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AGREEMENT ESTABLISHING THE AFRICAN DEVELOPMENT FUND

The States parties to this Agreement and the African Development Bank
have agreed to establish hereby the African Development Fund which shall be

governed by the following provisions:

CHAPTER
DEFINITIONS

Artigle 1.

1. The following terms wherever used in this Agreement shall have the

following meanings, unless the context shall otherwise specify or require:

"Fund"' shall mean the African Development Fund established by this
Agreement.

"Bank' shall mean the Alrican Development Bank

' shall mean @ member of the Bank.

"pal ant’' shall mean the Bank and any State which shall become a
party to this Agreement.

"State participant' shall mean a participant other than the Bank.

"original parti
becomes a par

t" shall mean the Bank and each State participant which
t pursuant to Article 57 (1),

"subscription’ shall mean amounts subscribed by parlicipants pursuant to
Articles 5, 6 or 7.

"unit of account” shall mean a unit of account having a value of 0. 81851265
gramme of fine gold.

| OH
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“freely convertible currency” shall mean currency ol a participant which
the Fund determines, after consultation with the International Monetary
Fund, is adequately convertible into other currencies for the purpose of
the Fund's operations.

President, Board of Governo
case of the governors and
s and alternate directors w

"pegional" shall mean located in the conlinent of Alrica or the African
islaads.
2. Reference to Chapters, Articles, paragraphs and Schedules shall mean

the Chapters, Articles and paragraphs of, or Schedules to. this Agreement.

3. The headings of the Chapters and Articles are inserted for convenience

of reference only and are not part of this Agreement.,

CHAPTER II
PURPOSE AND PARTICIPATION

Article 2. Purpose

The purpose of the Fund shall be to assist the Bank in making an
increasingly effective contribution to the economic and social development of
the Bank's members and to the promotion of co-operation (including regional
and sub-regional co-operation) and increased international trade, particularly
among such members. It shall provide finance on concessional terms for

purposes which are of primary importance for and serve such development.
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Article 3. Participation

1. The participants in the Fund shall be the Bank and those States which

shall have become parties to this Agreement in accordance with its terms.

2. The original State participants shail be those States listed in Schedule

A which shall have become parties to this Agreement pursuant to Article 57 (1).

3. A State which is not an original participant may become a participant

and a party to this Agreement upon such terms, not inconsistent with this

Agreement, as the Board of Governors shall determine by a un; us
resolution adopted by the affirmative voic of the total voting power of the
participants. Such participation shall be open only to those States which are

members of the United Nations or any of its specialized agencies or are parties

to the Statute of the International Court of Justice.

4. A State may authorize an entity or agency acting on its behalf to sign
this Agreement and to represent it in all matters relating to this Agreement

with the exception of the matters referred to in Article 55.

CHAPTER 111
RESOURCES

Article 4. Resources

The resources of the Fund shall consist of:

(i) subscriptions by the Bank;

IO
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(ii) subscriptions by State participants;
(ii) other resources received by the Fund; and

(iv) funds derived from operations or otherwise accruing to the Fund.

Article 5. Subscriptions by the Bank

The Bank shall pay to the Fund as its initial subscription the amount.
expressed in units of account, set forth opposite its name in Schedule A,
utilizing for that purpose the funds standing to the credit of the "African
Development Fund' of the Bank. Payment shall be made on the same terms
and conditions as are specified in Article 6 (2) for the payment of the initial
subscription of State participants. The Bank will thereafter subscribe such
other amounts as the Board of Governors of the Bank may determine, on such

terms and conditions as shall be agreed with the Fund.

Article 6. Initial Subscriptions of State participants

1. Upon becoming a participant each State participant shall subscribe
funds in the amount assigned to it. Such subscriptions are hereinafter referred
to as initial subscriptions.

2. The initial subscription assigned to each original State purticipant shall
be in the amount set forth opposite its name in Schedule A, and shall be
expressed in units of account and payable in freely convertible currency.

Payment shall be made in three equal annual instalments as follows: the first
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alment shall be paid within thirty days after the Fund shall begin

s pursuant to Article 60 or on the dale on which the original State

ecomes u party to this Agreement, whichever is later: the second

instalment within onc year thereafter and the third instalment within one year

after the payment or the due date of the second instalment, whichever is earlier.

The Fund may request carlier payment of either or both of the second and third

instalments if the operations of the Fund shall require it, but such earlier

payment shail be entirely voluntary on the part of each participant.

3. The initial subscriptions of State participants other than original
participants shall also be expressed in units of account and payable in freely
convertible currency.  The amount and terms of payment of such subscriptions

shall be determined by the Fund pursuant to Article 3 (3).

4. Except as the Fund may otherwise agree, each State participant shall

maintain the free convertibility of its currency paid in by it pursuant to this

Article.

5. Notwithstanding the foregoing provisions of this Article. a State
participant may defer for a period of not more than three months the making of
any payment required by this Article when budgetary or other circumstances

necessitate such delay.

IOR
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Article 7. Additional Subscriptions by State Participants

1. The Fund shall at such time as it deems appropriate in the light of
the schedule of payments of the initial subscriptions of original participants
and of its own operations, and at appropriate intervals thereafter. review the
adequacy of its resources and, if it deems it desirable, may authorize a
general increase in the subscriptions of State participants on such terms and
conditions as the Fund shall determine. Notwithstanding the foregoing, the
Fund may authorize general or individual increases in such subscriptions at
any time, provided that an individual increase shall be considered only at the

request of the State participant involved.

2. When any additional individual subscription is authorized pursuant to
paragraph 1, each State participant shall be given an opportunity to subscribe,
under no less favourable conditions, reasonably determined by the Fund, than
those prescribed under paragraph 1, an amount which will enable it to maintain

its relative voting power as among State participants.

3. No State participant shall be obliged to subscribe additional amounts

in the case of general or individual increases in subscriptions.

4. All authorizations for, and determinations in respect of, general
increases under paragraph 1 shall be by an eighty-five per cent majority of the

total voting power of the participants.
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Article 8. Other Resources

1. Subject to the following provisions of this Article, the Fund may enter
into arrangements to receive other resources, including grants and loans,
from members, participants, States which are not participants and from any

public or private entity or entities.

2. Such arrangements shall be on terms and conditions which are
consistent with the Fund's purposes, operations and policies and which wili not

impose an undue administrative or financial burden on the Fund or the Bank.

3. Such arrangements, other than thosc for grants for technical
assistance, shall be on terms which will permit the Fund to comply with the

requirements of Article 15 (4) and (5).

4. Such arrangements shall be approved by the Buard of Dircctors, in the

case of arrangements with a State which is not a member or a participant or

with an agency of such State, by an eighty-five per cent majority

voling power of the participants.

5. The Fund shall not accept any loan (except temporary accommodations
required for its operations) which is not on concessional terms and shall not
borrow in any market or, as a borrower, guarantor, or otherwise, participate
in the issue of securities in any market and shall not issue negotiable or
transferable obligations evidencing indebtedness for loans received pursuant to

paragraph 1.
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Article 9. Payment of Subscriptions
The Fund shall accept any part of a participant's subscription payable by
the parlicipant under Articles 6, 6 or 7 or under Article 13 and not needed by

the Fund in its operations, in the form of notes, letters of credit or similar

obligations issued by the participant or the depository, if any, desigq
the participant pursuant to Article 33. Such notes or other oblj

non-negotiable, non-interest-hearing and payable at thei

to the account of the Fund in the designaled depository, or if there is none, as
the Fund shall direct. Notwithstanding the issuance or acceptance of any such
note . letler of credit or other obligation, the obligation of the participant under
Articles 5, 6 and 7 and Article 13 shall continue to subsist. Amounts beld by

the Fund in respect of subscriptions of participants which do nol avail

themselves of the provisions of this Article may be deposited or invested by the
Fund (o produce income to help defray its administrative and other expenses.
The Fund shall draw down all subscriptions on a pro ruta basis. as far as

practicable over reasonable periods of time, to finance expenditures regardiess

of the form in which such subscriptions are made.

Article 10. Limitation on Liability

No participant shall be liable, by reason of its participation. for acts or

obligations of the Fund.



] EW
B+ EEQHE

BIHEKORCE e OBPYHOVLLLLSYTAXORR
HAU W ENE OIS QTN ROV RN O®
HENEOSVHE SYERD MEeROTOKLOQWSEQ
HRKD” HHHNOER MEEVOW M QW N Q-
SHESHEEO | HELHWON QT HE IS KE A0 U
R lwseo

HFUE o HONBPE XD OBRBEN O T O
BV EIEOYER VOHENRMOVERFINKORY
N QS WViKE W EEX RS EOBRBEYH O ORBQ
SV O E DN EE QEEY R0 QM Q RN ¥
NMEEXTE” WHINKOBPYUEWMOSWVEKE O LEEY O C
P VRN 0 WY EE RS0 WO N N K0
MO WREsse°

HMERWESNVOEO4AY POEEL MY RWD Q€
LR QELKD” HHFKOBEMEEVIY @
LBV OG SEWHO | PRIV O L Q7 mEN M
SO IKEK A UV R Q0

MOQHORMMEEXA4E $ RS0 BEIW2E DWW Q40880

NN = REERR S 2 S

CHAPTER IV
CURRENCIES

Article 11 Use of Currencies

1. Currencies received in payment of, or under Article 13 in respeet of,

subscriptions made pursuant to Article 5 and Article 6 (2) may be

exchanged by the Fund for any of its operations and. subject to the
the Board of Directors, for the temporary investment of funds not nceded in

its operations.

2. The use of currencies received in payment of, or under Article 13 in
respect of, subscriptions under Article 6 (3) and Article 7 (1) and (2) or as other
resources under Article 8 shall be governed by the terms and conditions pursuant
to which such currencies are received or, in the case of currencies received
under Article 13, the use shall be governed by the terms and conditions on which

the currencies whose value is so maintained were received.

3. All other currencies received by the Fund may be freely used and
exchanged by the Fund for any of its operations and, subject to the approval of

the Board of Directors. for the temporary investment of funds not needed in its

operations.

4. No restriction shall be imposed which is contrary Lo the provisions of

this Article.
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Article 12, Valuation of Currencies

1. Whenever it shall be necessary under this Agreement to determine the
value of any currency in terms of another currency or currencies or of the unit
of uccount, such valuation shall be reasonably made by the Fund after consultation

with the International Moenetary Fund.

he case of a currency which does not have a par value established
al Monetary Fund, the value of such currency in terms of the
account shall be determined from time to time by the Fund pursuant to

aph 1 of this Article and the value so determincd shall be treated as if it

were the par value of such currency for the purpose of this Agreement, including,

without limitation, Article 13 {1) and (2).

Article 13. Maintcnance of Value of Currency Holdings

1. Whenever the par value in the International Monetary Fund of the currency
of a State participant is reduced in terms of the unit of account, or its foreign

exchange value has, in the opinion of the Fund, depreciated to a significant extent

within that participant's territory, that participant shall pay to the Fund within

a reasonable time an amount of its currency required to maintain the value, as

of the time of subscription, of the amount of such currency paid in to the Fund

present paragraph, whether or not such currency is held in the form of notes,
letters of credit or other obligations accepted pursuant to Article 8, provided
that the foregoing shall apply only so long as and to the extent that such
currency shall not have been initially disbursed or exchanged for another

currency.
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2. Whenever the par value of the currency of a State participant is
increased in terms of the unit of account or its foreign exchange value has, in
the opinion of the Fund, appreciated to a significant extent within that
participant's territory, the Fund shall return to that participant within a
reasonable time an amount of such currency equal to the increase in the value
of the amount of such currency to which the provisions of paragraph 1 are
applicable.

3. The Fund may waive or declarc inoperative the provisions of this
Article when a uniform change in the par value of the currencies of all State

participants is made by the International Monetary Fund.

CHAPTER V
OPERATIONS

Article 14, Usc of Resourees

1. The Fund shall provide financing for projects and programmes to
further economic and social development in the territory of members. The
Fund shall provide such financing for the benefit of those members whose
economic situation and prospects require such financing to be on concessional
terms

2. Financing provided by the Fund shall be for purposes which in the
opinion of the Fund ave of high developmental priorily in the light of the needs
of the area or areas concerned and shall, except in special circumstances. be

for specific projects or groups of projects, pa

ularly those forming part of

a national or regional or sub-regional programme, including provision ol

I 1 H
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(inancing for national development banks or other suitable institutions for

relending for specific projects approved by the Fund.

Article 15, Conditions of Financing

1. The Fund shall not provide financing for any project in the territory of
a member if that member objects thereto, except that it shall not be necessary
for the Fund to assure itself that individual members do not object in the case
of financing provided to a public international, regional or sub-regional

organization.

2. (a) The Fund shall not provide financing if, in its opinion, such financing
is available from other sources on terms that the Fund considers are reasonable

for the recipient

(b) In making financing available for entities other than members, the
Fund shall take all necessary steps to ensure that the concessional benefits of its
financing accrue only to members or other entities which should, taking into

account all the relevant circumstances, receive some or all of those benefits.

3. Before financing is provided, the applicant shall have presented an
adequate proposal through the President of the Bank and the President shall have
presented to the Board of Directors of the Fund a written report recommending

such financing, on the basis of a staff study of its merits.

4. (a) The Fund shall impose no conditions that the proceeds of is financing
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shall be spent in the territories of any particular State part ant or member,

but such proceeds shall be used only for procurement in the te orics of State

par s or members, of goods produced in and services supplied from lhe
territories of State participants or members, provided that, in the case of funds
reccived pursuant to Article 8 from a State which is not a participant or member,
the territories of that State shall also be eligible sources of procurement from

such funds. and may be eligitie sourres of procurement from such other funds

received under that Article as the Board of Directors shall determine.

{b) Procurement shall be on the basis of international conpetition

among eligible suppliers except in cases where the Board of Directors

determines that such international competition would not be justified.

5. The Fund shall make arrangements to ensure that the proceeds of any
financing are used only for the purposes for which the financing was provided,
with due attention to considerations of economy. cfficiency and competitive
international trade and without regard to political or other non-e¢conomic
influences or considerations.

6. Funds to be provided under any financing operations shall be made
available to the recipient only to meet expenses in connection with the project as

they are actually incurred.

7.  The Fund shall be guided by sound development banking principles in

its operations.

8. The Fund shall not engage in refinancing operations.

9. In making a loan, the Fund shall pay due regard to the prospects that

the borrower and the guarantor, if any, will be able to mect their obligations.

1+
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10. In considering an application for financing, the Fund shall pay due regard
to the relevant self-help measures being taken by the recipient and, where the
recipient is not a member, by both the recipient and the member or members

whose territories the project or programme is intended to serve.

11. The Fund shall adopt such measures as shall be required to ensure the

effective application of this Article.

Article 16, Form and Terms of Financing

1. Financing by the Fund from resources provided under Articles 5, 6
and 7. and from repayments of, and income arising from, such financing, shall
take the form of loans. The Fund may provide other financing, including grants,
out of resources received pursuant to arcangements under Article 8 expressly

authorizing such financing.

2. (a) Subject to the provisions of the foregoing paragraph, financing by
ihe Fund shall be on such concessional terms as may be appropriate.

(b) Where the borrower is a member, or an inter-governmental
body to which one or more members belong, the Fund shall, in establishing the
terms of financing, take account primarily of the economic circumstances and
prospects of the member or members for whose benefit the financing is being

provided and, in addition, of the naturc and requirements of the project or

programme concerned.
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3. The Fund may provide financing for: ‘a) any member or any
geographical or administrative subdivision or agency thereof; (b) any institution
or undertaking in the territory of any member; and (c) any regional or sub-
regional agency or institution concerned with development in the territories of
members. All such financing shall, in the opinion of the Fund, be for the
furtherance of the purposes of this Agreement. Where the borrower is not
itself a member, the Fund shall require a suitable goverumential or other

guarantee or guarantees.

4. The Fund may make foreign exchange available to meet local
expenditurc on a project when and to the extent which, in the opinion of the Fund,
this is necessary or appropriate for the purposes of the loan, having regurd to
the economic position and prospects of the member or members for whose
benefit the financing is being provided, and to the nature and requirements of the
project.

5. Loans shall be repayable in the currency or currencies loaned. or in
such other freely convertible currency or currencies as the Fund shall determine.

6. Before any financing is made available to or for the benefit of a member
or for a project in the territory of a member, the Fund shall be satisfied that
such member has taken all such administrative and legislative measures in respect
of its territory as are necessary to give effect to the provisions of Article 11 (4)

and Chapter VIII as if the member were a State participant, and it shall be a

term of such financing that such administrative and legislative measures shall

be maintained, and that in the event of any dispute between the Fund and a

member, and in the absence of any other provision therefor, the provisions of
Article 53 shall have effect. as if the member were a State participant in the

circumstances to which that Article applics.

IR
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Article 17, Review and Evaluation

A comprchensive and continuing review of completed projects, programmes

Directors, shall make arrangements for carrying out this review und its results

shall be reported through the President to the Board of Directors.

In furthcrance of its purposes. the Fund shall seek to co-operate, and may

enter ments for co-operat . with other international organizations,

regional and sub-regional organizations, other institutions and States, provided
that no such arrangement shall be made with a State which is not a member or a
participant or with an agency of such State unless it shall have been approved by

an eighty-five per cent majorily of the total voting power of the participants.

Article 19. Technical Assistance

In furtherance of its purposes, the Fund may provide technicul assistance.

but such assistance will normally be on a reimbursable basis 1f 1t is not provided

from special technical assistance grants or other means mude available to the

Fund for the purpose.
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Article 20. Miscellancous Operations

In addition to the powers provided for elsewhere in this Agreement, the
Fund may undertake such other activities incidental to its operations as shall be
necessary or desirable in furtherance of its purposes and consistent with the

provisions of this Agreement.

Article 21. Political Activity Prohibited

Neither the Fund, nor any officials or other persons acting on its behalf,
shall interfere in the political affairs of any member; nor shall they be influenced
in their decisions by the political character of the member or members concerned.
Only considerations relevant to the economic and social development of memuvers
shall be relevant to such decisions, and these considerations shall be weighed

impartially to achieve the purposes stated in this Agreement

CHAPTER VI
ORGANIZATION AND MANAGEMENT

Article 22. Orzanization of the Fund

The Fund shall have a Board of Governors, a Board of Directors and a

recognizes that there is need for additional personnel, will have such personnel

who shall be enpaged by the President nursuant to Article 30 (4) (v).
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Article 23. Board of Governors: Powers

1. All the powers of the Fund shall be vested in the Board of Governors.

2. The Board of Governors may delegate to the Board of Directors all its

powers, except the power to:

(i) admit new participants and determine the terms of their
admission;

(i1) authorize increases in subscription under Article 7 and
determine the terms and conditions relating thereto;

(iii)  suspend a participant;

{iv) decide appeals {rom decisions made by the Board of Directors
concerning the interpretation or application of this Agreement;

authorize the conclusic { gencral arrangements for co-operation
ther than arrangements

ative character;

(vi) select external auditors to audit the accounts of the Fund and
certify the balance sheet and statement of the inconie and
expenditures of the Fund;

(vii)  approve, after reviewing the report of the auditors, the
balance sheet and the statement of the income and expenditures
of the Fund;

(viii) amend this Agreement;

(ix)  decide to terminate the operations of the Fund and distribute
its assets; and

(x) exercise such other powers as are expressly assigned to the
Board of Governors in this Agreement.

3. The Board of Governors may at any time revoke the delegation of any

matter to the Board of Directors.
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Article 24. Board of Governors: Composition

1. The governors and alternate governors of the Bank shall be ex officio

governors and alternate governors respectively of the Fund. The President of
the Bank shall notify to the Fund as necessary the names of such governors and
alternates.

2. Each State participant which is not a member shall appoint one
governor and one alternate governor who shall serve at the pleasure of the

appointing participant.

3. No alternate may vote except in the absence of his principal.

4. Subject to the provisions of Article 60 (4), governors and alternates

shall serve as such without payment of remuneration or expenses by the Fund.

Article 25. Board of Governors: Procedure

1. The Board of Governors shall hold an annual meeting and such other
meetings as may be provided for by the Board or called by the Board of
Directors. The Chairman of the Board of Governors of the Bank shall be
ex officio Chairman of the Board of Governors of the Fund.

2. The annual meeting of the Board of Governors shall be held in

conjunction with the annual meeting of the Board of Governors of the Bank.

3. A quorum for any meeting of the Board of Governors shall be a
majority of the total number of governors, representing not less than

three-fourths of the total voting power of the participants.





