export to the EU market through the 

Amsterdam auction. It also does direct marketing in the UK, but on a small scale.  Turnover for the past three 

years has been at almost the same level (a bit over US$4.37 million), except for 2007 were it declined by 33% 

to US$2.93 million. The operating profit of the project has however been declining.  

 

Challenges Facing the Project 

The sponsor is falling behind in repayments of the Loan despite the recent rescheduling, and has 

promised to regularize the loan by March 2009. Total company exposure to PTA is US$1.02 million: 

capital due US$831,313. Arrears of US$127,894, and interest charges US$61,789. It is worth saying 

however, that the working capital position of the company is below acceptable limits.  

 

The Project is now replacing old rootstocks with new ones to boost production and help improve the 

declining trend in operating profit. Project difficulties came through poor farm management , which 

caused repeated crop losses. However, during our latest visit it was noted that the project had just 

employed a manager who appeared well qualified to run the farm.   

 

The farm used to employ some 600 people at its peak but now employs just over 330.  Wages were 

within the statutory minimum wage.  The farm was affected by the post election violence, which left a 

huge skill gap yet be filled.  
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4.2.45 The capacity building programs financed by the DBSA Development Fund 

include training officials to equip them with the skills needed to plan and 

implement projects in an environmentally responsible manner. The DBSA 

Vulindlela Academy, a knowledge dissemination program, aims at supporting 

capacity building and training in the region. It offers training to public sector 

and municipal officials from South Africa and from DFIs in the region in 

critical areas such as finance, project management, and strategic planning. The 

approach combines academic work and practical case studies. 

 

4.2.46 Although the review found (based on the questionnaire) that 90 percent of the 

sample sub-projects had satisfactory or better ESHS outcomes, this was not 

confirmed by the results of the sub-projects visited. The sub-projects visited 

had not implemented a good Environmental Management System (EMS), had 

not trained their staff, and/or did not regularly submit annual ESHS reports to 

DFI. 

 

4.2.47 It can be concluded that the development outcomes of the interventions under 

review have been positive. The development outcomes were given a rating of 

mostly successful. The outcomes are impressive concerning job creation, and 

contribution to overall growth. Issues concerning sound environmental 

management remain a challenge despite the best effort of the DFIs.  

 

d) Impact on Private and Financial Sector Development 

 

Private Sector Development  

 

4.2.48 ADB LOCs and co-financing from other sources have contributed to 

increasing investment resources to support private sector development. 

However, the sizes of the LOCs may result in a limited contribution towards 

meeting the financial and private sector development needs of the three 

regional DFIs. 

 

4.2.49 The main comparative advantage of Sub-regional DFIs over Commercial 

Banks is in their focus on supporting private sector development, SMEs, 

financial sector development. While the Sub-regional DFIs have specific 

development goal and objectives, the Commercial Banks are primarily driven 

by profits, and the development outcomes of their operations are a secondary 

issue. It should be acknowledged that the Commercial Banks  make significant 

contributions to development by the very nature of their roles. The sub-

regional banks are the ones who provide long-term financing to start-ups, 

thereby empowering such projects to obtain additional finance elsewhere. The 

commercial banks would rather wait until they have scaled up from the initial 

start-up stage, when the risks are higher. This is apparent in a number of 

promoters re-financed their PTA and EADB loans via fresh resources from 

commercial banks after they has scaled the initial start-up stage when the 

project risk were higher. The previous case was also seen in a number of 

projects financed by EADB such as the Yuasa Battery Ltd, Millennium 

Business Park, Ilboru Safari Lodge, and Apartment Hotels. 
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4.2.50 In today’s turbulent economic times, the role of sub-regional DFIs is even 

more important. Commercial banks in Africa were reluctant to lend to start-

ups in good times, and now that credit is drying up, and most bankers are 

becoming more risk-averse, funding for start-ups is increasingly challenging. 

Considering Sub-regional DFIs (which invest in a counter cyclical manner) as a 

solution to the failure of the market for long-term funding makes even more 

sense now in the current financial environment. 

 

4.2.51 Most of the National DFIs could not historically serve as an effective channel 

for Bank assistance to their respective countries, and as a result, the Bank has 

been reluctant to extend LOCs to national DFIs. However, DBSA has been 

offering assistance including to some National DFIs, which include TAs. In 

doing so, DBSA has shown that sub-regional DFIs could play a role in 

supporting national DFIs. This is particularly important because national DFIs 

still represent the only source for MSMEs financing in a large number of 

RMCs. Sub-regional DFIs have local knowledge and presence in the sub-

regions in which they operate, and could help in improving the governance 

practices of national DFIs.  

 

4.2.52 Another area of significant comparative advantage is the nature of products 

and services offered by the sub-regional banks. Technical assistance, albeit on 

a limited basis in the case of PTA and EADB, is used to back up the long-term 

finance for supporting expansion and growth, and mentoring of green field 

projects. The commercial banks also offer advisory services in support of their 

overdrafts and other short-term facilities but mainly to existing businesses. As 

stated earlier, DBSA offers a broader range of assistance to start-ups. While 

this is vital for running of the projects, there is also the need for long-term 

finance, a challenge that is more acute for enterprises that need capital 

equipment for production activities. As noted earlier, the financial sector in 

COMESA (this covers the entire EAC area and part of SADC) has proved 

ineffective in mobilizing adequate savings for private sector development in 

the sub-region.  

 

4.2.53 Socio-economic development is the ultimate goal of the banks’ operations 

although the banks reviewed are not evaluating these impacts themselves. 

DBSA is the only sub-regional DFI that has an Evaluation Department within 

its structure. However, the department is yet to develop its working modalities 

to the level of the international best practice with commensurate level of 

independence. There is need for standardization to establish a clearer 

evaluation framework, including rating criteria, and the inclusion of review of 

internal processes apart from operations evaluation. 

 

4.2.54 The three DFIs support private sector development mostly by providing 

financial assistance to private enterprises and financial institutions in their 

respective sub-regions. They have successfully implemented the strategy to 

support investment in projects that met country-specific development needs in 

the four priority sectors (infrastructure, SME, exports and financial sector), 

among others.  
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4.2.55 The DFIs assisted by ADB cannot ensure success simply by  playing an active 

role project financing, as success in many instances will depend on the DFIs 

also providing extensive help, advice, and guidance throughout the period 

when it is associated with a project. If the DFIs are to contribute to 

development in their respective sphere, or in Africa in general, they will have 

to devote substantial staff time to structuring and supervising relatively small 

investments, even if it does not recover the full costs of these efforts. 

 

4.2.56 Business development and advisory services to promoters / sponsors during the 

preparation and implementation of the projects are yet to be developed in 

EADB and PTA. As highlighted by promoters during the site visits, clients are 

in serious need of innovative products and services that could strengthen their 

capabilities in terms of project preparation or implementation. A good 

knowledge of the sectors and the regional context/environment in which DFIs 

operate is paramount.   

 

4.2.57 However, apart from DBSA, both PTA and EADB’s role in successful 

investments has done little more than provide necessary financing and 

financial advice. DBSA has made crucial contributions going well beyond its 

financial roles, giving technical assistance, special advice, training, and 

involvement in corporate governance issues.   

 

4.2.58 In 2008, PTA bank provided funding to a women’s group called WISE in 

Burundi for specific purpose of empowering women after the civil conflict in 

that country. WISE (Women’s Initiative for Self Empowerment) is a 

microfinance institution working with women in Burundi. Its main objective is 

to provide collective borrowing power and resource mobilization to finance 

individual projects of its members. This is a contribution to private sector and 

microfinance development, and gender equity in a post conflict situation. 

 

4.2.59 Most of the sub-projects assisted are private sector promoted. The 

development impacts are demonstrated by the project impacts such as job 

creation, skills training and management development, social development 

through provision of social services, environmental health and safety (EHS), 

expanded financing options, and sound corporate governance. 

 

4.2.60 DBSA seems to have developed appropriate responses to the problem of re-

financing by sub-projects after the initial high-risk phase with clauses in the 

loan agreement. Prepayments are priced at market value whereby the borrower 

will be required to pay in addition, the difference between the loan rate and the 

market rate. Sharing experience in this regard could be a useful experience 

among the three DFIs. 

 

Financial Sector Development  

 

4.2.61 The capital markets in the sub-region, with the exception of South Africa, are 

mostly underdeveloped. In the EAC, the support for capital markets activities 

by EADB has been notable not only in its participation in issuance of Bonds 

but also contributing towards the markets’ modernization. EADB pioneered 

the issuance of corporate bonds in the region. So far, the bank has issued nine 
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bonds: 4 in Kenya, 3 in Tanzania and 2 in Uganda. The EADB bond was the 

first listing to be traded in the Uganda Securities Exchange. EADB together 

with other investors, made an equity investment in Central Depository and 

Settlement Corporation (CDSC), an establishment whose mandate is to 

automate the equity depository system, therefore de-materializing the 

settlement system in the Nairobi Stock Exchange. 

 

4.2.62 DBSA manages private equity funds with a strategic focus on addressing 

market failure in the industry and enhancing capital markets development. It 

supported funds in the range of US$ 21.73 million (approved) and committed 

US$97.67 million to three private equity funds: Pan African Infrastructure 

Development Fund, which aims to mobilize public and private sector expertise 

and financial resources for infrastructure projects in African countries by 

providing equity, quasi-equity, and convertible debt. The Medu Capital Fund 

II (DBSA provided US$ 10.71 million) mobilizes funding for Black Economic 

Empowerment (BEE) transactions and supports the development of a black 

management firm in the private equity industry.  

 

4.2.63  The Medu Capital Fund II intends to focus on privately owned medium-sized 

companies, generally owner-managed or family businesses that need skills in 

areas such as financial management, corporate governance, and strategy. The 

third is the Argi-Vie Private Equity Fund which promotes and supports 

agribusiness in the SADC region. Given the significant lack of equity risk 

capital to finance agribusiness transactions, DBSA’s participation in this Fund 

allows it to play a catalytic role in developing financial instruments to provide 

access to long-term risk capital in the agribusiness sector.  

 

4.2.64 Considering their size, the LOCs contributed to the growth of private 

enterprises and private sector as well as financial market development beyond 

the sub-regional DFIs themselves. The private and financial sector 

development component of the LOCs is rated as satisfactory.  

 

 

4.3 Bank Investment Profitability 

 

4.3.1 The profitability of the LOCs from the Bank’s perspective could be assessed 

using the lending spread and fees (front-end fee and commitment fee) charged 

by the Bank for each operation. The overall Bank Investment performance is 

also assessed based on DFI’s current repayment status (interest, fees, etc) and 

the likely future debt-servicing capacity of the DFI as well as the sub-projects.   

 

4.3.2 Historical cost of funds for the period 2000 to 2008 indicates that over the 

duration of the transaction, the weighted average cost of fund (WACC) for US 

dollar calculated on the loan balance is 3.52%. Funding margins are not 

applicable to loans approved after May 2005 and since that date, front end and 

commitment fees are applicable only to private sector’s loans, loans to MICs 

are waived.  The average US dollar Libor for the same period is 3.67%. Since 

all the loans are priced above Libor usually plus a margin, the interest rates 

compare favorably to the WACC. Therefore, from this perspective, the Bank’s 

investments are profitable. 
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4.3.3 All the DFIs have been consistent in their performance concerning the debt-

service obligations; hence, their capacity to service the debts in the future is 

not in jeopardy even in the case of EADB despite its current operational 

situation.  

 

4.3.4 The financial internal rate of return (FIRR) to the Bank was 4%. The 

computation based on the actual flow of disbursements and repayments up to 

last quarter of 2008 and projected to the anticipated normal period of 

completion of repayment. The FIRR thus compares favorably to the WACC 

meaning that the LOC is profitable, as the FIRR is greater than the WACC.  

The economic internal rate of return would be much higher if the economic 

benefits were fully captured and quantified.  

 

4.3.5 The Bank’s Lines of Credit to the sub-regional DFIs have been profitable in 

financial terms, the Bank profitability was rated mostly successful.  

 

4.4 Performance Assessment of Bank Technical Assistance and Equity 

Participation  

 

4.4.1 Bank’s Technical Assistance to Sub-regional banks has been carefully 

designed, and mostly successfully disbursed. However, implementation was 

constantly mired in delay. Bank’s approved TA grant to PTA during the 

period under review totalled approximately US$ 2 million, which constituted 

the biggest source of funding in the successful restructuring of PTA bank. 

However, ADB’s TA to EADB (2003), which amounted to US$ 1.24 million 

(UA 0.9 million) did not achieve similar success. The only TA to DBSA has 

not been implemented. 

 

4.4.2 Bank’s equity participation has strengthened the capital base of both PTA and 

EADB, and improved their creditworthiness and ratings. The Bank is currently 

holding 5.76% of the total share subscription of PTA bank, which amounts to 

approximately US$ 68 million. ADB’s holdings in EADB stands at 7.8% 

(US$ 6.75 million) of the total paid up capital of ADB. ADB’s presence on the 

board of PTA has been acknowledged as effective and as a boon to the quality 

of board’ decisions.  However, the Bank’s presence on EADB’s board did not 

help in averting neither EADB’s recent losses nor its subsequent governance 

crisis. 
 

Technical Assistance  

4.4.3 The first technical assistance package to PTA during the period under review 

came in 2003 as a part of the second LOC to PTA and amounted to US$ 0.95 

million (UA 0.68 million). The package envisaged helping PTA establish its 

risk management policies, procedures, and structure, increase its 

environmental compliance, and improve the quality of its operations. 

Discussions with PTA management confirm that this TA package has been 

timely and relevant. PTA management asserts that after conducting the 

diagnostic study (2001 – 2002), most of the resources dedicated to the process 

of restructuring were depleted, and PTA needed additional funds to implement 

the recommendations of the study.  
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4.4.4 ADB’s technical assistance also helped PTA Bank to establish its 

Environmental Management System (EMS). PTA’s EMS comprised of an 

Environment Policy, Procedures, and Guidelines consistent with ADB 

standards for assessing the environment and social impacts of its projects. 

Furthermore, the Environmental Policy Guidelines accord with the national 

environmental laws, regulations and standards in member countries, include 

elements on public consultation and comply with the standards set out by the 

ADB. 

 

4.4.5 There were implementation delays on ADB’s part because of the restructuring 

exercise undertaken in the Bank in 2006, which transferred the responsibility 

for LOCs operations from the public sector department (ONIN/OSGE) 

window to the Private Sector Department (OPSM). The resources earmarked 

for the first Technical Assistance to PTA approved in 2003 was not utilized 

until 2006.  

 

4.4.6 The TA package that accompanied the second LOC to PTA was utilized in 

establishing its Environmental Management System (EMS). PTA’s EMS 

comprised of an Environment Policy, Procedures, and Guidelines consistent 

with ADB standards for assessing the environment and social impacts of its 

projects. Furthermore, the Environmental Policy Guidelines recognize national 

environmental laws, regulations and standards in member countries and include 

elements on public consultation and a special section on compliance with the 

standards set out in the World Bank/IFC/ADB as well. However, PTA’s gender 

profile remains skewed and there is no evidence that ADB’s assistance has 

actually contributed to improvement in the gender profile at PTA.  

 

4.4.7 The Second TA package to PTA (US$ 1 million), was approved in 2008 and 

has not yet been fully utilised at the time of this review. The objective of the 

first TA was to improve the quality of the bank’s risk assets and portfolio via a 

reduction in NPLs from 25% in 2004 to 7.9% in 2007, and a reduction in the 

proportion of arrears from 29% in 2003 to less than 10% of portfolio by end 

2006. This has been substantially achieved. The NPLs/Gross Loans was 

reduced from 25% in 2004 to 7.9% in 2007.   

 

4.4.8 The 2003 Technical Assistance component helped PTA to implement the 

recommendations contained in the 2001 Diagnostic study on corporate and 

organizational restructuring, investment portfolio, policies and systems and 

future operational strategy and to put the policies and procedures for risk 

management, environmental compliance, and portfolio management in place. 

However, PTA’s current risk management system still has no Credit Scoring, 

to facilitate risk-based pricing of loans. Moreover, PTA still does not have a 

funds transfer system to assist in recognizing profit centres performance 

measurement. 

 

4.4.9 ADB’s technical assistance to PTA enabled the latter to undertake its 

restructuring, emerging as a more robust financial services institution with 

improved prospects of obtaining funding from other bilateral donors including 

the China Development Bank. However, ADB’s TA to EADB (UA 0.9 million 
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in 2003) which has been well designed, and carefully targeted at its risk 

management and treasury management practices, does not seem to have 

achieved the desired effect considering the current practices still in place.   

 

4.4.10 The Bank approved a technical assistance grant of UA 0.9 million 

(approximately US$ 1.24 million) to EADB in November 2003 (attached to 

the 7
th

 LOC to EADB). The first disbursement took place in November 2005 

and by July 2008 a total of US$ 1 million (representing about 81%) had been 

disbursed to EADB. The TA component was to develop a new risk 

management and policy for EADB by the end of 2004, and to set-up a 

functional Treasury Department within 12 months.  

 

4.4.11 To the present date, EADB still uses the risk management policy approved by 

its board in 2000, which no longer addresses the issues in its current operating 

environment. The Treasury Department of EADB is still manned by the 

Treasury Manager alone. The bank selected Iflex to implement the Flexcube 

system as its core banking software. Flexcube contains modules for loans and 

deposits, money market, letters of credit, and securities, which the Treasury 

Manager contends is more suited to a commercial banking and has not been 

customized to their own needs.  Two treasury modules (FX and Securities) are 

still not yet implemented. Moreover, the two members of staff who received 

training in India (by the firm iflex) have already left the bank. Flexcube is a 

reputable software package, however, it is used almost exclusively by 

commercial and investment Banks.  

 

4.4.12 The objectives envisaged by the TA component at appraisal, particularly on 

risk management and that the Treasury Department would be fully set-up and 

functional within 12 months have not been fully achieved.  

 

4.4.13 The second TA package was aimed at connecting the three LANS in the 

EADB offices in Kampala (Uganda), Nairobi (Kenya) and Dar As salaam 

(Tanzania) with a VSAT link to form a Wide Area Network (WAN) and to 

establish a Management Information Systems (MIS). Odessa Technologies 

from the USA has been contracted to implement Leasewave, which is a 

special purpose application for EADB’s Asset Leasing business.  To date the 

Leaswave system is not yet fully implemented.  The TA’s objective of 

providing an MIS to provide management with timely operational and 

financial information for effective decision-making has only been partly 

achieved.   

 

4.4.14 The fourth LOC to DBSA was designed to be complemented with a technical 

assistance grant of US$ 1 million from the Japanese Fund for African Private 

Sector Assistance (FAPA) to be utilized at the sub-projects level for capacity 

building. The areas identified for capacity building were: (i) Environmental 

Preservation and Management; (ii) Cleaner Production and Process 

Management, and (iii) Training in Corporate Governance and Management. The 

FAPA grant agreement however, was not signed and only the LOC agreement 

went through. DBSA management indicated their intent to follow up the 

utilization of the FAPA grant.  
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4.4.15 Bank’s technical assistance enjoyed a mixed success. ADB’s TA has helped turn 

around PTA, but it was largely unsuccessful in the case of EADB. The TA 

offered by ADB has been providing selective solutions to weaknesses arising at 

the sub-regional DFIs rather than take a global view of requirements to strengthen 

them all together. 

 

Equity Participation  

4.4.16 The Bank’s equity investments in sub-regional DFIs namely PTA and EADB 

are not necessarily aimed at reaping dividends from the profit of those banks. 

Rather, surpluses are expected to be ploughed back for the overriding 

development objectives of the DFIs, which is the actual purpose of Bank 

investment. The effectiveness of the Bank’s equity participation would 

therefore be assessed through contribution to resource mobilization for the 

development objectives, and from ADB’s contribution via its representation 

on the DFIs’ boards in improving the quality of board decision making.  

 

4.4.17 ADB’s equity participation in EADB for example, has given ADB a seat on 

EADB’s board and council, which has been a key stabilizing factor 

particularly during the governance crisis. EADB places high value on the 

Bank’s contribution especially the contribution of the board representative, 

who was reported to regularly attend meetings and report diligently to the 

Bank with comments and recommendations. Despite the Bank’s shareholding 

being below the threshold of 10% required for a board seat (ADB’s share is 

currently at 7.8%), the representation is retained.  

 

4.4.18 The endorsement effect of the ADB’s investment in the institutions has 

attracted better credit rating and influenced the decisions of more shareholders, 

and helped to raise funds in the international financial markets. ADB is the 

only one with AAA rating among PTA’s shareholders and its stake in PTA has 

been a positive factor in the current credit rating and is expected to help the 

bank raise funding from international capital markets. Available records and 

interviews with officials of the banks confirmed that the participation of ADB 

representative on the board of directors has been constructive and effective. As 

an example, ADB’s representative on the PTA Board of Directors has not 

missed a single meeting for the past three years. PTA management confirm 

that the Bank representation on its board has enabled them to draw on specific 

experience and knowledge, which impacts on their policy and strategy as well 

as technical and implementation issues leading to improved performance.  

 

4.4.19 Not being deposit-taking financial institutions, sub-regional banks depend 

mainly on their ability to tap into long-term funding resources efficiently. 

Apart from equity, funds from the international capital markets and LOCs 

from multilateral and bilateral development institutions, such as the ones from 

the ADB, are the main sources of resources for on-lending. Tapping into the 

international market depends substantially on their international credit rating 

as well as those of their owners.  

 

4.4.20 PTA had considered issuing bonds in the international markets to raise 

funding. However, the current impact of the global financial and economic 
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crisis had forced it to postpone such plans, which could be revived in the 

future when market conditions improve.  

 

4.4.21 Overall, the Bank’s equity participation has helped boost the capital base of 

the sub-regional banks and improved their credit ratings. However, absolute 

dependence on a single source could stifle the growth of sub-regional DFI’s 

and impair their ability to deliver on their mandate. Tapping into the 

international as well as local capital markets for long-term funding (via bond 

issuance) holds the promise of freeing sub-regional DFIs from the 

unpredictability of donor resources.  
 

4.5 Bank’s Role and Contribution (Additionality) 

 

4.5.1 The African Development Bank’s mandate is to contribute to the sustainable 

economic development and social progress of its regional members 

individually and jointly. The Bank is well positioned and has a considerable 

comparative advantage that enables it to be additional to Sub-regional DFIs 

operating in various sub-regions across the continent. The African 

Development Bank represents a collective instrument to leverage the efforts of 

the international community to deal with pertinent issues to African 

development such as regional integration and private sector development. The 

Bank’s comparative advantage comes from possessing unique capacities and 

experiences in Africa, access to heads of states and government officials as 

well as the fact that the Bank is a shareholder in PTA, EADB, and BOAD. The 

Bank also has an excellent working relationship with DBSA, as well as full 

partnership in other initiatives. 
 

4.5.2 ADB’s LOC assistance has enabled these banks to obtain long-term funding 

that is necessary for their own ability to engage in long-term on-lending to 

their sub-project beneficiaries. ADB assistance in DBSA’s case, made a 

special contribution by providing the funding needed to expand DBSA’s 

ambitious infrastructure interventions program in South Africa (1st and 2nd 

LOCs), and in the SADC region (3rd and 4th LOCs). The Bank has therefore 

contributed to bridging the gap between the infrastructure needs and the 

resources available to finance its construction.  
 

4.5.3 ADB’s equity investment in PTA has improved its overall credit rating, 

ultimately the credit rating of a sub-regional development DFI is dependant on 

the rating of its shareholders. ADB is the best rated institution among the 

shareholders and its endorsement of PTA enabled the DFI to start seeking an 

expansion of its membership to include OECD countries, or even private 

sector shareholders who enjoy better credit rating. Moreover, ABD’s equity 

stake enabled PTA to contemplate an international bond issue. However, the 

process is now suspended because of the global economic meltdown.  
 

4.5.4 ADB’s equity investment in EADB came when other bilateral institutions 

were also obtaining membership at the Bank. The expansion of membership 

was one of the conditions of the ADB for its equity participation. In this 

regard, ADB was catalytic, because it helped EADB to expand its membership 

base. However, long-term positive outcomes of such expansion of 

membership on EADB’s performance have not materialized. 
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4.5.5 ADB’s assistance to DBSA has leveraged its strength as a main player in the 

South Africa as well as in the SADC infrastructure scene. It is not clear 

whether ADB’s endorsement of DBSA has in turn helped it to obtain extra 

funding efficiently or improve its credit worthiness or rating.  

 

4.5.6 ADB’s interventions have always paid close attention to crucial crosscutting 

issues, such as environment, governance and the empowerment of 

disadvantaged groups. In all ADB’s interventions, only environmentally 

sustainable sub-projects were submitted for financing.  

 

4.5.7 EADB approved project financing operations are additional in that they 

contribute to bridging the gap in long-term credit market in the EAC region. 

While it could be argued that EADB’s expansion into leasing business 

amounts to competing directly with the commercial banks and leasing 

companies, it could be justified on the grounds of complementarity 

considering the wide financing gaps still existing especially for medium term, 

capital assets financing in the sub-region. 

 

4.5.8 The Bank LOCs to DFIs are financially additional. The Bank extends long-

term foreign currency resources that the DFI would have not otherwise been 

able to obtain. Evidence exists that this endorsement by the Bank has helped 

catalyze other funds as well which have otherwise might not have been 

forthcoming. In addition, ADB’s assistance have contained more appropriate 

terms than what might have been available elsewhere (e.g. longer loan tenor 

and grace period that was up to 4 years in some cases).  

 

4.5.9 ADB has also reduced the risk of dealing with the DFIs via endorsing their 

creditworthiness. The equity stakes of ADB in the DFIs have encouraged other 

investors because of the improvement of credit ratings of the DFI. DFI 

management teams have expressed their satisfaction and attested to the 

effectiveness of ADB’s equity participation, and even in the case of DBSA, 

management contended that should DBSA consider the widening of its 

membership, they would consider ADB as a potential partner.  

 

4.5.10 ADB’s intervention to the sub-regional DFIs also provided operational 

additionality. ADB’s investment proposals went into great detail in identifying 

the areas of strength and weakness in treasury organization and risk 

management practice (particularly in the case of EADB and PTA), and offered a 

TA grant to provide the resources needed for restructuring, as well as detailed 

TORs identifying the scope of work for the areas that needed improvement, this 

constitutes a special advice that compensates for the knowledge and skill gaps 

of clients.  

 

4.5.11 ADB’s assistance to DFI also contained institutional additionality inputs.  

Bank LOC interventions were accompanied by TA components to strengthen 

the environmental management capacity of the DFIs (ADB funded the study 

which formulated PTA’s environmental policy and framework). In certain 

instances, ADB’s TA funds were also used for the provision of corporate 

governance training for members of the Board of Directors of the DFIs. 
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4.5.12 The Bank played a unique role and made a special contribution by providing 

funding to the sub-regional banks and in catalyzing other sources of financing 

through technical assistance and equity participation. Moreover, Bank assistance 

helped in improving corporate governance, environmental and social standards 

in the DFIs, albeit with mixed success. Bank additionality  is rated as successful.  

 

4.6 Bank Operational Effectiveness (Work Quality) 

 

a) Screening Appraisal and Structuring  

 

4.6.1 Promotion and identification, which represent the initial stages that precede 

appraisal in the project life cycle, are applicable only to DBSA as there were 

existing relationships with PTA and EADB predating 1998. However, the pre-

appraisal work for the LOCs under review is currently inaccessible, and thus 

our knowledge of the quality of work done in the initial stages of the operation 

cycle remains limited to what is included in the Investment Proposals.  

 

4.6.2 The Investment Proposals in the sample under review included adequate and 

clear information highlighting the Bank’s thorough understanding of the 

macroeconomic environment and the latest development in the financial sector 

in the respective RECs. Moreover, the investment proposal contained detailed 

information on PTA, DBSA and EADB’s business strategies, policies and 

procedures which constituted adequate due diligence on the side of the Bank 

prior to making its investment decisions.  

 

4.6.3 The Bank appears to have conducted satisfactory due diligence on the borrowers 

as well as their operational and credit policies. Moreover, some of these 

operations were accompanied by TA components, that aimed at strengthening the 

risk management, treasury and environmental practice of PTA and EADB, after 

the appraisal team has clearly defined such areas as areas of weakness that needed 

addressing.  

 

4.6.4 Investment Proposals for DBSA LOCs included eligibility criteria for sub-

projects that went at length into defining the various aspects of an eligible 

project. The Proposal also contained sections highlighting the conformity of 

the eligibility criteria with Bank Group’s Industrial Sector Policy Guidelines.   

 

4.6.5 The Risk management policy, procedures, practices and structures is an area 

that needed improvement in both PTA and EADB, and the respective appraisal 

reports for the LOCs under review to both institutions has carefully defined 

the areas that needed improvement, and were accompanied by TA components 

to help restructure those areas. The Risk Management practice at DBSA was 

highly praised, and the Enterprise Wide Risk Management Framework of 

DBSA was highlighted in the process.  

 

b) Monitoring (Supervision and Administration)  

 

4.6.6 Monitoring and Supervision appear to have been inadequate as the ADB Task 

Manager was unable to produce an aide memoires. More recent supervision 
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reports contained information about the current situation (as in the case of 

EADB) however, this has taken place after the crises at EADB was already in 

the public domain. 

 

4.6.7 The existing LOCs have been supervised once a year, which may be inadequate. 

It was also confirmed that the follow up and supervision are normally 

exhaustive without being intrusive and straining on internal resources of the 

banks. Relations are generally strong between the ADB and the institutions but 

are disrupted from time to time due frequent change of Bank’s Task Managers. 

 

4.6.8 The administration and implementation of the LOCs was relatively smooth. 

None of the banks encountered major difficulties in obtaining approvals for sub-

projects and all confirmed that the conditions of the LOCs adaptable to their 

needs. 

 

4.6.9 The monitoring and supervision has been rated mostly unsuccessful. There is no 

evidence to support the fact that the Bank was able to foresee the trouble ahead 

for EADB let alone propose corrective measures to avert the crises. ADB 

supervision should have been able to spot the signs of stress in EADB’s 

performance and the lack of harmony among its top lieutenants. The lack of 

detailed aide-memoires to document the day-to-day activities and findings of the 

supervision mission is also another sign of weakness. 

 

5 Overall Assessment, Conclusions and Lessons Learned  

 

5.1 Bank assistance to the sub-regional banks was relevant and timely, it addressed 

the appropriate needs of the DFIs and their respective regions and was in line 

with Bank policies, and strategies in this regard. Bank assistance has contributed 

to regional integration and poverty reduction through the financing of cross-

border projects, generating foreign exchange and employment. The Bank’s 

investment was profitable and the debt servicing capacity is not in jeopardy. 

 

5.2 Largely, the Bank assistance to the sub-regional banks has been effective. The 

LOCs improved their capacities to lend on long-term basis while the TAs 

strengthened the institutions. The equity participation boosted their capital basis 

while the endorsement improved their rating and encouraged other shareholders. 

Overall, the LOCs have contributed to the strengthening of the productive sectors 

and indigenous entrepreneurship in the member states of PTA, EADB and DBSA 

by financing sub-projects with high impact on the sub-regional economies 

through earning or conservation of foreign exchange and employment generation.  

 

5.3 Two out of the three sub-regional DFIs thought that ADB responded effectively to 

their financial request while all are satisfied with the LOC appraisal process and 

confirmed that the appraisal report responded to the major constraints facing the 

banks. However, one DFI felt that the processing time from loan application to 

approval was too long and that reduction in the original amounts of LOC request 

may have been inappropriate. One other issue was the pricing at Libor plus 120 

basis point, which turned out to be too high and therefore unattractive to the 

borrowers after their own margin. Of course, this raises the question about the 

negotiation capacity or desperation to borrow of the institutions themselves.  
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Notwithstanding, all confirmed that the lessons of past ADB assistance been built 

into their current operations and that the conditions and modalities of the LOCs are 

to a large extent adaptable to their needs. 

 

5.4 The sub-regional banks have contributed to private sector and financial 

development. They were able to mobilize funds in long-term LOCs to fund 

project and trade finance, and made co-funding arrangements generating 

investments in multiples from sub-regional entrepreneurs in addition to medium-

term credits provided by other financial intermediaries. Using the Bank’s LOCs 

and other resources, they provided long term funding for the development of 

SMEs in their member countries. EADB for example pioneered the issuance of 

corporate bonds in the sub-region its bond being the first listing to be traded on 

the Uganda Stock Exchange.  

 

5.5 ADB has supported the banks by subscribing to their share capital. This builds the 

confidence of other stakeholders in the institutions. The additional contribution is 

the participation at the board level by virtue of its investment and the contribution 

is invaluable to the institutions. 

   

5.6 From the review of Bank assistance to sub-regional banks, it can be concluded 

that Sub-regional DFIs are an appropriate means of channeling ADB assistance in 

support of the new strategic focus of the Bank aiming at playing a stronger role in 

advancing regional integration, poverty reduction, as well as private sector and 

financial sector development. Sub-regional DFIs are also well positioned to play 

a catalytic role in the process of regional integration through financing of 

infrastructure projects and promotion of cross-border trade. The major challenge 

however remains the modest size and strength of the sub-regional DFIs (PTA and 

EADB) which limits their eventual impact. 

 

5.7 The sizes of some of the sub-regional DFIs and available resources are grossly 

inadequate to meet their mandates. Size matters; PTA and EADB are relatively 

small compared to the extent of their mandates. Furthermore, RECs and member 

countries have not demonstrated sufficient determination to assist the Sub-

regional DFI in increasing their capitalization. If properly strengthened, PTA and 

EADB could play a similarly vital role as DBSA in infrastructure development 

and regional integration. 

 

5.8 The evaluation reveals the fact that the sub-regional DFIs are relevant, effective, 

and additional; and it is clear that EADB and PTA could play a similar role in 

COMESA and EAC as DBSA in SADC if their capital base is enhanced. The 

enhancement of the capital base of EADB and PTA has to go hand-in-hand with 

more restructuring to improve their governance structures as well as their day-to-

day operations. The restructuring should aim at turning around EADB and PTA 

in a manner that enables them to play the full role of financier, advisor, and 

partner to projects in their respective regions. This will also need policy and 

strategy changes within the institutions themselves, and ADB should push for 

such changes to take place. 

 

5.9 The Bank assistance to sub-regional DFIs served as viable means of pursuing its 

regional integration and poverty reduction objectives. However, there are 
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significant questions around the adequacy of the LOCs to enable the sub-regional 

banks to meet their mandates, gain visibility and effectively play the 

intermediation roles with significant impact in the sub-regions.  In COMESA for 

example, about US$5 billion per annum is needed in new investment loans. PTA 

generates about US$500 million on average, of which only US$100 million is 

project related.  Considering that EAC is a fraction of COMESA its requirement 

is smaller and included in this figure. Total approvals by both PTA and EADB 

over the last 10 years are insignificant compared to the total requirements.  

 

5.10 The main lessons learned from this review are the following:  

 

5.10.1 The quality and commitment of the management team as well as the 

governance profile and structure of the Sub-regional DFIs directly affect the 

effectiveness of Bank’s assistance: Strong evidence extracted from the mixed 

success of the Bank’s assistance clearly shows the role of the management of 

the sub-regional DFIs in the success or lack thereof of any assistance offered. 

Bank assistance to PTA has been very successful, but Bank assistance to 

EADB has failed to achieve its objectives. The only difference in both cases 

was the commitment and quality of PTA’s management team compared to the 

internal bickering and governance crisis offered by EADB’s management.  

 

5.10.2 Sub-regional DFIs’ size matters: Africa’s development finance needs are 

enormous, the sub-regional DFIs (aside from DBSA), cannot hope to achieve 

a sizable impact unless they are allowed to grow. A relatively bigger sized 

PTA and EADB would be better able to on-lend to other national DFIs or MFI 

institutions and act as leaders in infrastructure projects in the COMESA or 

EAC regions.  

 

5.10.3 Providing a remedy for the failure of the market for long-term funds on its 

own is not enough: Business development and advisory services to promoters 

/ sponsors during the preparation and implementation of the project need to be 

developed. Special training, advice, and involvement in corporate governance 

issues are all-important for start-up projects whose promoter usually lacks 

business experience. DBSA offers both PTA and EADB a good example in 

this regard.   

 

5.10.4 Knowledge of the sectors and the regional context/environment is 

paramount: If the sub-regional DFIs are to contribute to development in their 

respective regions or Africa in general, sector expertise is imperative for 

proper structuring and supervising of their sub-projects.  

 

5.10.5 The best way to ascertain the EHS compliance of sub-projects is by strong 

supervision and stringent follow-up: Most of the sub-projects visited were not 

in compliance with EHS requirements, despite efforts made by sub-regional 

DFIs. The Bank cannot rely on the sub-regional DFIs alone to do this. Lack of 

EHS compliance is likely to be more frequent in today’s crisis-ridden 

atmosphere, as most companies struggle to keep a tighter leash on their 

spending.  
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5.10.6 Restriction of ADB’s Board presence to project approvals does not help to 

avert DFIs management crisis: The Bank’s presence on EADB’s board for 

example did not avert EADB’s current crisis. This is perhaps a result of the 

limited role of ADB’s board presence, which was restricted to project 

approvals. The job of the board of directors is management oversight and the 

formulation of policies and strategies.  

 

5.10.7 Wholesale lending is a strong option for financial intermediation via sub-

regional DFIs: In order to support SME’s, and intra-regional infrastructure in 

Africa, financial intermediation via sub-regional DFIs is a strong option, 

particularly if accompanied by the introduction of new financial instruments. 

 

6 Recommendations 

 

The following recommendations are made in order to improve the partnership 

between ADB and the sub-regional banks for greater development impact and 

accelerated movement towards regional integration and poverty reduction. The 

recommendations, which incorporate the views of some of the banks themselves, 

are divided into three sections, the first concerns general overarching 

recommendations and the second is divided into two parts, the first is for the sub-

regional Banks and the second is for ADB. 

 

 

6.1  General Recommendations 

 

6.1.1 The Bank should strive to finalize its ‘Partnership Strategy’ with the sub-

regional DFIs and use it to guide all future operations: The Bank’s efforts to 

strengthen and develop its partnership with the sub-regional DFIs is 

represented by the OPSM’s initiative to start a dialogue leading to the 

formulation of a full ‘Partnership Strategy’ with the sub-regional DFIs is a 

step in the right direction. However, progress in developing this strategy for 

partnership with the sub-regional DFIs has been slow, and to date, it is not 

clear whether this strategy has been finalized. Now is an appropriate  time for 

finalizing this strategy, particularly after more of the infrastructure needed is 

in place in terms of OPSM’s internal re-organization, and the launch of The 

Currency Exchange (TCX)
15

.  

 

6.1.2 The new ‘partnership strategy’ should consider wholesale operations via 

sub-regional DFIs as an option for targeting national DFIs and SMEs: 
Previous reviews16 have recommended that the Bank should “consider 

wholesale LOC operations through regional development banks to take 

advantage of their local knowledge and presence.” The new partnership 

strategy should consider wholesale operations to sub-regional DFIs as a strong 

option for providing support to national DFIs and SMEs, which should be 

accompanied by the introduction of more innovative financial instruments.   
                     
15 TCX is a special purpose fund with a much focused mandate to provide (in its initial phase, exclusively to its 

investors) currency and interest rate hedging financial instruments in developing country currencies. Its mandate is 

to focus on currencies and maturities not readily available in the local or international markets. ADB is one of 

TCX’s investors.  
16 Assessment of the Effectiveness of Lines of Credit as Tools for Promoting Development and Poverty Reduction 

in Africa – Final Report (2006) 
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6.1.3 The sub-regional DFIs should seek to enlarge their balance sheet and strive 

to establish stronger partnerships with their shareholders: The sub-regional 

DFIs are relevant, but their impact is limited because of their relatively small 

size. The sub-regional DFIs should strive to enlarge their balance sheet via full 

partnerships with their shareholders, this will enable them to play bigger role in 

supporting regional integration and cross border trade. 

 

6.1.4 The sub-regional DFIs should also seek to play a bigger role in supporting 

regional integration by adopting plans, policies, and strategies of their 

respective RECs: The sub-regional DFIs should strive to become the main hub 

for development finance in their respective sub-region regions by adopting and 

fully subscribing into the development policies and strategies and visions of 

their respective RECs (DBSA is the most advanced in this regard). 

 

6.1.5 The board representative of ADB should come from a higher managerial 

level, and the Bank should use its presence to influence policy and strategy 

of the sub-regional DFIs: ADB’s equity participation in both EADB and PTA 

needs greater attention than it is presently receiving. The board representative 

of ADB should come from a higher managerial level, and the Bank should use 

its presence on both boards to influence policy and strategy of the Sub-

regional DFI. Currently ADB has a Manager as a board member who reports 

to OPSM Director. 

 

6.1.6 The Bank should incorporate a special provision for channelling funds 

through sub-regional DFIs in its “Response to the Economic Impact of the 

Financial Crises”:  The “Bank Response to the Economic Impact of the 

Financial Crises” lists “Public and Private Financial Institutions” as eligible 

institutions of the liquidity facility. The rationale behind this is that banks are 

affected directly by the liquidity squeeze and their ability to borrow during the 

crises has of course been eroded. However, a special provision for channeling 

funds through sub-regional DFIs (acting as hubs in their own respective region, 

and within their absorptive capacity) could help alleviate the effects of the crises 

for business start-ups that are not usually a favourite of commercial banks.  

 

6.1.7 ADB should leverage all the resources and initiatives available to help the 

sub-regional DFIs improve and fill any gaps that might exist in their 

operational performance: An initiative like Making Finance Work for Africa 

(MFWA) for instance could serve as a good coordination point for capacity 

building efforts.  

 

6.1.8 ADB’s experience in monitoring and evaluation should be transferred to the 

sub-regional DFIs: Sub-regional DFIs’ M&E practice is still financially-

based and is not designed to capture the development results of their 

interventions. ADB’s experience in monitoring and evaluation should be 

transferred to the sub-regional DFIs and they should be encouraged to become 

more accountable for ADB’s assistance in terms of development results.  

 

6.1.9 PTA should be encouraged to emulate DBSA in resuscitating some national 

DFIs (especially with TA packages targeting good governance): DBSA has 
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been offering assistance including TA and LOCs to some national DFIs 

(especially in the SADC region). This trend could be strengthened by 

encouraging other sub-regional banks to emulate DBSA to resuscitate some 

national DFIs (especially with TA packages targeting good governance) and 

further broadening the means of deepening financial intermediation. DBSA 

has confirmed an ongoing initiative with ADB whereby a Centre for Corporate 

Governance is being established jointly to assist national DFIs. PTA is in a 

state that is suitable for such activity, whereas EADB still has a lot of work on 

its own governance structures.  
 

 

6.2  Specific Recommendations  

 

                  For the Sub-regional DFIs  

 

6.2.1 EADB and PTA need to have clear strategy in terms of SME outreach: It is 

obvious that direct involvement in the lower end of the SME or the micro 

finance sector is not viable for reasons of higher administrative costs and risks. 

Partnering/collaborating with national DFIs as well as micro finance 

institutions within their respective sub-regions would help the sub-regional 

DFIs leverage the local experience and knowledge and reduce the risk of 

small-scale interventions.  

 

6.2.2 The sub-regional DFIs should establish strong collaboration and 

partnership with local as well as sub-regional business associations: 
Business associations have a wealth of information about the various sectors 

of the economies of the sub-regions and strong knowledge of the quality of 

promoters/ sponsors.  

 

6.2.3 PTA and (at a later stage) EADB could follow DBSA’s role in SADC: The 

role played by DBSA in the SADC sub-region represents a good example that 

PTA and EADB could follow. For example, the EAC Development Strategy 

(2006 –2010) proposes a fund for coordinating sub-regional infrastructure 

interventions to be hosted at revitalized and capitalized EADB. EADB should 

seize this opportunity to play a bigger role and align its policies, strategies, and 

operations with the EAC.  

 

6.2.4 PTA and EADB need to develop an appropriate response to the issue of 

refinancing: The sub-regional DFIs need not fall prey to refinancing. Most of 

the start-ups in PTA and EADB’s portfolio refinance from commercial banks 

after the initial high-risk phase lapses. DBSA has developed an appropriate 

response to this issue by including clauses in the loan agreement to enforce 

prepayment at market value whereby borrowers will be required to pay in 

addition, the difference between the loan rate and the market rate.  

 

6.2.5 The sub-regional DFIs should strive to improve the independence and 

results-orientation of their Evaluation Units, with a direct line of reporting 

to the Board: A benchmarking exercise towards international best practices 

for both EADB and PTA is suggested. In addition, the sub-regional DFIs 

should institute a result-based monitoring and evaluation system. This will 
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help them to become more accountable for the funds they disburse and link 

development outcomes with their overall corporate objectives.  

 

6.2.6 The sub-regional DFIs should separate project design and portfolio 

management functions: There is an apparent conflict of interest if the 

professionals responsible for originating the project are also the once who 

monitor and supervise the project all the way to closing. The separation of 

design and portfolio management functions helps to ensure adequate attention 

on project implementation and usually leads to better portfolio quality (the 

DFIs should benchmark themselves against best practice in MDBs).  

 

 For the African Development Bank: 

 

6.2.7 The Bank Group Evaluation Guidelines for Private Sector Lines of Credit 

Operations (2005) should be fully utilized: The guidelines should serve the 

purpose in strengthening the M&E practices of the Bank, specifically the 

instructions contained in these guidelines on the frequency of supervision.  

 

6.2.8 ADB should its assistance modalities and include various products such as 

guarantees and lending in local currency. 
 

6.2.9 ADB should strive to enforce good environmental practice as per ADB 

standards via strong supervision: Field visits during supervision should be able 

to detect the EHS compliance or lack thereof by sub-projects.  

 

6.2.10 ADB should catalyse the increased capitalisation through higher 

shareholding subscription in the sub-regional banks: The Bank should 

increase its own holdings to at least 10%. The increase should consider the 

volume of resources required to meet their mandates. This  should also be tied 

more closely to the ability of the sub-regional banks to raise matching or partly 

matching funding through local or international markets (when the world 

economy starts picking up) to increase and fully capitalize on and augment the 

catalytic effect of ADB’s endorsement. 

 

6.2.11 Co-financing of projects should be encouraged between DFIs and ADB: ADB 

would bring experience, innovative structuring, and best practice to the deal 

while at the same time benefiting from the local knowledge of the sub-regional 

DFIs. 

 

6.2.12 Secondment of DFI staff to ADB and vice versa should be considered: 
Secondment should be utilized as a tool to strengthen the DFIs in areas such as 

credit appraisal, risk management, ALM management, corporate governance 

etc, technical assistance in the policy framework, procedures including 

exchange of staff to transfer some specialized skills. 

 

6.2.13 ADB should consider the inclusion of sub-regional DFIs as a main group of 

beneficiaries in its exceptional multi-purpose liquidity facility: Sub-regional 

DFIs’ investments are countercyclical by nature; the Bank, especially in 

response to the global economic crisis, should consider the explicit inclusion of 

sub-regional DFIs as a main group of beneficiaries in the Bank’s exceptional 
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multi-purpose facility, or the provision of liquidity support to sub-regional DFIs 

as an additional instrument. 

 

6.2.14 ADB should support sub-regional DFI’s strategy for increased capitalisation 

and expanded membership especially by OECD members: The expanded 

membership by OECD members will improve the DFIs’ risk profile and 

consequently their ability to raise funding independently. Moreover, should the 

opportunity present itself, and DBSA reaches the stage where external 

shareholding is considered, ADB should step in as a key partner with respect to 

equity participation.  
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Map of the COMESA Sub-region 

 

        
 

 
Source: COMESA Regional ICT Support Programme 
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Map of the SADC Sub-region 

 

    

Source: www.worldbank.org 
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Map of the EAC Sub-region 

 

 

Source: www.worldbank.org 
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SUMMARY EVALUATION RATING – ASSISTANCE TO PTA BANK 
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Overall Outcome Rating is Successful 1 2  3  4 5 6 

 LOW HIGH 

 HUS US S HS 

a) Relevance of Bank Interventions    X  

b) Development Outcomes    X  

       Business Performance    X 

           -The FI’s Business Performance  
 The bank is now stronger, stable, and recording positive 

performance. 

   X 

           - Sub-Project Business Performance and Economic 

sustainability   
Most of the sub-projects are encountering initial difficulties 

impairing their performance. Considering the 

improvements arising as a result of restructuring and 

continued engagements, it is expected that greater number 

of the sub-projects would be successful.  

 

Forward and Backward linkages: The sub-projects for 

example include those producing raw materials for the 

building industry with linkages and multiplier effects. 

   

X 

 

       Environmental, Social, Health and Safety Outcomes:  

The bank upgraded its environmental management and compliance 

practices using ADB assistance.  

  X  

       Impact on Private Sector and Financial Sector 

Development:  

PTA has made contributions to private sector development through 

its operation. 

  X  

c) Bank Investment Performance    X  

Sub-benchmarks     

Debt Servicing Capacity:  
PTA debt service capacity is excellent. 

  X  

d) Bank Work Quality    X  

Sub-benchmarks     

Screening, Appraisal and Structuring: 

The assistance is well packaged to meet the bank’s needs. 

Entire design and loan conditions were appropriate and 

adequate. 

  X  

Supervision and Monitoring:  

While the client confirmed that the Bank was flexible, 

supervision has been inadequate especially in recent times. 

 X   

Inadequate visit to sub-projects or none existence of 

records showing visits by ADB supervision missions. 

  X  



 

 

e) Bank Role and Contribution (Additionality)     X  

- Additionality/Special Contribution Principle- Bank 

assistance namely LOCs, equity participation and board 

sittings have been additional and special. 

  X  

- Business Principle- The Bank priced its LOCs at 

competitive rates considering risks and market factors. 

Furthermore, the LOCs are profitable. 

  X  

Catalytic Principle- The Bank endorsement improved the 

credit rating and encouraged other shareholders. 

   

X 
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SUMMARY EVALUATION RATING – ASSISTANCE TO EADB 
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Overall Outcome Rating is Mostly Successful 1 2  3  4 5 6 

 LOW HIGH 

 HUS US S HS 

a) Relevance of Bank Interventions    X  

b) Development Outcomes    X  

            Business Performance  X   

              -  The FI’s Business Performance as assessed by  

 The bank has been recording losses in recent years.  

 X   

             -  Sub-Project Business Performance and Economic Sustainability 

Most of the sub-projects are encountering initial difficulties impairing their 

performance. Considering the improvements arising as a result of 

restructuring and continued engagements, it is expected that greater number 

of the sub-projects would be successful. 

Forward and Backward linkages The sub-projects for example include those 

with linkages and multiplier effects 

  X  

     

      Environmental, Social, Health and Safety Outcomes:  

All sub0projects are subject to environmental grading and compliance as loan 

precondition. 

  X  

        Impact on Private Sector and Financial Sector Development  
EADB has made contributions to private sector development through its operation. 

  X  

c) Bank Investment Performance  

 

  X  

Debt Servicing Capacity:  

Despite current challenges, EADB’s debt service capacity is not in jeopardy. 

  X  

d) Bank Work Quality   X   

Sub-benchmarks     

Screening, Appraisal and Structuring: 

The assistance is well packaged to meet the bank’s needs. Entire design and 

loan conditions were appropriate and adequate. 

  X  

Supervision and Monitoring:  

While the client confirmed that the Bank was flexible, supervision has been 

inadequate especially in recent times.  

 X   

Inadequate visit to sub-projects or none existence of records showing visits 

by ADB supervision missions. 

 X   

e) Bank’s Role and Contribution (Additionality)    X  

Additionality/Special Contribution Principle- Bank assistance namely LOCs, 

equity participation and board sittings have been additional and special. 

  X  

Business Principle- The Bank priced its LOC at competitive rates considering 

risks and market factors. Furthermore, the LOCs are profitable. 

  X  

Catalytic Principle- The Bank endorsement improved the credit rating and 

encouraged other shareholders. 

  X  
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SUMMARY EVALUATION RATING – ASSISTANCE TO DBSA 
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Overall Outcome Rating is Successful 1 2  3  4 5 6 

 LOW HIGH 

 HUS US S HS 

a) Relevance of Bank Interventions    X  

b) Development Outcomes    X  

      Business Performance   X  

        -The FI’s Business Performance as assessed by  

The bank is strong with excellent performance. 

   X 

        -Sub-Project Business Performance and Economic Sustainability 

Most of the sub-projects are successful with very few such as Ripples Fish 

and some municipalities encountering difficulties.  

Forward and Backward linkages:  

Several sub-projects are multinational with cross border linkages and 

multiplier effects. 

  X  

      Environmental Effects:  

The bank has other initiatives, apart from its lending operations, to help 

better environmental management and social development. 

  X  

       Impact on Private Sector and Financial Sector Development:  

DBSA has made contributions to private sector development through its 

operation in SADC along with other initiative. 

   X 

c) Bank Investment Performance  

 

  X  

Debt Servicing Capacity:  

DBSA debt service capacity is excellent. 

  X  

d)       Bank’s Work Quality  

  X  

Screening, Appraisal and Structuring: 

The assistance is well packaged to meet the bank’s needs. Entire design and 

loan conditions were appropriate and adequate. 

  X  

Supervision and Monitoring:  

While the client confirmed that the Bank was flexible, supervision has been 

inadequate especially in recent times. 

 X   

Inadequate visit to sub-projects or none existence of records showing visits 

by ADB supervision missions. 

  X  

e) The Bank’s Role and Contribution:     X 

(a) Additionality/Special Contribution Principle-  

Bank LOCs was additional and special having been structured to finance infrastructure 

in South Africa, then SADC... 

  X  

(b) Business Principle-  

The Bank priced its LOCs at competitive rates considering risks and market factors. 

Furthermore, the LOCs are profitable. 

  X  

(c) Catalytic Principle-  

The Bank assistance has enabled DBSA finance some strategic projects across SADC. 

   X 

 



 

 

 

 

 

Annex 7 

  
Bank Assistance (including LOCs) to Sub-regional DFIs between 1998 – 2008 (UA million) 

 
 

Project title 
Approval 

date 
Approved 

Cumulative 

Disbursements 

on Master loan 

Un-

disbursed 

Balance 

1 
LINE OF CREDIT TO DBSA 09-Sep-98  52.15 52.15   

2 
SIXTH LINE OF CREDIT TO EADB 06-Oct-99 17.20 17.03 0.17 

3 
2ND LINE OF CREDIT TO DBSA 10-Nov-99 41.34 41.34   

4 
THIRD LINE OF CREDIT TO DBSA  16-Jul-03 63.70 63.70   

5 
EADB SUPPORT PROJECT – 7th LOC and Grant 17-Dec-03 25.48 21.26 4.22 

6 
PTA BANK SUPPORT PROJECT – LOC and Grant  17-Dec-03 19.11 19.11   

7 FOURTH LINE OF CREDIT TO DBSA – Regional 

Infrastructure Development Facility 
21-Jul-06 63.70 31.85 31.85 

8 
LIGNE DE CREDIT BOAD17 – LOC and Equity  30-Jan-08 37.54   37.54 

9 PTA BANK INVESTMENT PROJECT – 3rd LOC 

and Equity 
12-Mar-08 31.85   31.85 

 
Total  352.07 246.44 105.63 

 

 

 

 

 

 

 

 

 

 

                     
17
 BOAD got an LOC approved by ADB in 2008 but has so far not utilized any assistance from the Bank. 
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Comparative Financial Performance and Situation Overview and Ratios  

 PTA EADB DBSA* 

Financial results (USD million) 31 Dec 07 31 Dec 07 31 Mar 08 

Operating income               22.06             4.96        222.09  

Interest on development activities               24.97           21.46        230.05  

Interest on investment                 1.26             1.47          53.93  

Interest expense (14.15)          (11.66)        (133.13)  

Operating expenses                7.45             6.94          58.61  

Surplus for the year                 6.65            (8.86)       127.96  

Financial position (USD million)    

Cash and cash equivalents               32.71           84.49        230.25  

Financial market assets                5.57           23.50        505.27  

Investment in development activities             296.27         152.05     2,520.39  

Other assets               18.38           15.57          52.34  

Total assets             352.92         275.60     3,308.04  

Issued share capital             117.55           86.55          19.90  

Total capital and reserves             131.82         101.98     1,570.14  

Financial market liabilities             200.45         169.73     1,670.74  

Other liabilities               20.66             3.89          63.28  

Total liabilities (excluding capital & reserves)             221.11         173.62     1,737.90  

Financial ratios (%)    

Return on shareholder's funds                5.04            (8.68) 7,4 

Return on assets                3.01            (5.10) 3,6 

Operating expense to income               33.76         139.92  31,6 

Interest cover(times)   2,1 

Total capital and reserves to loan ratio               39.68           56.92  72,9 

Long-term debit to equity               65.76           60.08  99,8 

Cash and cash equivalents to total assets                9.27           30.66  6,4 

Issued capital to assets               33.31           31.40  0,7 

Total capital and reserves to assets               37.35           37.00  49,1 

Financial market liabilities to investment in 

development activities               67.66         111.63  68,6 
Source: Mission compilation and analysis from latest audited financial statements of PTA, EADB and DBSA 

Figures converted from Rand to US dollars at March 2009 ADB exchange rates 
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Annex 9 

 

AFRICAN DEVELOPMENT BANK 

 

REVIEW OF BANK GROUP ASSISTANCE TO SUB-REGIONAL 

DEVELOPMENT BANKS 

 

SOURCES OF INFORMATION - DOCUMENTS/INFORMATION 

CONSULTED/REVIEWED 

 

1. Prudential Standards, Guidelines and rating system for ADB and finance 

Institutions 

2. Line of Credit to DBSA: Appraisal Report, ADB, 09/09/1998  

3. Sixth Line of Credit to EADB: Appraisal Report, ADB, 06 October 1999 

4. 2nd Line of Credit to DBSA: Appraisal Report, ADB, 10 November/1999 

5. Third Line of Credit to DBSA: Appraisal Report, ADB, 16 July/2003 

6. EADB Support Project: Appraisal Report, ADB, 17 December/2003 

7. PTA Bank Support Project: Appraisal Report, ADB, 17 December/2003  

8. Fourth Line of Credit to DBSA: Appraisal Report, ADB, 21 July/2006 

9. Ligne de Credit BOAD: Appraisal Report, ADB, 30-janv-08 

10. PTA Bank Investment Project: Appraisal Report, ADB, 12-mars-08 

11. Line of Credit to DBSA: Completion Report, ADB, 23 December/2002 

12. Sixth Line of Credit to EADB: Completion Report, ADB, 07 March/2007 

13. 2ND Line of Credit to DBSA: Completion Report, ADB, 10 July 2006 

14. Multinational: PCR Evaluation Note on the Fifth Line of Credit to EADB 

15. Multinational: PCR Evaluation Note on the First Line of Credit to PTA Bank, 

ADB 

16. Multinational: PCR Evaluation Note of Sixth Line of Credit to EADB, ADB, 

March 2007 

17. South Africa: PCR Evaluation Note on the 2
nd

 Line of Credit to DBSA  

18. The ADF 11 implementation matrix document on the Bank strategy (Towards a 

medium term bank group strategy, 2008-2012), ADB 

19. Assessment of the effectiveness of LOC as tools for promoting development and 

poverty reduction in Africa, ADB, July 2006 

20. Strengthening development finance institutions in Africa: summary of salient 

aspects, ADB, 2005 

21. Bank Group Evaluation Guidelines for Private Sector Lines of Credit 

Operations, ADB, 2005 

 



 

- 2 - 

 

WEBSITE VISITED AND INFORMATION DOWNLOADED 

Title Author/Publication Source 

Markets in shock as EADB 

posts $8.9m loss on bad 

political loans 

East African by David 

Malingha Doya September 

28 2008  

Downloaded from 

http://www.theeastafrican.co.

ke/news/-/2558/475346/-

/item/3/-/6rxer2z/-

/index.html, Wednesday, 7 

January 2009, 10.19 am 

COMESA in figures Common Market for Eastern 

and Southern Africa 

Downloaded from 

www.comesa.int 

COMESA Strategy Common Market for Eastern 

and Southern Africa 

Downloaded from 

www.comesa.int 

COMESA Missions, 

objectives 

Common Market for Eastern 

and Southern Africa 

Downloaded from 

www.comesa.int 

 

PTA Bank 

1. Summary Status of the ADB Line of Credit as at 31 December 2008 

2. PTA Annual Reports 1999 to 2007 

3. Compliance Reports on ADB 2nd Line of Credit 

4. PTA Organizational Structure 

5. PTA Fitch Rating: Dec. 08 

6. Loan Recoveries as of Niv. 2007 and Arrears (Collections by loan categories) 

as of Sept. 2008 

7. PMD Procurement Competitive Biddings: Feb. 2006 

8. PTA Loan Provisioning Policy 

9. PMD Credit Policy Manual 

10. PTA Environmental Policy Guidelines 

11. PTA Corporate Plan 2008-2012 

12. PMD Procurement Guidelines: Feb. 2006 

13. PTA Operational Risk Procedures Manual 

14. PTA Credit Risk Procedures Manual 

15. PTA Market Risk Procedures Manual 

16. PTA Risk Management Policy Guidelines 

17. PTA Management Accounts and Financial Statements as of Sept. 2008 

18. Diagnostic Study of the PTA Bank: Final Report (Maxwell Stamp PLC-July 

2001)  

19. 2005-2007 and 2008 ADB Correspondence Files 

20. Corporate Kenya, The Business, Trade and Investment Guide 2006-2007 

21. Kenya Vision 2030 (The National Economic and Social Council of Kenya, 

Office of the President 

 

EADB 

1. EADB Management Accounts 30 September 2008 

2. EADB Annual Reports 2000 to 2007   

3. Fitch Ratings - draft November 2008 

4. EADB  Corporate Structure2801 2009 detailed 

5. 3
rd

 EAC Development Strategy 2006-2010 

6. 2nd Interim Report Venture Capital Fund 

7. EADB-Front Page Press Story for this week 

http://www.theeastafrican.co.ke/news/-/2558/475346/-/item/3/-/6rxer2z/-/index.html
http://www.theeastafrican.co.ke/news/-/2558/475346/-/item/3/-/6rxer2z/-/index.html
http://www.theeastafrican.co.ke/news/-/2558/475346/-/item/3/-/6rxer2z/-/index.html
http://www.theeastafrican.co.ke/news/-/2558/475346/-/item/3/-/6rxer2z/-/index.html
http://www.theeastafrican.co.ke/news/-/2558/475346/-/item/3/-/6rxer2z/-/index.html
http://www.theeastafrican.co.ke/news/-/2558/475346/-/item/3/-/6rxer2z/-/index.html
http://www.comesa.int/
http://www.comesa.int/
http://www.comesa.int/


 

- 3 - 

 

8. EADB Portfolio Report as at 30th September 2008 - Board Paper 

9. Investment Opportunity in Housing in East Africa 

10. 2007 Final Draft Full Interim report (SCIC) 

11. Role of EADB in Economic Development in East African Region 

12. Board Paper Write-Off- Revised 1 January 2009 (3)-  

13. Appendix 1 - EADB Impairment Workings 4th Quarter 2008 

14. Appendix 2 Provisions and Suspended Interest - Dec 2008  

15. NPL Report 31.12.2008 

16. MPS OIL project update-2008 

17. Provisions -Dec2008 –  

18. Report of the Meeting of the Presidential Investors Round Table (PIRT), 

August, 2008 

19. Statutory Instruments 2005 (No 59)- Credit reference Bureaus-Arrangements 

of Regulations 

20. Banking Sector Industry Figures: Bank of Uganda 

21. Uganda Investment Trends 1991-2008 

22. Business  Uganda development Scheme, Private Sector Foundation 

23. The Status of Performance of Uganda’s Manufacturing Sector in 2006, 

Uganda Manufacturers Association (UMA), June 2007 

24. EADB Corporate Structure 

25. EADB Staff Turnover and Qualifications 

26. LOCs Country Overviews and Questionnaires 

 

DBSA 

1. Development effectiveness report – 10 years (1996-2006) Involvement of 

SADC 

2. Operations Evaluation Division of DBSA, 31 March 2008 

3. Review of Development finance Institutions (March – June 2007) DBSA / 

National Treasury of South Africa 

4. Annual Report 2007/2008 of DBSA and DBSA Fund 

5. DBSA Annual Report 2002, 2003/04, 2004/05, 2005/06 and 2006/07 

6. Draft Financial Statements 30 September 2008; 

7. Statistical Infrastructure Review of the New Demarcated Municipalities, 

DBSA, March 2002  

8. Guidelines to Regional Socio-economic Analysis, DBSA, March 2001 

9. Quarterly Loan Portfolio Analysis Report 

10. Credit Risk Portfolio as at 31 December 2008 

11. Corporate Plan 2008/2009 

12. 2005 Development effectiveness Report 

13. Lessons Learned Report, Issue No. 3 

14. Barometer, Second Edition 2008/2009 

15. Development Interventions Committee: 7 November 2008: Towards the 

Logical Framework: A Guide and Checklist 

16. Corporate strategy Presentation 

17. Potential Crisis Impact on the DBSA Project Finance Portfolio Overall Impact  

18. Treasury Funding & Market Risk Management 

19. Financial Overview (Balance Sheet – Interims) (Reviewed)  

20. Audit Report on AfDB Lines of Credit (Disbursements)  

21. Overview of the International Division in Support of Discussions with the 

ADB – DBSA International Division 



 

- 4 - 

 

22. Risk Management in the DBSA – Feb 2009 

23. SADC Inter-Regional Comparative Report, DBSA, September 2002 

24. DBSA Summary of Findings and Policy Recommendations 

25. DBSA Index of Figures 

 

BOAD 

1. Annual Report 2007, BOAD 

2. BOAD Brief 

3. La BOAD en chiffres 1998-2007, Déc. 2007 




