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NIGERIA TRUST FUND: OPERATIONAL GUIDELINES 

1.0 Introduction 
 
A. Context of the Extension of the Nigeria Trust Fund  
 
1.1 The Nigeria Trust Fund (NTF) was established in 1976 at the initiative of the Federal 
Republic of Nigeria, to provide concessional financing to the Bank’s Regional Member 
Countries (RMCs), with particular focus on the poorest among them. It is a special fund 
administered by the Bank, in accordance with the provisions of Article 8 of the Agreement 
establishing the Bank. The Bank and the Federal Republic of Nigeria executed an agreement 
establishing the NTF, detailing the modalities and procedures for the administration of the NTF 
as well as the terms and conditions applicable to NTF lending transactions. 
 
1.2 The NTF was established for an initial period of 30 years, with a provision for extension, 
by mutual agreement.1 At the expiry of the initial 30-year period on 25 April 2006, the Bank and 
the Federal Republic of Nigeria agreed to 2 interim extensions (each for 12 months) to allow for 
further consultations and an independent evaluation of the NTF. 
 
1.3 Following the positive review and recommendation for continuation by an independent 
evaluation2, the Federal Republic of Nigeria and the Bank agreed to a ten-year extension of the 
NTF commencing on 25 April 2008.  The extension was approved by the Board of Governors of 
the Bank by resolution B/BG/2008/12, the terms of which are reflected in the Protocol 
Agreement between the Federal Republic of Nigeria and the Bank, signed on 15 May, 2008, in 
Maputo, Mozambique. 
 
1.4 The NTF will be a self-sustaining revolving fund. The agreement is expected to be 
renewed upon expiration, subject to satisfactory performance. The NTF lending program is 
scheduled to start in 2009 and to ensure that the NTF remains financially viable and self-
sustaining over the 10 year period, a lending program of UA 50 million is planned for 2009; UA 
30 million annually from 2010 to 2013; and UA 10 million annually from 2014 to 2018.3 under a 
stretched scenario, a lending program of UA 50 million is planned for 2009, UA 35 million 
annually from 2010 to 2013; and UA 20 million annually from 2014 to 2018.        
 
 
 
 
                                                 
1 Article XIII, Section 13.1 of the NTF Agreement. 
2 Most of the recommendations of the independent evaluation of the NTF have been adopted by the Bank and 
Nigerian Authorities, notably: appoint senior manager for NTF with clear targets and authority, allow visibility of 
NTF contributions to projects, review NTF performance regularly, promote flexible use of NTF, make preconditions 
the exception, etc. In order to promote broader coverage of the NTF resources and given that there is no room for 
grant, the following recommendations have been dropped: remove size limit on NTF loans, and promote country 
choice of financing instruments 
3 This is based on the simulation exercises on the financial viability and self-sustenance of the NTF. Under these 
simulation exercises, the liquidity level is maintained above the un-disbursed loan balance and the total loans to total 
assets ratio below 80 percent.   
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B. Purpose of the Operational Guidelines  
 
1.5 Article II of the Protocol provides that the Bank shall develop Operational Guidelines to 
set the terms and conditions for NTF financing. The Guidelines contained herein have been 
developed in response to this request.4 The Guidelines describe the general areas for application 
of the resources and the rules and procedures that will govern the operational activities of the 
NTF during the period 2008-2018 including the application of the NTF resources, priority areas, 
project approvals and financing conditions. The preparation of the Guidelines was further 
informed by the recommendations of the independent evaluation of the operations of the NTF. 
 

2. Strategic Orientation and Operational Priorities 
 
A. Strategic Orientation  
 
2.1 The overall purpose of the NTF is to provide additional resources for projects in various 
sectors in the RMCs in order to enhance economic development and social progress in Africa, 
particularly in the least developed countries.  The NTF will follow the Bank Group Framework 
for regional operations and other policies as approved by the Board.  
 
2.2 During its first phase, the NTF provided support exclusively to public sector operations. 
During the extension period, the NTF will extend support to the private sector, including micro-
finance sub-sector.5 The NTF Agreement will be implemented by the Management of the Bank 
and NTF resources will be used to provide financing in the same manner as ADB and ADF 
resources.  
 
B. Operational Priorities and Scope 
 
2.3 The NTF will finance public and private sector projects that promote economic 
development and social progress among the Bank’s RMCs, particularly the least developed. 
While the resources are primarily intended to support public sector operations in the lower 
income countries, a long term target of a 80:20 percent share between the public and private 
sector projects will be maintained.  However, flexibility will be exercised during implementation 
to ensure that deserving projects from either the public or private sector are not denied 
financing.6 
 
 
 
 
 

                                                 
4 This is the first time guidelines for the NTF are being prepared. 
5 As part of the requirements of the extension agreement, it was deemed necessary to explore the possibility of utilizing the NTF 
resources to support the private sector in general and the micro-finance sub-sector in RMCs. 
6 The 80:20 percent share between the public and private sector projects was proposed by the Nigerian authorities and adopted by 
the Finance Department in developing the financial projections. 



 3

C. Sector Focus  
 
2.4 For the public sector operations, the focus will be on projects in infrastructure, agriculture 
and regional integration.7  These areas are consistent with the Bank Group’s priorities as outlined 
in the medium term strategic framework.  
 

3. Modalities for Implementation of the NTF 
 
A. Overview 

 
3.1 All the NTF operations will be guided by existing Bank Group policies, guidelines and 
rules, which will apply to all aspects of the NTF (including the review process, project appraisal 
and supervision, procurement of goods and services, reporting, disbursement, Bank arrears and 
sanctions policy, project auditing, information disclosure, and monitoring and evaluation). The 
NTF operations will also be aligned with the Bank Group’s Policy on Eligible Expenditures and 
the Policy for Enhancing the Use of Country Systems in countries where the latter is applicable. 
These procedures will apply to all the components of the NTF, including the private sector 
operations.  
 
3.2 Any amendments and modifications that may be made to the existing Bank Group 
policies and/or guidelines will automatically apply to the operations of the NTF. 
 
B. NTF-Specific Provisions  

 
3.3 The NTF operations will further be guided by the following specific provisions: 
 

Use of NTF Resources 
 
3.4 NTF resources will be provided in co-financing operations with the ADB and the ADF, 
as well as in stand alone operations. Supplementary loans for Bank Group financed projects will 
be considered. 
 

Financing Terms 
 
3.5 The following three options are envisaged for the utilization of NTF: (i) use NTF 
resources for ADF loan operations with long-term maturity; (ii) use NTF resources for ADF loan 
operations with short-term maturity, and (iii) use NTF resources for private sector operations. 
 
3.6 Financial terms for the first option include: (i) no interest charges on NTF loans; (ii) a 
service charge of 0.75 percent per annum on outstanding balances; (iii) a commitment fee of 0.5 
percent per annum on un-disbursed commitments; and (iv) a 20-year repayment period with a 7-
year grace period.8 
                                                 
7 Article 1.3 of the NTF Agreement  
8 The estimated grant element of the first option is 51.40%. This is greater than the minimum grant element of 35% 
for concessionality. Hence the first option is on highly concessional terms. 
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3.7 Financial terms for the second option include: (i) no interest charges on NTF loans; (ii) a 
service charge of 0.75 percent per annum on outstanding balances; (iii) a commitment fee of 0.5 
percent per annum on un-disbursed commitments; and (iv) a 15-year repayment period with a 5-
year grace period.9 
 
3.8 Financial terms for the third option would be the same terms as the ADB would apply 
taking into consideration the provisions of the Guidelines for the Bank’s private sector financing 
as well as the risk analysis of the project.   
  
3.9 For all the above mentioned options, the grace period starts from the date of signing of 
the financing agreement or at a date agreed amongst co-financiers, in the case of co-financed 
projects. 
 
3.10 For public sector and private sector operations, a commitment fee of 0.75 percent per 
annum on un-disbursed balances will be charged from 120 days after the signing of the loan 
agreement.  In the case of private sector projects, the Bank’s applicable policies would be 
applied.   
 
3.11 The NTF shall provide financing to suit the needs of its Borrowers.   
 

Loan Ceilings 
 
3.12 In order to promote broader coverage of the NTF resources, utilization will be subject to 
a ceiling for each operation.  For both public and private sector operations, a ceiling of US$10 
million per project will apply. Project proposals of more than US$10 million may be considered 
if there is strong justification. This will be subject to review as appropriate depending on the 
recommendations of the mid-term reviews of the NTF. 10 
 

Beneficiary contribution 
 
3.13 Beneficiaries may be required to contribute towards the cost of approved projects in order 
to promote ownership and commitment. However the NTF resources may be applied to finance 
both foreign exchange and local cost elements of approved projects. The details of the 
contribution are spelt out in the Bank Group Policy on Eligible Expenditures.11 
 
 

Financing Documentation 
 
3.14 The Bank staff will ensure that all loan agreements are adequately documented in 
accordance with current policies.  

                                                 
9 The estimated grant element in the second option is 41.38%.  This is greater than the minimum grant element of 35% for 
concessionality. Hence the second option is also on concessional terms. 
10 The Bank’s new approval procedure, all loans/grants up to UA10 million will be approved by the Board on the lapse of time 
basis. Thus NTF loans will be subject to lapse of time approval. 
11 ADB/BD/WP/2007/106/Rev.1 and ADF/BD/WP/2007/72/Rev.1  
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B. Financing Instruments 
 
3.15 Project loans will be the primary instruments for NTF support to eligible countries. These 
include loans for national and multinational projects, sector investments, lines of credit, and 
private sector operations.  
 
D. Currencies 
 
3.16 All NTF financing for both public and private sector operations will be provided in US 
Dollars. All disbursements, principal repayments and all loan charges will be denominated, and 
effected in US Dollars. 
 
3.17 As a service to its Borrowers, the Bank provides currency purchase services for foreign 
exchange transactions on both disbursements and loan repayments. This service may be extended 
to the NTF clients when needed and with sufficient justification.  This service should, however, 
not result in any foreign exchange losses to the NTF.   
 
E. Disbursement, Terms of Repayment and Frequency  
 
3.18 Disbursement: Disbursements will be made in accordance with the Bank policy. In all 
cases, disbursement is contingent on the fulfillment of disbursement conditions specified in the 
loan and agreements and the absence of any default as defined in the loan and agreements. 
 
3.19 Repayment of principal, interest and other charges: The Bank Group policies will be 
followed to ensure that borrowers pay on time.  
 
3.20 Early repayment of principal: Where a borrower elects to pre-pay in part or the whole 
outstanding principal before the maturity date, the pre-payment will be allowed if all interest, 
commitment fees and any other charges due are paid, and the Bank is given a written notice of at 
least forty-five (45) calendar days. The notice shall effective as from the date of its receipt by the 
Bank. 
 
3.21 In the event of an early repayment, a prepayment premium may be charged and such 
premium will reflect, inter-alia, the cost of re-deploying the pre-paid funds by the Bank. 
 
F. Other Conditions Specific to Private Sector Operations 
 
3.22 In general, NTF financing for private sector operations will be guided by the Bank Policy 
on Private Sector Operations. In addition, the conditions applied by the ADB lending window 
and the implementation guidelines of the updated Strategy for Private Sector Operations will be 
followed.  
 
3.23 The NTF will offer loans to the private sector on a “senior” basis. 
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3.24 To cover the financial cost of delayed payment of interest, principal or any other amounts 
due, the Bank, on behalf of the NTF, may charge a late payment fee and brokerage costs, if any, 
as incurred by the Bank. 
 
3.25 The late payment fee will be at least 2 percent per annum, over and above the loan 
interest rate. The fee will be calculated on the amount overdue for the period it is overdue. 
 
 

4. Administrative Arrangements and Approval of Financing 
Requests 

 
A. Administrative Arrangements 
 
4.1 The NTF will be administered by the Bank as a special fund in line with established 
structures and policies. The Permanent Secretary Ministry of Finance of the Federal Republic of 
Nigeria or successor shall be the primary contact person for purposes of any review of the 
performance of the NTF.  
 
4.2 The Bank will designate a senior staff member, at the level of Director, as overall 
coordinator of the NTF. The incumbent will be responsible for coordination of all NTF 
operational activities in the Bank including the preparation of pipeline of projects and 
communication between the Bank and the Nigerian authorities regarding the operational 
activities of the NTF. He/she will also coordinate the undertaking of Mid-Term Reviews of the 
NTF by the Bank. The NTF coordinator may seek the assistance of other staff as needed.   
 
B. Approval Process of Financing Requests 
 
4.3 The pipeline projects to be financed by the NTF shall be submitted annually, during the 
last quarter of the preceding year, for approval by the Executive Director for Nigeria in 
consultation with Nigeria’s Federal Ministry of Finance, prior to their consideration by the Bank. 
The pipeline of projects, with supporting Concept Notes will be approved by the OpsCom prior 
to submission to the Nigerian authorities.  
 
4.4 The pipeline approval process shall be timed to ensure efficiency and to avoid delays to 
the Bank’s operational cycle. In that context, the Nigerian Authorities will be expected to 
provide clearance within 30 days, at the expiry of which the pipeline would be considered as 
approved on a lapse of time basis.   Once the pipeline has been approved, projects may only be 
added to the pipeline on a case by case basis with strong justification. 
 
4.5 Once the pipeline is endorsed, approval of specific projects/investments shall be 
approved by the Board of Directors of the Bank. 
 
C. Visibility of the Nigerian Trust Fund 
 
4.6 The Bank will ensure that the NTF is granted visibility as one of the financing windows 
of the Bank Group. In this regard, all financing agreements for NTF-supported projects will 
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clearly indicate the source of financing as the Nigeria Trust Fund. In addition, internal and 
external information and sensitization campaigns will be carried out in order to promote the use 
of the NTF among Bank staff and RMCs partners. 
 
 
 

5. Performance and Results Measurement  
 
5.1 To monitor the performance and report the results of projects that are financed, the NTF 
will utilize the Results-based Log-frame Matrix adopted by the Bank Group, and as may be 
amended. The Log-frame will be completed at the appraisal stage of project preparation and the 
Matrix shall be used at the Mid-Term Review and/or project completion for evaluating the 
progress achieved in the implementation of the project.  As with all Bank projects, NTF projects 
will be subject to all quality assurance reviews and results measurement processes. 
 
5.2 The NTF Coordinator in conjunction with the Country Departments will ensure that all 
projects financed with NTF resources are supervised by teams of competent professionals, at 
least once to twice a year, during their implementation. The supervision teams will prepare and 
submit reports to the Sector Departments as well as the Coordinator. The performance of the 
NTF Coordinator will be assessed annually on the basis of the Bank’s performance evaluation 
system for senior managers. 
 
 

6. Periodic Reviews 
 
6.1 The NTF will be reviewed three times during its implementation (in the third, sixth and 
ninth years) to assess contribution and effectiveness and to promote learning from experience. 
The reviews which will be external will assess the progress made in implementing the provisions 
of the NTF Agreement. The reviews will also assess progress in implementing: 
 

i. The recommendations of the NTF Independent Evaluation Report. 
ii. The operational priorities set out in the Operational Guidelines. 

 
6.2 The reviews shall be performance-based in order to assess the contribution of the NTF to 
the development efforts on the continent. In particular, key performance indicators for the NTF 
will be developed following discussions with Nigerian Authorities and based on ORQR’s 
proposals Lessons learned during the first and second reviews will help to improve 
implementation in the reminder of the NTF period. 
 
 

7. Report on NTF Annual Activities  
 
 An Annual Report on NTF activities will be included in the Bank Group Annual Report. 
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8.      Dispute Resolution Mechanism  
 
            Disputes pertaining to the terms of these guidelines will be settled amicably by the 
parties, with consideration being given by each party to the views and concerns of the other.    
 
 

9. Entry into Force 
 
9.1 These guidelines will enter into force on the day they are approved by the Board of 
Directors. 
 
9.2 The Guidelines may be amended by mutual agreement of the Bank and the Federal 
Republic of Nigeria. 

 


