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Message from the President

Over the last 24 months, the world has
been hit by three triple challenges—a
global climate crisis that has primarily
impacted Africa; an unprecedented pan-
demic that continues to morph into new
variants; and rising costs of food and
energy, precipitated by the war in Ukraine.

Rarely has there been a simultaneous
convergence of so many global chal-
lenges at once.

Today, Africa stands united in its deter-
mination to build back better, stronger,
and more resiliently.

While climate change continues to buffet our eco-
systems and threaten lives and livelihoods, the African
Development Bank is front and center as an interven-
ing institution and a global voice for change.

While the pandemic has dealt a heavy blow to
African economies and pushed millions of people into
extreme poverty, we are on track to reverse the losses
with several innovative instruments.

While our continent has been tested to the limits
financially and economically, hope is on the horizon.
In 2021, Africa recorded a growth in gross domestic
product (GDP) of 6.9 percent. Against great odds, the
continent, turned around a decline of 1.6 percent in the
previous year. That growth was higher than expected,
especially for oil-exporting countries, mainly thanks to
the rebound in oil prices.

These are encouraging signs. Africa is heading
in the right direction. Throughout 2021, the African
Development Bank Group continued to demonstrate
its unwavering commitment to building resilience in
economic and health sectors across the continent.
We have adapted our activities to the challenges
of the pandemic to meet the needs of our member
countries even better than before.

An improved strategic alignment of the African
Development Bank's working environment resulted in
an increase in overall Group activities from USD 5.84
billion approved in 2020 to USD 6.31 billion in 2021.

We have achieved this by reprioritizing our lending
program from an emphasis on program-based opera-
tions in 2020 to investment projects in 2021.

THE AFRICAN DEVELOPMENT BANK GROUP

We have made tremendous progress implement-
ing our High-5 strategic priorities.

We installed 285 MW of new energy capacity to
light up and power Africa, including 72 MW of renew-
able energy. And we have provided 1.3 million people
(616,000 of whom are women) with new electricity
connections.

To feed Africa, we financed the building and reha-
bilitation of 1,386 kilometers of roads and provided
9,500 hectares of land with improved water manage-
ment. As a result, we helped 3.7 million people to ben-
efit from improvements in agriculture.

To industrialize Africa, we provided 133,600 own-
er-operators and micro, small, and medium-sized
enterprises access to financial services, while 3.4 mil-
lion people benefited from investee projects.

To integrate Africa, we secured access to better
transport services for 6.6 million people and con-
structed or rehabilitated 262 kilometers of cross-
border roads.

And to improve the quality of life for the people of
Africa, we provided 12.2 million people with new or
improved access to water and sanitation and 130,000
people with better access to education.

These are truly extraordinary results. But we did
not stop there.

Through our Transition Support Facility (TSF), we
have provided USD 676.1 million to about 29 projects
to help transition states tackle the economic and
social impact of the pandemic.

Moreover, as part of our Jobs for Youth in Africa
strategy, we continued to support young people,
equipping them with relevant skills and creating
employment to harness Africa's demographic divi-
dend. Africa's youth are among the hardest hit by the
pandemic. Mindful that the time is now to build youth-
based wealth across Africa and boost financial sup-
port for youth businesses, the African Development
Bank Group is exploring the establishment of Youth
Entrepreneurship Investment Banks—financial institu-
tions run by the youth for the youth in Africa.

Looking back on 2021, many challenges remain
and require continued support from the African Devel-
opment Bank Group. As of December 2021, less than



10 percent of the African population had been fully
vaccinated against the coronavirus, compared to at
least 50 percent vaccination rates in most other part
of the world. Without scaling up vaccination cam-
paigns, Africa’s economic recovery remains uncertain.
Therefore, the African Development Bank Group calls
for global vaccine justice, efficient delivery, and soli-
darity. We will support the continent's efforts to pro-
duce vaccines as part of the African Union's vaccine
development plan to help advance the pharmaceuti-
cal industry in Africa, which produces less than 1 per-
cent of the continent's vaccine requirements.

Another challenge remains the high public debt in
many African countries, which has limited the ability
of African countries to increase spending and finance
their post-COVID-19 recovery. In 2021, the African
Development Bank Group approved its Debt Action
Plan to help address fiscal and debt stress in Regional
Member Countries and make debt work better for the
continent. Our Board of Directors also approved, in
February 2021, the African Development Bank Group's
Strategy for Economic Governance in Africa (SEGA)
to address the rising public debt burdens in African
countries, reduce leakages for a more effective pub-
lic sector, and promote an environment that drives
investment and private sector growth.

In line with this new strategy, the African Devel-
opment Bank Group approved governance projects
in thirteen African countries, including a multinational
project spanning the five African regions for a total
amount of USD 1.1 billion. The African Development
Bank Group has also been a leading voice for the redis-
tribution of the International Monetary Fund Special
Drawing Rights (SDRs), which offer low- and middle-in-
come countries greater space to manage the public
debt that they have accrued over the past two years.

Cognizant of the danger posed by climate change,
the African Development Bank Group increased its
climate finance to 41 percent of its total approvals
for 2021, amounting to USD 2.6 billion, a 7 percent-
age points increase compared to 2020. Of the Bank
Group's climate finance resources, 67 percent was
committed to adaptation (USD 1.7 billion) and 33 per-
cent to mitigation (USD 853.3 million).

In 2021, 92 percent of all approved projects, coun-
try strategies, and policy documents were designed
with climate change and green growth consider-
ations. As part of a pledge to support African countries
participating in the COP26 energy transition process,
the Bank Group approved in 2021 a USD 1 million Spe-
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cial Funds (SF) grant for the COP26 Energy Transition
Rapid Response Facility to support the transition.

Looking ahead, the African Development Bank
Group remains committed to supporting the transfor-
mation of the continent as an important contributor
to sustainable development. One area in which the
Bank Group will continue to work closely with govern-
ments and the private sector, is in the development of
Special Agro-Industrial Processing Zones (SAPZs) that
will help to transform rural areas across Africa into
economic zones of prosperity and unleash the wealth
across agricultural value chains.

I am delighted that, notwithstanding the extremely
difficult environment, the African Development Bank
Group maintained its stellar Triple-A rating with a sta-
ble outlook by the major global credit rating agencies
for the sixth year in a row.

| want to thank our shareholders, whose ongoing
support has helped us to secure the Bank Group's
long-term financial sustainability and cement our
reputation as Africa's premier development finance
institution. This was further strengthened by the pres-
tigious U.S. magazine Global Finance's nomination of
the African Development Bank Group as the "World's
Best Multilateral Financial Institution"” in 2021. We can
be proud of our institution.

All of this would not have been possible without
the dedication and support of our Board of Executive
Directors to whom | am deeply indebted.

The management and staff of the Bank have helped
to deliver amazing results in a challenging global envi-
ronment. | am grateful to them for their selfless work
and commitment to excellence in delivery.

| am confident that, with the support of our val-
ved shareholders and the continued dedication of our
more than 2,000 exceptional staff members, the Afri-
can Development Bank Group will continue to build
on its achievements and go from strength to strength.

Together, we are making a difference!

DtyAkinwumi A. Adesina

President of the African Development Bank Group
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Letter of Transmittal

In conformity with Article 32 of the Agreement Establishing the African Development Bank, and Articles
8, 11, and 12 of the General Regulations adopted thereunder, and pursuant to Article 26 of the Agree-
ment Establishing the African Development Fund, and Articles 8, 11, and 12 of the General Regulations
adopted thereunder, the Boards of Directors of the Bank and of the Fund hereby submit to the Boards of
Governors the Annual Report and the Financial Report of the African Development Bank and the African
Development Fund for the financial year ended 31 December 2021. This Annual Report includes a review
of developments in the operational activities of the Bank Group during 2021. The Financial Report con-
tains the full set of audited financial statements of the Bank and the special purpose financial statements
of the Fund, together with the approved administrative budget for 2022. Electronic versions of the two

Reports are available on the Bank Group's website at www.afdb.org/annualreport.

The Last Mile Connectivity
Project is extending electricity
to villages in Kenya's 47 districts
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2021 Quick Facts

FINANCIAL HIGHLIGHTS

The Bank Group maintained a triple-A rating with a stable outlook from all four major global
rating agencies

Bank Group 2021 approvals of UA 4,506 million, by High 5

20% (UA 908m) Feed Africa

(-)

37 /0 (UA 1,654m) Improve the Quality of Life for the People of Africa
O,

16 /O (UA 698m) Integrate Africa

(-)
9 /O (UA 419m) Light Up and Power Africa

1 8% (UA 828m) Industrialize Africa

Bank Group 2021 approvals of UA 4,506 million, by region

1 % (UA 65m) Multiregional
15% (UA 673m) Central

D9% (UA1,287m) West
23% (UA1,019m) East

14% (A 630m) North

18% (UA 832m) Southern

Note: As a result of rounding, the numbers in the charts may not add up
precisely to the total.
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2021 QUICK FACTS

FINANCIAL HIGHLIGHTS

Capital as of 31 December 2021
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Note: As a result of rounding, the numbers in the charts may not
add up precisely to the total.
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2021 QUICK FACTS

2021 Quick Facts, continued

HIGHLIGHTS on the HIGH 5s'

Light Up and
Power Africa

Integrate
Africa

HIGHLIGHTS on CROSS-CUTTING AREAS

1. Results data are presented as a three-year moving average. Because the Bank's interventions are increasingly co-financed with other
development partners, the outputs are prorated according to the proportion of total project costs financed by the Bank.
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The Bank estimates that the pandemic pushed 29 mil-
lion Africans into extreme poverty and accounted for
the loss of about 22 million jobs in African countries
in 2021. The hardest hit were informal sector workers,
mainly women and youth. In addition, several African
countries, such as Eswatini, South Sudan, and Uganda,
closed schools for more than 37 weeks (the global aver-
age from the onset of the pandemic to October 2021),
equivalent to more than a half-year of schooling. The
hugely destructive impacts of long school closures are
eroding the positive trends in education over the past
decade and will have fundamental and long-lasting
consequences for human capital accumulation and
productivity growth. The pandemic has also continued
to stretch healthcare systems to their limits, creating
secondary healthcare crises in some countries.

Africa's dismal COVID-19 vaccination rates—the
world's lowest—are a major obstacle to mitigating the
lingering socioeconomic impacts of the pandemic.
As of 31 December 2021, only 9.2 percent of the Afri-
can population was fully vaccinated against the virus,
against at least 50 percent in most other regions. The
Bank's studies show that a successful Africa-wide vac-
cine rollout would inevitably reduce the prospect of
new COVID-19 waves and boost confidence, growth,
and recovery.

Africa's gross domestic product (GDP) is estimated
to have expanded by 6.9 percent in 2021, despite
continued resurgences of the pandemic and the
slow vaccination rollout. The upturn in the economic
recovery of 2021 is partly attributed to the imple-
mented policies, higher commodity prices induced
by the gradual lifting of restrictions worldwide, and
increased global demand. Africa’s estimated real GDP
growth in 2021 surpassed the world average and that
of other regions, largely reflecting strong recovery
in Libya attributed to the rebound in oil production
and exports, faster re-opening of economies due to
the lower COVID-19 infections, and death rates in the
continent. The most recent International Monetary
Fund (IMF) forecast estimates the global economy to
have expanded by 6.1 percent in 2021, the Euro area
by 5.3 percent, Emerging and Developing Asia by
7.3 percent, and Latin America and the Caribbean by
6.8 percent.

CHAPTER 1: AFRICA'S DEVELOPMENT CONTEXT

In Africa, the upturn was highest in the North

Africa region, with an estimated growth of
11.7 percent in 2021, mostly attributed to a sig-
nificant expansion in Libya due to a rebound
in oil production and exports that saw GDP
expand by 177.3 percent, improved economic
conditions in the region's largest trading part-
ners (China, the Euro area, and the United
States), increased tourism, and higher
oil prices. GDP in East Africa, the only
region that avoided recession in
2020, is estimated to have climbed
by 4.8 percent in 2021, thanks to
the sustained fiscal stimulus and
continued recovery in the manu-
facturing, financial, transport, and
hospitality sectors; public spending
on infrastructure; improved perfor-
mance in agriculture; and deepening
regional economic integration. In Central
Africa, growth in 2021 is estimated at 3.4 percent.
All the region's countries, except the Central African
Republic, Chad, and the Republic of Congo, are esti-
mated to have rebounded strongly due to recoveries
in prices and demand for oil and other commodities.
Growth in the West Africa region in 2021, estimated
at 4.3 percent, was driven largely by Nigeria (3.6 per-
cent growth), Ghana (5 percent), and Cote d'Ivoire (7.4
percent), and Senegal (6.1 percent). Southern Africa,
the region hardest hit by the pandemic, recorded
estimated growth of 4.2 percent in 2021, attributed
largely to the rising commodity prices and increasing
global demand for metals and non-metals.

Africa's real GDP growth displays wide disparities
across economic characteristics. Tourism-dependent
economies are estimated to have experienced the
strongest economic rebound in 2021 of 4.4 percent on
average, from a decline of 12.7 percent in 2020, led by
Seychelles (7.9 percent) and Mauritius (4.0 percent).
Real GDP growth in non-resource-intensive econ-
omies is estimated at 5.8 percent in 2021, with their
diversified economic structures benefiting from the
resumption of productive activities and sustained fiscal
stimulus packages and an uptick in investment and pri-
vate consumption. Growth in oil-exporting countries is

The impacts of
the COVID-19
pandemic have
persisted.

Africa's GDP is
estimated to have
rebounded in 2021, but
growth displays
significant disparity across
regions, countries,
and economic
characteristics.
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Most macroeconomic
fundamentals remain
weak due to the continued
effects of the pandemic
but are projected
to improve in the
medium term.
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estimated at 8.1 percent in 2021, sup-
ported by the global demand-led
surge in oil prices in the second
half of 2021. In other resource-in-
tensive economies, real GDP is
estimated to have expanded by
4.5 percent in 2021, driven by
demand-led rises in metals and
mineral prices, which support
continued recovery across coun-
tries in this group.
Currency depreciation seen in most
African countries after the pandemic's
outbreak continued in 2021, more so in commod-
ity-exporting countries. In non-resource-intensive
economies, exchange rate depreciation was much
lower. Some countries even registered a slight appre-
ciation of their currencies, as their economies slowly
recovered from the pandemic-induced economic
crisis. Africa-wide, inflation rose by 2.2 percentage
points to 13 percent in 2021, reflecting a combination
of drivers, including increased food prices attributed
to local supply shortages, a rise in global food prices,
global supply-demand mismatches, and rising com-
modity prices.

Monetary policies in most African countries were
supportive of recovery. Many countries that experi-
enced declining or relatively stable inflation main-
tained or lowered their policy rates at the start of the
pandemic. The biggest cutters were Liberia (10 per-
centage points) and Egypt (4.5 percentage points).
Fiscal deficits improved slightly on average to 5.1 per-
cent of GDP in 2021 from 7.2 percent in 2020 and are
expected to fall below the pre-pandemic level of 4.3
percent over the next two years to reach 4 percent
of GDP. Fiscal deficits are estimated to have declined
from 6.7 percent of GDP in 2020 to 4.2 percent in
2021 in oil-exporting countries and from 8.0 percent
of GDP to 5.8 percent in other resource-intensive
countries. In those countries, revenues improved,
supported by rising commodity prices. Similarly, in
tourism-dependent countries, fiscal deficits are esti-
mated to have fallen by 5.8 percentage points, to 8.0
percent of GDP in 2021, from 13.8 percent in 2020, as
tourism revenues recovered from the decline in 2020.

Despite slight improvements in fiscal deficits, the
combined effects of low government revenue and
higher public spending engendered by the pan-
demic have widened Africa's development financing
gaps (estimated at around USD 432 billion in 2020-
22, slightly less than the AEO 2021 estimate of USD
484.8 billion, due in part to better-than-anticipated

THE AFRICAN DEVELOPMENT BANK GROUP

fiscal positions), increased liquidity pressures, and fur-
ther exacerbated debt vulnerabilities. Africa's public
debt is estimated at USD 546 billion, about a quar-
ter of the continent's GDP and higher than its annual
government revenues (approximately USD 500 bil-
lion). This rapid debt accumulation has raised Africa's
debt-servicing costs. On average, some 18 percent
of total government revenue is used to service debt,
at the expense of social services such as education
and health, which form the basis for sustainable and
inclusive growth. The rising debt levels have impacted
debt sustainability ratings, particularly for low-income
countries in Africa. As of December 2021, out of 38
African countries with data, 22 were either in or at risk
of debt distress—7 in debt distress and 15 at high risk
of debt distress.

Global support from bilateral and multilateral
development partners, including the African Develop-
ment Bank, the IMF, and the World Bank have helped
pre-empt a wave of defaults in Africa. For instance,
the IMF's historic general allocation of USD 650 billion
in Special Drawing Rights (SDRs) has helped alleviate
liquidity pressures in some countries, allowing them
to boost their external buffers. African countries col-
lectively received about USD 33.2 billion (only 5 per-
cent of the allocation), with absolute amounts ranging
from USD 19.9 million to S30 Tomé and Principe to
more than USD 4.1 billion to South Africa—but these
are small shares given the huge size of their financing
gaps and needs. Therefore, to reconcile the distribu-
tion of SDRs with countries' needs, the IMF has called
for voluntary channeling of SDRs from member states
with strong external positions into the Poverty Reduc-
tion and Growth Trust, which is currently interest free.
Compliance with the Trust will determine the level of
additional resources available to African countries.
The approval of the African Development Bank's Debt
Action Plan (2021-2023), under its regional integration
strategy, was another unprecedented move that out-
lined specific actions to address fiscal and debt stress
to make "debt work for Africa.”

Ultimately, to further boost and sustain economic
recovery post-COVID-19, a policy mix to speed up
vaccine access and rollout, address debt vulnerabil-
ities and climate change, support households and
firms, and strengthen domestic resource mobilization
remains critical. It will require, among other things,
supporting domestic pharmaceutical industries to
produce locally needed vaccines and addressing
bottlenecks to vaccine delivery, maintaining accom-
modative monetary policies and fiscal support where
there is fiscal space, and accelerating governance



Stock on view at a fertiliser
warehouse in Njombe, Tanzania.

reforms and improving public financial management,
while enhancing the efficiency of debt-financed pub-
lic investments.

While policymaking in 2021 focused on revamping
economies and implementing containment measures
to curtail the spread of the COVID-19 virus and enable
a full reopening of economies, efforts to build back
better and engender resilient economies may be ham-
pered by the devasting climate-related shocks on the
continent. Consequently, policies aimed at support-
ing Africa's climate-resilient post-pandemic economic
recovery must include initiatives to enhance the conti-
nent's resilience by mitigating climate-related shocks
that contribute to output fluctuations and by acceler-
ating climate adaptation.

Guided by its High 5 priorities—to Light Up and
Power Africa, Feed Africa, Industrialize Africa, Inte-
grate Africa, and Improve the Quality of Life for the
People of Africa—the African Development Bank con-

tinued to play a critical role in helping its Regional

Member Countries rebuild stronger and more resil-

ient economies in the post-COVID-19 era. Despite the
challenges in its operating environment that affected
the delivery of the planned lending program, the
Bank Group took several important steps to focus
more on results and development impact, with
higher approvals in 2021 than in 2020, as detailed in
the report.

Tunisian pharmaceutical laboratory
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Approvals

Bank Group approvals for 2021 (UA 4.51 billion) were
slightly higher than approvals for 2020 (UA 4.17 bil-
lion) but lower than those before the pandemic
(UA 7.3 billion) (Figure 2.1). African Development Bank
(ADB) approvals amounted to UA 2.45 billion, African
Development Fund (ADF) approvals amounted to
UA 1.26 billion, and Nigeria Trust Fund (NTF) approv-
als stood at UA 3.6 million. Other approvals under
Special Resources included UA 43.7 million under
the Private Sector Credit Enhancement Facility (PSF),
UA 483.1 million under the Transition Support Facil-
ity (TSF), and UA 263.6 million under Special Funds
(Table 2.1). Approvals under the TSF reflected con-
tinued high support following the UA 471.9 million
approved in 2020 to assist transition economies
in addressing the socioeconomic impacts of the
COVID-19 pandemic.

Challenges in the Bank's operating environment
affected the delivery of its planned lending program.
Most of the key lending targets for 2021 could not be
met because of the cancellation or postponement of
over 60 operations (UA 2.09 billion). There are four
main explanations for this trend: delays in finalizing
environmental and social safeguards studies due to
the stricter enforcement of existing Bank safeguard
procedures and the need to support RMCs in their
efforts to reinforce their capacities to prepare more
robust studies;* headroom constraints, including
delays in confirming the availability of ADB resources
for eligible ADF countries;* changes in country prior-
ities or project sites; and processing delays at both
the client and Bank levels, attributable partly to the
impact of the lockdowns and travel restrictions,
which curtailed project preparation activities.

Approvals for non-sovereign operations (NSOs) in
2021 were UA 549 million (11 percent of total approv-
als). This is markedly higher than the 2020 figure of
UA 393 million (9 percent of total approvals). The
approvals comprised UA 391.9 million in project loans,

3 Partly stemming from difficulties in movement due to COVID-19,
and from publication deadlines.

4 Under the Bank's Credit Policy, if assessed, some previously African
Development Fund (ADF)-only countries can access financing from
the ADB window.

CHAPTER 2: BANK GROUP OPERATIONS THROUGH A HIGH 5 LENS

lines of credit, and those made through the Soft Com-
modity Finance Facility, UA 29.9 million in private
equity, and UA 127.6 million in private guarantees.

The year 2021 was challenging for NSOs, as the
Bank resumed lending activities in an environment
still greatly affected by the pandemic. Major con-
cerns related to credit risk perception, viability, risk
capital, and key management and strategic changes
accounted for the cancellation/postponement of
projects worth UA 594 million.

Approvals for program-based operations for 2021
amounted to UA 782 million—a steep drop from the
UA 2.77 billion in 2020 but closer to pre-COVID lev-
els. The reduction in the volume of program-based
operations is due to reprioritization to investment
projects in 2021. In 2020, the focus had been on sup-
porting RMCs to address the COVID-19 challenges,
which resulted in an exceptionally large number of
approvals for program-based operations, 92 per-
cent of which had been financed through the Crisis
Response Budget Support. In 2021, the need to pro-
vide program-based support to RMCs was markedly
low, resulting in a reorientation of Bank financing to
focus on investments for Africa's recovery.

Approvals for all High 5 priorities, except Light Up
and Power Africa, experienced huge changes from
their 2020 levels: sharp increases for Feed Africa,
Industrialize Africa, and Integrate Africa, and a major
decrease for Improve the Quality of Life for the People

Bank Group approvals, 2019-2021 (UA millions)
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TABLE 2.1 Bank Group approvals, by source and financing instrument, 2021 (UA millions)

Ordinary resources Special resources Bank Group
Private
African African Nigeria = Sector Credit | Transition
Development | Development Trust | Enhancement Support | Special Bank
Financing instrument Bank* Fund* | Subtotal Fund Facility Facility Funds | Subtotal Group
Total loans and 2,335.3 1,263.3 | 3,598.6 3.6 — 483.1 — 486.7 4,085.3
grants
Other approvals 13.8 — 13.8 — 43.7 — 263.6 307.2 421.0
Of which
Equity participation 29.9 — 29.9 — — — — — 29.9
Guarantee 83.9 — 83.9 — 43.7 — — 43.7 127.6
Other — — — — — — 263.6 263.6 263.6
Total approvals 2,449 1,263.3 3,712.4 3.6 43.7 483.1 263.6 793.9 4,506.3

*Excluding special resources.

FIGURE 2.2 Distribution of 2021 approvals by High 5 priority
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of Africa. These are explained by the substantial repri-
oritization of the 2020 lending program in addressing
pandemic-related challenges.

Approvals for Light Up and Power Africa amounted
to UA 419.4 million in 2021, 10 percent lower than the
2020 level of UA 463 million, but markedly lower than
the 2016-2019 average of UA 1.4 billion. Several fac-
tors, including ADB financing headroom constraints
and changing government priorities, led to the post-
ponement of several operations that were planned
for Board presentation in 2021. Approvals for Feed
Africa, at UA 908 million, were more than seven
times their 2020 level, but in line with the 2016-2019
average of UA 908 million. Approvals for Industrial-
ize Africa reached UA 8277 million, a substantial
increase of UA 628.5 million over 2020 approvals,
but still markedly lower than the 2016-2019 aver-
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Light Up and Power Africa
Industrialize Africa
Integrate Africa

Improve the Quality of Life for the People of Africa

age of UA 1.5 billion. Approvals for Integrate Africa,
at UA 697.6 million, were close to four times higher
than their 2020 level, but lower than the 2016-2019
average of UA 980 million, which included an excep-
tionally high level of approvals in 2019 (UA 1.54 bil-
lion), pushed by several lines of credit that accounted
for close to one-third of approvals. Approvals for
Improve the Quality of Life for the People of Africa, at
UA 1.65 billion, showed a decrease of UA 1.55 billion
from 2020's exceptional level of approvals due to the
high volume of COVID-19 response operations, which
were all mapped under this High 5. Approvals for this
priority fluctuate widely from year to year. The 2016-
2019 average of UA 2.4 billion results from approvals
ranging from UA 3.32 billion in 2016 to UA 1.67 billion
in 2019. The distribution of 2021 approvals by High 5
priority is shown in Figure 2.2.



FIGURE 2.3 Bank Group disbursements, 2016-2021
(UA millions)
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Disbursements

The Bank Group disbursed UA 3.1 billion in 2021, a
sharp drop from the UA 5.13 billion disbursed in 2020
on account of the large volume of crisis response
budget support operations (Figure 2.3). Other fac-
tors that accounted for the lower disbursements
in 2021 were delayed signatures for a number of
approved NSO transactions (totaling UA 332 mil-
lion) due to capital management considerations or
delayed negotiations; lower NSO approvals in 2020
and 2021; travel and lockdown restrictions due to
the COVID-19 pandemic and security concerns in
some conflict areas (impacting project implemen-
tation and hence disbursements); and delay in
effectiveness of 10 operations, representing a total
approval of UA 480 million, due to the protracted
negotiations between the European Commission
and the Bank on the issue of European Union (EU)
Restrictive Measures.

Bank Group portfolio

The Bank Group portfolio amounted to UA 42.23 bil-
lion at end-2021, relatively unchanged from UA 42.5
billion at end-2020. Of the portfolio of 1,584 loans
and grants, 56 percent were rated satisfactory, 14
percent were under close management watch, and
30 percent were flagged for management attention.
The main reasons for the relatively high volume of
flagged operations are disbursement delays (60
percent), slow procurement (28 percent), and sig-
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FIGURE 2.4 Bank Group portfolio distribution by sector,
as of December 31, 2021
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Note: Percentages do not sum to 100 because of rounding.

nature delays (12 percent).’ These delays are largely
attributable to the relatively weak implementation
capacity of Project Implementation Units, the chal-
lenges faced by executing agencies and bidders
during the bidding period leading to an extension
of submission deadlines, and the complexity and
difficulties of starting up infrastructure and regional
projects. The restricted movements of workers and
delayed supplies due to COVID-19-induced travel
and lockdown restrictions exacerbated these chal-
lenges. Figure 2.4 shows the breakdown of dis-
bursements by sector.

Co-financing

The Bank mobilized UA 1.31 billion in co-financing, 93
percent of the target of UA 1.41 billion and 45 percent
higher than the UA 909 million achieved in 2020. Of the
amount mobilized, UA 998 million was for sovereign
operations and UA 316 million for non-sovereign oper-
ations. Resources mobilized for sovereign operations
included UA 264 million from the Japan International
Cooperation Agency for the Mauritius policy-based
operations and the Integrated Transport Program—
Phase |, UA 218 million from the Islamic Development
Bank, UA 146 million from the Agence Francgaise de
Développement (AFD) and UA 113 million from Africa
Growing Together Fund (AGTF).

5 In certain cases, issues affecting effectiveness included the reluctance
to sign the loan agreement until all due diligence was completed, to
avoid paying commitment fees; the lengthy ratification process; and
suspension of Parliament, leading to delays in ratification.

2021 ANNUAL REPORT . 7



Resources mobilized for non-sovereign opera-
tions included UA 43.7 million from the Private Sector
Credit Enhancement Facility, UA 45.9 million from the
Japan International Cooperation Agency, UA 45.7 mil-
lion from the European Bank for Reconstruction and
Development, and UA 59.7 million from the Agence
Francaise de Développement. The Bank also secured
a Mandated-Lead Arranger role for a project worth
EUR 180 million in Gabon and is negotiating man-
dates for two additional transactions in Benin and
Burkina Faso.

The Bank continued to explore more opportuni-
ties for partnerships, co-financing, framework agree-
ments, and innovative co-lending structures®on proj-
ects with other non-traditional partners to improve
performance in this key area. The Board of Gover-
nors approved a 10-year Cooperation Agreement
with Korea. This agreement is linked to the Korea-
Africa Energy Investment Framework, which will pro-
vide approximately USD 600 million (UA 415.3 million)
to support energy sector investment projects. In
December 2021, the Bank resumed negotiations with
the European Commission on a new Financial Frame-
work Partnerships Agreement,”’ which is expected to
be signed in 2022. This follows successful negotia-
tions on the EU's Restrictive Measures on the issue of
"transposition."®

Innovative financing

The Bank approved a EUR10.5 million equity invest-
ment in the Janngo Start-Up Fund, a Pan-African
technology start-up fund, which focuses on building,
growing, and investing in tech start-ups with proven
business models and inclusive social impacts. Janngo

6 Such as issuance of debt securities (private placements) in the cap-
ital markets backed by loans to state-owned enterprises or govern-
ments, leveraged guarantee structures, and syndication platforms.

7 This will position the Bank to access the EU's European Fund for Sus-
tainable Development window, worth EUR 30 billion over the next
seven years under the new seven-year EU budgetary cycle (2021-
2027).

8 Transposition is an "obligation of result” to ensure that no EU funds
benefit individuals or entities subject to EU restrictive measures,
whether they receive funds directly from the Bank or at subsequent
levels as subcontractors or suppliers.
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is part of the new and upcoming first generation of
venture capital funds targeting early-stage busi-
nesses. It provides long-term financing and in-depth
technical assistance to innovative entrepreneurs,
thereby creating efficient digital services in various
sectors to the benefit of African customers in key
sectors such as health; higher education (including
technical vocational education and training); sci-
ence, technology, and innovation; and finance. This
double effect on supply and demand will increase
business opportunities, foster growth, and promote
a better quality of life for the beneficiaries and cus-
tomers. The Fund's focus on Sub-Saharan regions,
especially West Africa, will increase access to pri-
vate financing, digital services, and technical assis-
tance while supporting socially and environmentally
responsible companies.

The Bank approved a EUR 70 million line of credit
to support private sector enterprises in West African
Economic and Monetary Union member countries.
These resources will be on-lent, particularly to enter-
prises in agricultural value chain development and
job-creating service sectors. It also approved, as part
of the same operation, a USD 24 million Equity Invest-
ment in the general capital increase of Banque Ouest
Africaine de Développement (BOAD), which will allow
the Bank to own 1 percent of BOAD's capital and be
represented on the Board of Directors. The ADB and
BOAD have several complementary strategic priori-
ties. The participation of the Bank in BOAD's capital
increase, although modest, should have a demonstra-
tion effect to catalyze the participation of other DFls
and non-regional member states.

The Bank also approved a comprehensive finan-
cial package (EUR 25 million ADB subordinated
loan, EUR 15 million ADB partial credit guarantee,
EUR 10 million ADB Trust Fund line of credit, and
USD 6 million first loss guarantee) to support NSIA
Bangue in Cdte d'lvoire in its strategy to support
local small and medium-sized enterprises (SMEs). The
project targets labor-intensive sectors and improved
access to finance for underserved businesses, espe-
cially SMEs, and women-owned and youth-owned
businesses. One of the unique features of the opera-
tion is that the partial credit guarantee is dedicated to
women-owned businesses.

Opposite: The AfDB financed a water supply
reinforcement project in Angola, bringing
drinking water to this school



CHAPTER 2: BANK GROUP OPERATIONS THROUGH A HIG

HIGHLIGHTS OF THE BANK GROUP'S OPERATIONS, BY HIGH S PRIORITY

The Bank has made a long-lasting impact in Africa by concentrating on key sectors that lack
adequate investment. Its High 5 priorities are integrated into the Bank's strategy to further
the Sustainable Development Goals (SDGs) and to achieve strategic investment in key sectors,
and have led to significant improvements in energy access, food security, industrialization,
connectivity, and quality of life.

The Role of the AfDB and the Future of Africa

Daniel F. Runde, Senior Vice President, Center for Strategic and International Studies

The breakdown of Bank Group approvals in 2019-2021 by High 5 priority is in Figure 2.5.
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Light Up and Power Africa

The Bank actively participated at the 26" UN Climate
Change Conference of the Parties (COP26) in Glasgow,
United Kingdom in November 2021 (see also the sec-
tion on climate change) and officially announced its
renewed commitments and ambitions to respond to
climate change and promote green growth in Africa,
through its new strategic framework adopted by the
Board of Directors in October 2021. The framework
includes a high-level policy, a long-term strategy
(2021-2030), and a five-year action plan (2021-2025)
on climate change and green growth. Through this
framework, the Bank further committed to ensuring
that all new Bank operations and sector strategies
become fully Paris-aligned by 2023, with country-level
and internal alignment by 2025. The Board of Direc-
tors has also adopted an amendment to the Bank's
Energy Sector Policy of 2012. The amendments align
the energy policy with Bank commitments to end all
financing of new coal-based projects.

The Bank is increasingly addressing climate-related
risks and challenges when designing energy programs,
expanding its investments in renewable energy, and
aiming to “crowd in" other public and private invest-
ments, to help mobilize the financing needed to
develop Africa's energy infrastructure. It is also working
to develop mini-grid solutions, often the best means of
supplying power to remote communities.’

Some of the Light Up and Power Africa operations
completed in 2021 show how this High 5 priority is
helping RMCs address the impact of climate change
on the energy sector:

« 1.3 million people, 616,000 of them women, with
new electricity connections.

o 456 km of new or improved power distribution lines.

o 294 km of new or improved power transmission
lines.

« 285 MW new total power capacity installed, 72
MW of it renewable.

« 1.1 million fewer tons of carbon dioxide emissions

produced.

9 Source of opening paragraphs for all High 5s: ADER 2020.
10 Results data are presented as a three-year moving average.
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Approvals for this High 5 priority amounted to
UA 419.4 million in 2021 (9 percent of total approvals),
10 percent lower than 2020's UA 463 million (11 percent
of the total). Examples of approved operations are:

« The Kinguele Aval Hydro Power Project in Gabon,
with EUR 20 million from the ADB private window,
EUR 10 million from the Africa Growing Together
Fund, and EUR 9 million from the Bank's Sustain-
able Energy Fund for Africa. The project entails the
design, construction, and operation of a 34 MW
power plant, to provide a net annual generation
of 203 GWh. This will be Gabon's first independent
power producer designed to displace domes-
tic gas-fired generation, adding flexibility to the
national power system, which is needed to inte-
grate variable renewable power sources.

o The Mozambique Energy for All (two ADF grants
for a total of UA 25.9 million). The project includes
the construction of a new national control center
to boost power exports by the national power
utility. This facility aims to triple energy exports
by incorporating more renewable sources such as
solar and wind and to attract more investments as
domestic power supplies and stability improves.
In Nampula province, the national power utility is
engaging with the United Nations Refugee Agency
to include internally displaced persons and refu-
gee camps as part of the project scope.

« The multi-country™ Ethiopia-Djibouti Second
Power Interconnection (UA 60 million ADF grant).
The first interconnection line is reaching its power
transfer capacity limit in both countries, so the
governments have decided to develop the second
power interconnection line to maintain Djibouti's
power system security and reliability. Some of the
project contributions will be furthering the reduc-
tion of greenhouse gas emissions, increasing the
share of renewables in Djibouti's energy mix from
84 percent to 99 percent, and increasing power
export revenues for Ethiopia by 53 percent.

« The Distributed Battery Energy Storage Project in
South Africa, with a USD 57.7 million Special Funds
(SF) loan (Box 2.1).

11 Multicountry or multinational operations are operations in more
than one country in the same region. Multiregional operations are
operations in more than one region.



Reducing energy waste and reliance on fossil fuel-generated
electricity

The Distributed Battery Energy Storage Project will support Eskom Holdings SOC Ltd., South Africa's
public electricity utility—and Africa's largest—to harness battery storage technology that will enable an
increase in electricity generation from reliable and efficient renewable energy sources. Funding of USD
57.7 million was mobilized from the Clean Technology Fund, a multi-donor trust fund under the Climate
Investment Funds. Other co-financiers include the World Bank and the New Development Bank.

The project involves the development of 200 MW of battery storage with four hours of energy storage
capacity per day, or the equivalent of 800 MWh in total, at seven sites. Once onstream, Eskom will be able
to dispatch electricity sourced from variable renewable energy that would otherwise have been wasted,
thereby reducing reliance on fossil fuel-generated electricity at peak times of the day. This operation will
also inform the rollout of similar projects in many other African countries.































































































































































































































