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CHRISTIAN
ADOVELANDE

ver the last few years, sub-Saharan Africa has made signifi-

cant strides in the socio-economic development area. With

improved governance and macroeconomic environment,

growth has become more stable and steady. Correlatively,
income per capita has increased, while health and education have seen
remarkable improvements. If this positive trend continues, the continent
would have what it needs to become a dynamic, diversified and com-
petitive economic zone.

It is against this background that countries in West Africa, particularly those in
the WAEMU zone expect to see faster economic transformation, through the
implementation of far-reaching national and regional development programmes.

Thus, absorption of infrastructural deficit, resilient agriculture, improved access to
safe drinking water and sanitation, adaptation to climate change and variability
are challenges that must be tackled in order to place ourselves on the path for
growth and socio-economic development.

BOAD, the common development finance institution of WAEMU member coun-
tries, is conscious of the key role it plays in the development process. Thus, in line
with its mission, it will continue to adapt its strategy for promoting investments
and supporting structural changes.

As part of its 2015-2019 Strategic Plan, BOAD seeks to become «a solid develop-
ment bank for economic integration and transformation in West Africa».

| would like to use this vision as the very epitome of the Bank’s objective in the
next decade to contribute to accelerated regional integration and be a catalyst for
growth-generating investments in the region.

The 2015-2019 strategic plan comes soon after the Bank’s fortieth anniversary, a
sign of maturity, which comes with higher expectations from member countries,
even though it is increasingly difficult for the Bank to mobilize adequate resources
to meet its financing needs. Resource mobilization will, therefore become a key
challenge in the next five years.

The Bank also needs to be more creative and innovative in the financing solutions
and services it offers to member countries and the private sector. | would like to
urge all technical and financial partners of the zone to work towards more syn-
ergy through strategic partnerships.

The Bank relies particularly on the support of the highest authorities of the Union,
BCEAOQ, non-regional shareholders and the WAEMU Commission.

At last, | would like to express my deepest gratitude to everyone concerned for
their continuing support and interest in the West African Development Bank and
to the panellists who have willingly shared their expertise with the Bank.
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THE BOAD 2015-2019 STRATEGIC PLAN
follows on from the 2009-2013 plan, which was
implemented in an environment marked, particularly
in the WAEMU zone, by persistent food shortage,
energy or socio- political crises in some countries.
Member countries however showed resilience, with
support from their common development bank.

The 2009-2013 Plan saw substantial increase in
the level of funding, with an annual growth rate of
39.5%. This growth was however not in step with
resource mobilization, particularly in the area of con-
cessional loans. It also appears that the concessional
loan-financing model of the Bank had reached its
limits and needs to evolve.

The new Strategic Plan ought to be implemented in
an environment that promotes growth in the econ-
omies of the Union, while member countries show
their resolve to become emerging economies in the
coming decades. To this end, ambitious investment
programmes have been put in place both at national
and regional levels.

BOAD, the financial arm of the Union, epitomizes
the ambitions of its member countries. Hence, its
stated vision: «BOAD: a solid development bank for
economic integration and transformation in West
Africa».

Given the development challenges facing member
countries and actions undertaken by the institution
over the last five years, the strategic directions for
the 2015-2019 period are as follows:

Strategic area 1: Acceleration of regional integra-
tion through sustained infrastructure financing.

Strategic area 2: Support for inclusive growth,
food security and sustainable development

Strategic area 3: Support for businesses and
member states, development of financial engineer-
ing and services

Strategic area 4: Deepening the resource mobili-
zation process

2015-2019 STRATEGIC PLAN

There is also the need to align management and
governance with the strategy in order to make the
Bank more efficient.

In terms of financial framework, and considering the
need to provide for previous undisbursed commit-
ments, as well as the current situation of scarce con-
cessional resources, annual medium to long-term
loans from the Bank could be substantially reduced,
as compared to those in the 2009-2013 period. Such
funds would be reduced to XOF175 billion in 2015
and then increased to about XOF225 billion in each
of the following four years. Annual average output
for the 2009-2013 period was 333 billion. Loans
from the non-commercial window were particularly
based on the principle of subordinating new conces-
sional funding to actual availability of corresponding
resources. In the absence of such resources, funding
to member states would be limited to the sub-win-
dow of sovereign loans at market conditions.

However, a higher-level of new concessional financ-
ing is possible in the event that the Bank receives
concessional resources from the community or from
external sources.

The Bank will seek to attain the objectives of its new
Strategic Plan, in spite of the related risks of (i) fail-
ure to obtain expected concessional resources, (i)
liquidity risk and loss of profit margins, and (iii) an
inadequate rating to satisfy conditions for access to
the global capital market.
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This strategic plan for the 2015-2019 period follows from the successful implementa-
tion of the previous 2009-2013 plan.

Just as the previous strategic plan, this current plan is in tune with the original vision
of the founding fathers of the Bank, which is «to promote balanced development of
member countries and foster economic integration within West Africa».

The document is structured into three parts.

The first part highlights certain aspects of the environment which, either marked the
implementation conditions in the previous five-year plan or are likely to impact the
implementation of the new strategic plan. It then makes a brief presentation of some
outcomes of the 2009-2013 strategic plan.

Following the above two stages, the main challenges that the Bank must address at
economic level in the Union are identified. This is then followed by few considerations
based on a strategic diagnosis of the institution, including key components of the
economic and financial models.

The second part of the document focuses on the long-term vision which the current
plan seeks to promote, and then presents the key strategic areas and directions.

Four strategic areas of the Strategic Plan include:

Acceleration of regional integration through sustained infrastructure
financing.

Support for inclusive growth, food security and sustainable
development

Support for businesses and member states, development of financial
engineering and services

Deepening the resource mobilization process

The implementation of these components fits into the two-pronged approach of
promoting a “structural transformation» of the economies of the Union and consoli-
dating gains made as a result of the implementation of the 2009-2013 strategic plan.
This will require an alignment of the Bank’s management and governance processes;
relevant details of which have been provided.

The third part provides a financial framework that reflects the idea of consolidation as
indicated above and outlines the modes of implementation, as well as the mechanism
for monitoring-evaluation of the Strategic Plan.

The formulation process of this Strategic Plan followed from the evaluation of the first
plan by an external consulting firm. This was done as part of a participatory process
involving the various departments within the Bank and took into account inputs made
by a meeting of high-level experts.

1
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BUSINESS CONTEXT AND COMPONENTS OF STRATEGIC DIAGNOSIS

. BUSINESS CONTEXT

1.1 INTERNATIONAL CONTEXT

The last five years were marked by global eco-
nomic and financial crisis which began in 2008,
and later turned into a sovereign debt crisis.
Between 2008 and 2013, growth in global activ-
ity dropped substantially to 2.9% as against an
average of 4.2% between 2000 and 2007.

While developing economies, particularly those in
Africa, had been resilient, the impact of the global
financial crisis on the continent was felt as Official
Development Assistance (ODA™) contracted and
export commodity prices fell, resulting in a wid-
ening foreign trade and current account deficits.
However, the bolstering of the position of some
emerging economies (China, India, Brazil, etc.)
helped to slightly lessen the effect of the decline
in aid in least developed countries (LDCs).

The period was also marked by changes in devel-
opment cooperation. Indeed, some development
partners focused more attention, in their strategy,
on bilateral cooperation for aid delivery. Others
limited their support to specific areas or areas

with high added value such as regional integra-
tion, environment and sustainable management
of resources or food security.

The global financial environment also saw the
emergence of several investment funds geared
towards the private sector because return on
investments was higher than the global average.

In terms of outlook, general activity is expected to
grow more than in 2013 (+ 3.2%), at a rate of 3.4%
in 2014 and 4.0% in 2015, mainly on account of
the gradual upturn of activity in the euro zone (1.1
to 1.5% in 2014-2015 as against -0.4% in 2013).
This development would be mainly supported by
the persistence of very sound monetary conditions
and an easing of the tight fiscal policy in advanced
countries. Growth in these countries is expected
to rise to about 2.1% in 2014-2015. Such growth
would stimulate emerging and developing econo-
mies (4.6% to 5.2% in 2014-2015 as against 4.7%
in 2013), particularly through increased exports to
developed economies.

1.2. SUB-REGIONAL CONTEXT

Economies in the Union were duty bound to pro-
vide appropriate and sustainable responses to the
rapid and profound changes on the international
scene.

The sub-regional context was also marked by
socio-political unrest in some countries. Food
insecurity also persisted, particularly in the Sahel

countries, mainly because of the 2008 food crisis
and poor harvest between 2011 and 2012. The
2013-2014 farming year recorded an 8% reduction
in harvest, after an initialimprovement in 2012-2013.
This has led to an increase in the incidence of food
shortage in some countries in recent years, with an
occurrence every two to three years as against a
frequency of five years between 2000 and 2009.

(1) Financial difficulties facing major donor countries and the need for most member countries of the Development Assistance Committee
(DAQ) to maintain their fiscal balance, following the aforementioned crisis, resulted in a substantial decline in ODA
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The recurrent energy crisis since 2008 also put a
strain on productivity in the member countries
of the Union. This situation impacted negatively
on their competitiveness, despite various reforms
put in place. The energy deficit could grow in the
coming years, if significant investments are not
made in that sector.

In spite of this difficult sub-regional context,
member countries proved resilient, by maintain-
ing economic growth at a relatively steady pace.
Economic activity increased at an annual average
of 4.0%? between 2009 and 2013. The recent
boost in the mining and oil sectors, as well as the
significant investments made by member coun-
tries in infrastructure, were the main engines of
this growth.

Growth recorded over the last period was not
backed by an equitable distribution of the wealth
created, resulting in the persistence of extreme
poverty and inequality. The proportion of the
people living below the poverty line stood at
49.4%%, with most of the poor living in rural
areas (between 38.4% and 75.0%).

The sub-regional context was also marked by the
willingness of the Union to accelerate regional
integration, boost intra-community trade and
encourage inclusive and sustainable growth.

Ambitious development programmes were imple-
mented to this end. These include:

REGIONAL ECONOMIC PROGRAMME I (PER 1) which
covers 2012-2016 and aims at creating an open
and integrated sub-regional space;

REGIONAL INITIATIVE FOR SUSTAINABLE ENERGY (IRED)
which seeks to address the energy shortfall in the
sub-region;

REGIONAL FOOD SECURITY PROGRAMME contained
in the framework paper entitled “Situation of
agriculture in the Union and prospects for the
attainment of food security and sustainable agri-
cultural development” was adopted in June 2012
by the WAEMU Conference of Heads of State and
Government;

PROGRAMMES OF ACTION BASED ON THE REPORT OF
THE AD HOC COMMITTEE ON FINANCING OF WAEMU
member countries adopted by the Conference of
Heads of State in June 2012;

GLOBAL ALLIANCE® FOR RESILIENCE -SAHEL AND WEST
AFRICA (AGIR).

GRAPH 1
GROWTH RATE IN WAEMU AND SUB-SAHARAN AFRICA (%)
7,3
71 6.7 7.2
7 I
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6 57 Hawoa 56 5,5
CRISIS
5 ] &
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1 ' Subsaharan Africa’s real GDP
EFFECT OF THE CRISIS IN COTE D'IVOIRE ——>
0
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Sources : Multilateral Monitoring Report, June 2014; IMF, WEO (July 2014) and database.

(2) Source: Multilateral monitoring data + BOAD calculation

(3) BCEAO: Report on the poverty situation in WAEMU countries, 2012 edition.

(4) The overall objective of the Alliance is to “structurally and sustainably reduce food and nutritional vulnerability by supporting the
implementation of policies in the Sahel and West Africa”. The Alliance has also set a “zero hunger” target, within 20 years, through the
eradication of poverty and malnutrition. In the short term, the Alliance aims at strengthening resilience in the face of the impact on

households and communities in the Sahel and West Africa.
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It is also important to emphasize the prospect of
ECOWAS Community Development Programme
(CDP), which is being adopted. This programme
aims at implementing ECOWAS Vision 2020.
It also aims, among others, to achieve the
“ECOWAS of the People” and a community area
where people live in dignity, peace and good
governance, as well as successful integration into
the global village.

Countries in the Union also benefited from debt
relief under the HIPC and MDRI Initiatives which
freed up capital for new investments. Similarly,
with the easing of debt conditionalities which
offered more opportunities to secure loans
under market conditions, these countries have
invested remarkably in recent years (investment
to GDP ratio went up to 22.1% in 2013 as against
18.3% in 2009), through the domestic capital
market. Thus, XOF8,947 billion® of government
securities were issued between 2009 and 2013.
Some member countries also carried out major
operations on the international market (Senegal
floated about XOF250 billion in 2011, and Cote
d’Ivoire floated about XOF1,165 billion in 2010®).

Conscious of the fact that government alone
cannot meet the development needs without
compromising the account balance and public
debt sustainability, member states of the Union
have increasingly urged the sector private to pro-
vide funding for infrastructure. It is against this
background that during its 16th session held on
6 June 2012, the Conference of Heads of State
and Government instructed BOAD to “establish
a unit that will be charged with promoting Public
Private Partnerships (PPP) in the Union.” A PPP
promotion unit was therefore set up in January
2014. The said unit has since commenced
operations.

The easing of conditions for funding, since 2012,
by the Central Bank has resulted in boosting the
real economy of the sub-region.

The sub-region recently experienced profound
changes in the banking and financial service
sector, with the positioning of large banking
groups (ECOBANK, ATTIJARIWAFA BANK, BOA,
etc.). This development promotes competition in
the provision of loans and financial services to
households and the private sector.

Furthermore, there is a gradual increase in the
provision of financial advisory services, with
the establishment of new pan-African enti-
ties that are specialized in investment banking.
Some of these institutions include BOA Capital,
Ecobank Capital, UBA Capital, ATTIJARI Finance,
Atlantique Finance, etc. Some local banks includ-
ing Access Bank in Cote d'lvoire have also spe-
cialized in equity financing targeting operations
such as fund raising, mergers and acquisitions,
capital increases.

With respect to outlook, the coming years
are promising in terms of economic growth.
Forecasts point to an acceleration in growth in
2014 (7.2%) and a sustained pace for the follow-
ing years. The expected growth would be driven
particularly by continued public investment in
major infrastructure projects (roads, irrigation
schemes, dams, energy, ports, airports, railways,
etc.), as well as a greater contribution from pri-
vate investment. The end to the crisis in Cote
d’lvoire, Mali and Guinea Bissau, which need to
catch up in terms of infrastructure, should help
sustain this level of investment.

Extra growth could come mainly from the agri-
cultural sector, given the size of its development
potential, the secondary sector (processing
industries, mining, construction, etc.) as well as
commercial services such as telecommunica-
tions, transport and retail together with other
non-market services.

(5) Source: Reports on the economic and monetary situation in the WAEMU, 2009, 2010, 2011, 2012 and 2013 editions..
(6) Source: Regional Economic Outlook: sub-Saharan Africa, April 2013 edition.
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In this context and in
keeping with their target

of becoming emerging
countries by 2025/2030

or even 2035, WAEMU
countries have embarked
on ambitious development
programmes based on public
and private investments in
order to achieve strong,
sustainable and inclusive
growth”. These programmes
include infrastructure
development, strengthening
and diversification of the
productive base, improved
competitiveness, food
security, environmental
resilience, creating jobs for
the youth and providing

for basic social needs.

(7) Growth horizons: Céte d'lvoire (2020); Benin, Burkina Faso and Mali (2025); Togo (2030); Senegal and Niger (2035);

Guinea Bissau (for information).

17
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. OUTCOMES OF THE 2009-2013 STRATEGIC
PLAN IMPLEMENTATION

2.1. FUNDING OVER THE FIVE-YEAR PERIOD

Under its 2009-2013 Strategic Plan, the Bank had
set an operational target for 2013 and in relation
to 2008 activity results, to double the size of its
operations excluding special programmes, to
increase its annual commitments to the non-com-
mercial sector to XOF100 billion, and consolidate
its financial structure and profitability.

At the end of the period, the Bank recorded
remarkable results and had further asserted itself
as a leader in the provision of loans. Improvements
in loans granted as well as increases in key finan-
cial ratios are as follows (in XOF'bIn for funding).

TABLE 1

Medium to long-term financing accounted for an
annual average of XOF346 billion out of a total
amount of XOF1,728 billion over the last five years,
representing more than three (3) times the level
of activity in the reference year (2008). Moreover,
the Bank provided XOF133.1 billion as short-term
financing which started in 2010. It also provided
loans under the Energy Development Fund to the
tune of XOF200 billion during the period.

MLT commitments for the period include about
XOF640.9 billion (37.1%) for the non-commercial
public sector, XOF620.1 billion (35.9%) for the

TRENDS IN FUNDING AND FEW FINANCIAL RATIOS (in XOF'bln)

Annual
average
Total rate of Annual % period/
overthe Total since  increase 2009- cumulative
period inception between 2013 commitments
2008 | 2009 2010 2011 2012 2013 (1) (2) 2008-2013  average (1/@)
Medium to
long term | 100 | 225 261 275 452 515 1,728 2,915 38.8% 345.6 59%
financing*
Loans | 95 209 252 268 433 502 1,664 2,824 39.5% 332.8 59%
Commercial | 57 83 116 130 297 397 1,023 1,699 47.4% 204.6 60%
Non-commercial | 38 126 135 138 137 105 641 1,126 22.5% 128.2 57%
o Bautylo o, 9 7 8 13 64 91 21.1% 12.8 71%
investments
Short term 43.0 486 415 1331 1331 - - 100% 100%
financing
Equity capital/
total balance | 23.0 | 28 33 31 30 30 - -
sheet (%)*
Operating
income/Net | 4 ¢ | 5o 340 31 34 33 . : .
average equity
capital (%)
* Excluding FDE

(8) Change in mode of determining equity capital following the adoption of IAS/IFRS standards in 2010 by the Bank.
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commercial public sector and XOF467.5 billion
(27.0%) for the private sector. These loans helped
made it possible to implement projects costing a
total of XOF5,908.6 billion. However, the leverage
effect created by funding from the Bank was 2.35
against the previous 3, indicating a drop in level.

The share of regional projects went down (37.4%
at the end of 2013 against 46.3% at end-2008), as
compared to the greater priority given to urgent
state projects.

The gross depreciation rate of the portfolio as
at 31 December 2013 stood at 10.3% as against
11.6% for the commercial sector as at end 2008.

The overall portfolio depreciation, including
non-commercial activity, stood at 4.2% as at end
2013.

The level of financing provided in the 2009-2013
period helped maintain sustained growth in
income, which rose from XOF2.2 billion in 2008
to XOF7.9 billion in 2010® and XOF10.8 billion by
the end of 2013.

Solvency and return on equity stood at 30% and
3.3% respectively as at 31 December 2013 as
against the 25% and 5% targets set in 2008.

/.2. RESULTS PER STRATEGIC COMPONENT

Results obtained from the five strategic areas in
the 2009-2013 Strategic Plan are as follows:

2.2.1. POSITIONING THE BANK AS A STRATEGIC
PARTNER OF MEMBER COUNTRIES IN
INFRASTRUCTURE DEVELOPMENT, AGRICULTURE
AND ENVIRONMENT

To maximize its impact, BOAD has identified agri-
culture, infrastructure and environment as priority
areas, due to their importance in poverty reduc
tion and sustainable development. Funding allo-
cated in this regard reached an annual average of
about XOF130 billion over the 2009-2013period.
The annual target of XOF100 billion in funding to
the non-commercial sector was attained in 2009
(XOF126 billion). Funding for road projects was
much greater (38.8% for the period).

The amount of Bank’'s commitments in the area
of rural development and food security, between
2009 and 2013 (XOF296.25 billion) represented
46% of the total non-commercial funding for the
period.

The Bank also put in place environmental impact
mitigation mechanisms for its funded projects
and carried out activities to help reduce green-
house gas effects through the promotion of Clean

(9) Year in which the Bank adopted IAS/IFRS standards

Development Mechanism (CDM) projects. The
Bank also recorded remarkable successes in the
following areas:

* Involvement in the international environmental
governance system, with its participation in cli-
mate negotiations and being co-opted into the
Board of the Green Climate Fund;

* The establishment of a Regional Collaboration
Centre, an offshoot of the United Nations
Framework Convention on Climate Change; and

« Its position on MEA financing mechanisms
(Multilateral Environmental Agreements), with
its accreditation as implementing entity of the
Adaptation Fund and the current fund from the
Global Environment Facility.

The Bank also contributed to the formulation
of regional initiatives, which resulted in the set-
ting up of funding mechanisms for food security,
among others. The Special Programme for Food
Security is one example. Moreover, the Bank in its
capacity as manager of the Energy Development
Fund (FDE), which is the financial instrument of
IRED, facilitated the financing of emergency pro-
grammes to reduce energy deficit within the
Union.

19
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The significant increase in funding however failed
to match the Bank’s resource mobilization, espe-
cially in the area of concessional resources, thus
creating shortfalls in the financing of commit-
ments given. It thus appears that the financing
model of the Bank’s FDC window was not the
most favourable.

In addition, the Bank did not adequately explore
co-financing opportunities, given that it provided
about 40% of the total cost of projects funded
over the period.

2.2.2. MAKING BOAD A BUSINESS PARTNER
AND LEADER IN INNOVATIVE FINANCE.

In 2013, the Bank had envisaged a clear determi-
nation of its funding approach for the commer-
cial sector. It was therefore expected to develop
and implement a marketing strategy through
improved expertise and increased provision of
innovative products, creation of a new financial
advisory approach, modernization of risk assess-
ment tools and formulation of a competitive inter-
est rate policy and strengthening of specific SME-
SMI financing vehicles.

Apart from its traditional medium and long-term
business finance, BOAD has actually developed
various financial products and services over the
period, including, short-term financing, financial
advisory services and financing arrangement ser-
vices, as well as a new category of medium to
long-term loans called “sovereign loans at market
conditions”. Finally, in view of a faster approval
process for loan applications, a Credit Committee
was set up within the Board.

Overall, medium and long-term loans granted to
the commercial sector by the Bank amounted to
nearly XOF1,087.7 billion, while short-term financ-
ing amounted to XOF133.1 billion. The Bank also
contributed in raising the capital of a number
of businesses and financial institutions, through
equity investments in a total of XOF64.5 billion.

Commercial sector loans increased steadily,
amounting to XOF410 billion in 2013 as against
XOF62 billion in 2008. However, the Bank’s refi-
nancing model limited the competitiveness of its
offer, especially with regard to the private sector.
This was due to the relatively high cost of refi-
nancing resources.

Meanwhile, financing arrangements saw a
remarkable increase between 2010 and 2013 with
an aggregate volume of funding sought involving
XOF712.3 billion. Fees related thereto contributed
to the consolidation of the net banking income.

2.2.3. PROMOTING PARTNERSHIPS
AND POPULARISING THE STRUCTURES AND
INSTRUMENTS OF THE CAPITAL MARKET

The Bank contributed to the development of the
sub-regional capital market and the introduction
of new financing vehicles. It consequently pro-
moted mortgage banking by creating the Caisse
Régionale de Refinancement Hypothécaire (CRRH-
UEMOA) and BOAD Titrisation (a securitization
company). The Bank also promoted reforms in the
regional capital market and capacity building for
shareholders through the capital market develop-
ment project (PDMF), which it managed.

Nevertheless, efforts need to be made to
strengthen partnership with corporate investors
so as to benefit more from such relationships,
particularly in the area of resource mobilization.

2.2.4. REVITALISING THE RESOURCE
MOBILIZATION PROCESS

BOAD expected by 2013 to revitalise its resource
mobilization processes by targeting equity, mar-
ket resources, concessional resources as well as
co-financing resources.

In terms of achievements, the Bank completed
two (2) capital increases; the first one at 50% in
2010 and the second at about 10% in December
2013. The Bank also saw the participation of the
Kingdom of Morocco (XOF500 million) in its cap-
ital, marking the arrival of the first non-regional
African country in its shareholding.

Concessional resource mobilization was however
challenging. The total amount mobilized over the
period was about XOF98.8 billion (including a rel-
atively modest XOF46.4 billion mobilized in 2009
under the Special Programme for Food Security).

The Bank raised XOF208.5 billion as market condition
resources from the regional capital market, where it
was the first non-sovereign issuer. It also mobilized
about XOF292.7 billion from external partners.
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Moreover, the proposed rating of the Bank for
accessing the international capital market has
continued. In this regard, measures have been
taken with the support of a consulting firm.

In spite of the efforts made, achievements still fell
short of resource mobilization assumptions used
as the basis for the implementation of the strate-
gic plan. The shortfall was mainly due to the dif-
ficult conditions prevailing at the time. Resource
constraint was so daunting that the Bank did not
have any permanent mechanism for mobilizing
concessional resources.

2.2.5. ALIGNING THE ORGANIZATION,
OPERATIONS AND MODE OF GOVERNANCE
WITH THE STRATEGY

The Bank made significant progress over the
period in the following areas:

« Adoption of the IAS/IFRS standards, operation-
alization of management control and imple-
mentation of a budget-programming system;

Implementation of a forward-looking human
resource management and operationalization
of a performance management system;

Enforcement of a new IT blueprint (SDI) with the
installation of an integrated enterprise resource
planning (ERP) package and steps being taken
to obtain ISO 27001 certification for informa-
tion security management;

- Strengthening risk management.

2.3. SOME PHYSICAL OUTCOMES EXPECTED FROM FUNDED
OPERATIONS

Outcomes expected from funded projects dur-
ing the period, some of which are still being
implemented, have been outlined by area of
implementation.

Transport infrastructure: rehabilitation of 2,672
km of trunk and inter-country roads, 85 km of
urban thoroughfares and modernization of five
airports and four ports.

Energy: addition of 1,073 MW to the power gen-
eration capacity, construction or rehabilitation of
2,826 km of power transmission and distribution
interconnection lines; connection of 57,000 new
users to the electricity grid.

In terms of rural development and food security:

« Completion of 55 water reservoirs with a total
capacity of 4,379,000 m3, irrigation schemes
and irrigated areas covering 65 355 ha for the
production of 975,189 tons of cereal crops (rice,

millet, sorghum, cowpeas, etc. ) and vegetables;
+ Development of 429 ha of village land to curb
rural-urban migration;

Rehabilitation of 1,059 km of roads and rural
tracks;

Power supply to 10,000 inhabitants through the
rural electrification project;

Training of 3,000 farmers’ groups, distribution
of input kits and provision of extension services
to 60,260 farmers;

Construction de 5,269 market facilities (storage
warehouses, market sheds, etc.);

Support for the development of rural entrepre-
neurship with the creation of 200 multipurpose
platforms and promotion of 31 farmers’ coop-
eratives (SIPA).
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Safe drinking water and sanitation: drilling of
34 boreholes and wells, 25 water fountains and
5 water treatment plants for the supply of safe
drinking water to towns and villages, including
26,318 new users in urban areas; completion of
44,970 linear meters of drainage (culverts, collec-
tors, etc.) to help improve the living conditions of
urban populations.

Telecommunications: support to three mobile tel-
ecommunications companies to modernize and
expand their networks, resulting in the generation
of additional capacity to 2,200,000 subscribers as
well as the extension of their range of services
(deployment of 3G, high speed internet).

Other productive activities: the Bank supports
twelve agro-industrial processing units with a
total processing capacity of 8,985,060 tons of
agricultural products (cocoa, sugar, maize, rice,
etc.), four pharmaceutical companies involved
in the manufacture of intravenous bottles and
generic drugs (tablets, capsules, empty gelatine
capsules, etc.) as well as six business hotels.

On the whole, BOAD made
substantial gains during

the 2009-2013 strategic

plan implementation. In
spite of progress made

in fighting poverty and
promoting economic
integration, major challenges
are yet to be taken up.
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Il CHALLENGES

Some of the key challenges facing member coun-
tries, which the Bank is to address for emergence
sake, include food security, climate change and
variability, transport infrastructure development,
energy security, wider access to information and
communication technologies (ICTs), access to safe
drinking water and increased processing capaci-
ties. Urbanization, job creation, improved busi-
ness climate and human capital development are
also areas that need attention.

Food security

Development of the agricultural sector and attain-
ment of food security have been hampered by the
impact of climate change, lack of investment and
low project implementation capacity. Projections
show that given the effect of climate variabil-
ity, yield of rain-fed crops will drop from 20 to
50% by 205019, The community, particularly the
Sahel region, is prone to severe food vulnerabil-
ity, which could worsen the poverty situation.
According to FAO, the number of undernourished
people in certain member countries of the Union
could reach 21%.

In this regard, the challenge is to make agricul-
ture the main basis for value chain and a catalyst
for economic development through operations
aimed at developing a sustainable, diversified and
resilient agriculture.

Climate change and variability

Africa loses around 1 to 2 percentage points of
its GDP annually due to the adverse effects of
climate instability. While rainfall improved in the
West African region between 1990 and 2000, the
Sahel region is facing very high variability year in
year out. This is characterized by a sudden alter-
nation between very wet and very dry years.

West Africa is one of the regions of the world that
is faced with harsh changes in the rainfall pattern,
where an exponential increase in the number of
flooding due to heavy rainfall has been observed
since the early 2000s.

In the WAEMU countries in particular, climate
change and variability have had a negative impact
on agricultural productivity, affecting availability
of food to households and agricultural markets,
as well as prices of farm produce. Other sectors
of the economy including health have seen an
increase in climate-sensitive diseases such as men-
ingitis and malaria, while the transport sector is
characterized by roads that are deteriorating at a
fast rate due to constant warming of the climate,
which also increase the energy demand.

Given its multidimensional nature, resilience to cli-
mate change must be understood in all aspects
of economic development and include measures
and strategies for both adaptation and mitigation.

Transport infrastructure

In spite of investments made, the issue of inad-
equate or poor infrastructure (transport, energy,
ICTs, water and sanitation) has worsened across
the WAEMU region. The construction of modern
infrastructure is a major challenge as countries
seek optimal use of their potential and ensure that
businesses in the region are competitive.

The poor state of regional infrastructure, in par-
ticular, is hampering development and economic
integration of the region. The insecure or deterio-
rating state of transport infrastructure has nega-
tively affected initiatives aimed at promoting and
strengthening trade. This shortcoming is also felt
in the area production and cost of services across
the Union.

In addition to the infrastructural deficit, high pop-
ulation growth (average of 3%) in the region has
created more needs that ought to be addressed.

Below are some of the challenges facing various
sectors:

Road transport: 85% of the regional network of
classified roads, consisting of inter-country high-
ways and trunk roads is not paved (127,670km).
Coupled with the current situation is a disparity

(10) Sarr et al. 2007, AGRHYMET, 2009 cited in CNEDD-AAP: Impacts of climate change in the agricultural sector (Amoukou A Ibrahim),

December 2011
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in the maintenance of community roads from one
country to another and poor access to rural areas.

Rail transport: poor railway interconnectivity in
the WAEMU region, where more than half of the
rail network (1,960km) is in an advanced state of
degradation.

Maritime transport: shipping is faced with the
problem of poor port administration, slow cus-
toms and transit procedures and lack of adequate
coordination with other modes of transport.

Air transport: the sector is particularly character-
ized by: (i) inadequate inter-country routes, (ii)
non-compliance with international standards of
some of the technical infrastructure and airport
facilities, and (iii) operation of several flag carriers
whose services are inefficient and uncompetitive.

Energy

In spite of the region’s huge hydroelectric poten-
tial, of which only 10% has been developed, the
current energy deficit is characterized by fre-
quent power outage which is hampering efforts
at industrialization and competitiveness of busi-
nesses in the WAEMU region. Only 18% of inhab-
itants in the Union have access to electricity; while
the vast majority (82%) use biomass, resulting in
deforestation. Electricity is unevenly distributed
between cities and the countryside. Renewable
energy is not widespread.

Information and communication technologies (ICTs)
Opportunities for ICT development to improve
productivity in various economic and social sectors
remain huge. These opportunities include mobile
telephony (40.5%) and fixed telephone penetra-
tion rates (12%). Internet access is also very low,
despite a remarkable increase in the number of
subscribers (2.7 persons per 100 inhabitants).

Potable water, sanitation and urbanisation

In spite of remarkable progress made, a third
of the inhabitants of the Union still do not have
access to safe drinking water and 76% do not
have access to sanitation services.

However, just like many developing economies,
countries in the WAEMU region are witnessing a
massive increase in their urban population. This
situation puts enormous pressure on infrastruc-
ture and social services which countries are una-
ble to provide.

Industrial processing
Countries in the Union are still characterized by
low levels of industrialisation and diversification
of their economies.

In the mining sector where the Union has huge
mineral reserves, minerals are generally exported
in their raw state, depriving the countries con-
cerned of income they could make by adding
value.

Currently, only about 3% of cotton, the Union’s
leading export commodity, is processed within
the Union.

A slight improvement in the level of processing
will see better value addition to raw materials and
thereby lead to improvement in income and job
creation.

Youth employment

With a population where 60% are below the age
of 25, the issue of youth unemployment is a major
concern to countries in the WAEMU region. The
challenge is therefore to create decent and sus-
tainable job opportunities by investing in the pro-
ductive sectors.

Business climate and optimization

of development actions

In spite of reforms carried out in several member
countries with a view to strengthening corporate
governance and improving the legal and insti-
tutional framework for business, most of these
countries were still ranked between 154th and
180th by the 2014 edition of “Doing Business”
report on the ease of doing business in such
countries.

Various policies adopted at the community or
sub-regional level have not yet been implemented
satisfactorily. Efforts aimed at improving the
business climate, encourage private investment,
enhance performances and boost economic
growth remain a huge challenge.

Moreover, better maintenance of the existing
infrastructure, as well as upgrading of internal
capacities of member countries, mainly in the
preparation, origination and implementation of
investment projects, is needed to optimize devel-
opment actions.
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Faced with these challenges, including major infrastructure
gaps, BOAD needs to provide assistance that is worthy

of its status. It is against this background that it carried
out a strategic diagnosis of the institution.

V. STRATEGIC DIAGNOSIS

4.1. BOAD'S ECONOMIC AND
FINANCIAL MODEL

The review of the Bank’s economic and financial
model will provide a clearer basis for action in the
next five years.

4.1.1. ECONOMIC MODEL

The Bank operates as a unitary structure, com-
bining development financing operations, with
no direct financial returns (Development and
Cohesion Fund Window), and commercial loans
(Bank Window). Loans granted through the FDC
Window are on concessional terms.

The Bank uses its “own resources” and loan
resources mobilised from the regional capital
market or from external partners to finance its
operations.

Apart from its traditional medium to long-term
loans to finance investment projects, the Bank
has in the last three years granted short-term
loans, particularly for “trade financing”. It is also
gradually developing financing arrangement and
consultancy activities, which will enable the insti-
tution to address the needs of a wider range of
businesses and economies, and generate addi-
tional income for itself.

Some of major challenges facing the Bank in the
area of commercial medium to long-term loans
are the increasing pressure on the financing
resources. Special attention will henceforth be
placed on interventions based on better targeting
of operations.

The Bank provides funding to member states’
economies in the same way as multilateral and
bilateral development agencies and commercial
banks in member states.

BOAD, in keeping with its nature, will bring added
to these two categories of institutions.

Compared with other international development
finance institutions operating in the sub-region,
BOAD has the advantage of being an endoge-
nous institution with better knowledge of local
realities. It is also actively involved in the formula-
tion of community development policies and pro-
grammes, alongside the other institutions of the
Union.

Compared to national financial institutions, BOAD
provides funding mainly for development projects
and grants typically longer maturities. Moreover,
it maintains a relationship of complementarity and
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a multifaceted partnership with such institutions
in key areas such as (i) co-financing of investment
projects and operations; (ii) provision of refinanc
ing facilities and equity participations; (iii) financ-
ing arrangement; (iv) interbank transactions; (v)
acquisition of BOAD bonds in the regional capital
market.

As part of its co-financing activities, BOAD shares
its wealth of experience in the design, financing
and implementation of development projects
with commercial banks.

Through equity participations, the Bank con-
tributes to the emergence and consolidation of
national financial institutions. It offers refinancing
facilities with the aim of strengthening the finan-
cial capacity of banks and financial institutions,
thereby helping them improve their services to
SMEs. The Bank also plays a key structuring role in
the development of the regional financial system
through the promotion of specialized mechanisms
and institutions.

4.1.2. FINANCIAL MODEL

In addition to the two windows it uses for its
financing operations, the Bank has two distinct
resource pools. One of them is used for the refi-
nancing of FDC activities while the other is used
for the Bank Window activities.

The principle here is that for every commitment
the Bank gives in the form of loans, it must have
a corresponding commitment in the form of own
resources (called-up capital, self-financing, capital
on-lending) or loan resources™. This policy helps
it draw on commitments received to cover loan
disbursement whenever there is a conclusion of
the commitment made.

While setting the levels of lending activities at the
end of each year, the Bank allocates half of its
own available resources to non-commercial pub-
lic projects (under the Development and Cohesion
Fund), while the remaining half is used to finance
the “Bank activity” which covers supplementary
loans to member states from the market resources
known as “sovereign loans at market conditions”.

The amount of equity capital allocated to the
“Bank activity” is calculated on the average cost
of the Bank’s loan resources for interventions in
the commercial sector. The amount of equity cap-
ital allocated for non-commercial activity is done
at no cost and is determined by the decision-mak-
ing bodies. This approach is based on the fact
that unlike institutions such as AfDB, BOAD does
not have concessional resources based on which
it could finance the non-commercial sector.

A benchmarking of models used by international
development banks shows that no institution
is able to sustainably and responsibly finance
the non-commercial sector without benefitting
upstream from concessional resources on a reg-
ular basis. In this regard, an analysis of the Bank'’s
position in relation to other similar institutions
suggests that BOAD runs the risk of being forced
to gradually disengage from concessional financ-
ing if no lasting solution is found to the chronic
lack of concessional resources.

Indeed, given the pressing development financ
ing needs and considering the low amounts of
concessional resources mobilized, the Bank has
had to anticipate changes in the concessional
resources to be mobilized, especially the alloca-
tions expected from the community which had
been determined by the highest authorities of the
Union. It was thus prompted to raise its annual
commitment under the FDC Window, beyond the
level of resources available. The resource gap of
this window increases the pressure of mobilizing
concessional resources to progressively cover the
need for disbursements.

Moreover, under the Bank's financial model, bor-
rowing levels are based on volumes of funding.
The increased level of activity has resulted in the
need to increase outstanding borrowings.

However, the debt capacity of the Bank was simul-
taneously determined by two rules. The first, pro-
vided for by the Articles of Association stipulates
that “total outstanding borrowings [..] will be
limited at any time to the amount of subscribed
callable capital of the Bank.” The second rule con-
tained in the Policy Statement states that “BOAD
shall limit its debt level to three times its equity”.

These provisions have caused the Bank to resort

(11) Coverage of 90% for activities under FDC and 75% for the Bank Window.
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repeatedly to capital increases (including sub-
scribed callable capital) or equity. However, most
regional shareholders are now alluding to chal-
lenges in supporting new capital increases.

In all, it appears that the financing model of the
Bank has reached its limits and needs to evolve.

This situation brought the Bank'’s decision-making
bodies to review the Bank’s debt ratio whereby
it has limited its debt levels to triple its capital as
requirement.

4.2. SUMMARY OF STRENGTHS, WEAKNESSES,
OPPORTUNITIES AND THREATS

4.2.1. STRENGTHS OF THE BANK

The strengths of the Bank, in terms of financing
to be provided to the Union’s economies, lie in
the very status and gains made by the Bank. They
include:

« Wealth of experience in financing productive
investment projects, which makes the Bank a
reference in the sub-region;

« The position of specialised institution of the
Union which gives the Bank a good reputation
in dealing with the challenges of the region ;
participation in regional programmes and initi-
atives as well as the Bank’s involvement in inte-
gration projects among member states;

« The position of major player in the regional cap-
ital market based on which the Bank became
the first non-sovereign bond issuer;

Proximity through representative mission in the
member countries of the Union, including offer-
ing a better understanding of the economic
and financial situation of various countries, bet-
ter monitoring of funded projects and market
development facilities;

Quality partnership with the banking system
in the sub-region and international financial
institutions;

« The status of an international public institution.

4.2.2. WEAKNESSES

In spite of its strong corporate base and proven
technical expertise, the Bank still faces challenges
that may affect the successful attainment of its
objectives. These challenges include:

« Limited prospects for resource mobilization
which could hinder its ambition of financing the
non-commercial sector;

Difficulties in using tied loans granted by emerg-
ing economies;

Falling debt capacity of the Bank and its impact
on the Bank's aim of providing substantial fund-
ing to its member economies;

- Limited competitiveness of commercial activ-
ity due to the Bank’s refinancing model as well
as the shrinking of its traditional comparative
advantages (level of intervention per opera-
tions, loan term, ...);

Lack of country strategies for multi-annual pro-
gramming of interventions and therefore an
improved impact of the Bank’s action;

Inadequate support for project developers in
project design and then in the fulfilment of con-
ditions precedent;

Inadequate specialised expertise in structured
and innovative financing.
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4.2.3. OPPORTUNITIES FOR THE BANK

Among the opportunities in the banking sector
that could influence its actions, the Bank will
focus attention on the following aspects:

- Positive economic outlook, opportunities of
operating in various sectors (agribusiness,
energy, industry, banks, etc.);

Easing of debt conditionalities to member states
of the Union, which will allow them to borrow
at market conditions while ensuring the needed
sustainability and viability of their debt;

« The existence of significant investment pro-
grammes for rural development and infrastruc-
ture, such as the regional economic programme
(PER 1I), PCD and national development pro-
grammes, which brings together all stakehold-
ers to tackle the issue of underdevelopment in
the sub-region;

 Growing interest in public-private partnerships
in the Union as this is an opportunity for the
Bank to develop new services;

Interest shown by major development partners
in regional integration which they see as one of
the key areas of development cooperation with
West Africa, and resilience and food security as
well as the environment. The Bank could serve
a channel for funding in these areas;

+ The adoption, at the regional level, of regula-
tions on asset securitization when helps in run-
ning a debt securitization programme.

4.2.4. THREATS

Some of the threats likely to weigh heavily on the
Bank’s activity are as follows:

- Scarcity of concessional resources;

- Slow implementation of macroeconomic
reforms and improvement of the business cli-
mate; risk of counter-productivity of economies
in the Union;

- Lack of a regional PPP regulatory framework
is an obstacle to its implementation; lack of
national institutional framework in certain
countries of the Union;

« Lack of laws regulating land tenure in the rural
areas;

Systematization of the credit rating of businesses
and institutions that issue bonds on the regional
capital market will cause more businesses to use
the market to raise capital and lead to a reduc
tion in the Bank's guarantee activity.

Furthermore, a peculiar
threat is the insecurity and
socio-political instability that
sometimes cripples member
states of the Union.
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This second part outlines the Bank’s strategy to deal with current challenges, having regard to
the key development challenges facing member countries and the constraints of BOAD. It is based on
this that the Bank has outlined its long-term vision as well as the strategic areas of intervention
and directions for the next five years.

VISION

The WAEMU member countries now express their
development prospects in terms of economic
emergence. Areview of their medium to long-term
plans and strategies highlights various emerging
targets: 2020 for Céte d'lvoire, 2025 for Benin,
Burkina Faso and Mali, 2030 for Togo, 2035 for
Senegal and Niger; Guinea-Bissau’s vision could
be announced soon.

Economic growth, which has become the
medium and long-term vision of member states,
will require economic transformation through the
adoption of policies that promote infrastructure
development and investments, encourage entre-
preneurship and growth of the private sector.

This transformation must also be driven by a
diversification of sources of growth, the creation
of added value within a context of strong, inclu-
sive and sustainable growth.

The quest for strong and sustainable growth is
further reflected in national development plans
and strategies as well as community programmes
such as PER, IRED, PCD, Programme for food secu-
rity and sustainable agricultural development, or
many other programmes.

These programmes will help deepen regional inte-
gration which appears to be one of the key com-
ponents to boost growth and sustainable devel-
opment through (i) increased intra-regional trade,
(ii) facilitation of the movement of people and
goods, (iii) creation of a larger market, which is a
source of economies of scale, and (iv) improving
the competitiveness of economies.

BOAD, the financial arm of the Union and its
member states, must epitomise their ambitions.

Thus, the Bank’s vision is formulated as follows:

Such a vision is an ample illustration of the Bank’s
mission, given the current economic situation in
the sub-region.

The Bank will support the implementation of
priority action plans of member states, as well
as regional development programmes aimed at
pushing for a more qualitative structural transfor-
mation of economies.

Considering the limited prospects for resource
mobilization, and after a scaling up between 2009
and 2013, marked by an average annual increase
of 39.5% for medium to long-term loans, the insti-
tution expects to stabilize the changing trend in its
financing operations over the next few years.

The 2015-2019 Strategic Plan will focus on consoli-
dating the gains made in terms of lending volumes,
and improve the supply of services to businesses
as well as member states. Finally, given the con-
straints facing the Bank, it will need to be highly
innovative in order to address current and future
challenges.

Overall, the strategic plan will be guided by the
following principles:

A consolidation of outstanding loans;
Support for the economic transformation of
member states;

Increased selectivity of funding operations;

Strengthening the Bank's role as catalyst for
development.

Innovation and development of capacities.
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AREAS OF INTERVENTION AND STRATEGIC
DIRECTIONS FOR THE NEXT FIVE YEARS

In accordance with the Bank’s mission and vision,
and given the main economic challenges facing
WAEMU countries, areas of intervention under
the 2015-2019 Strategic Plan are as follows:

Acceleration of regional inte-
gration through sustained infrastructure financing

Support for inclusive growth,
food security and sustainable development

Support for businesses and
states in the development of financial engineering
and servicess

Deepening the resource mobi-
lization process

The Bank will focus attention on the following
areas:

Regional and national projects of common
interest, which will facilitate the economic inte-
gration of member states of the Union;

Agriculture, industry and services to enhance
food security and promote value chains as bases
for economic transformation in several coun-
tries in the Union;

Environment and green growth for sustainable
development.

STRATEGIC AREA 1 :
ACCELERATION OF REGIONAL INTEGRATION THROUGH
SUSTAINED INFRASTRUCTURE FINANCING

The two key components of the strategic area
consist of:

Prioritizing regional projects and programmes;
Supporting regional growth poles.

The Bank expects to increase its funding for infra-
structure projects to 50% of its medium and
long-term commitments in the next five years, as
against an average of 31% over the last five years
and 37.4% cumulatively since the commencement
of activities.

PRIORITIZING REGIONAL PROJECTS
AND PROGRAMMES

Due to resource constraints and the significant
need for investment in infrastructure, the Bank
will focus attention on financing key integra-
tion-oriented infrastructure projects in various
regional programmes underway: PER I, IRED,
WAPP, PCD, etc.

In this connection, it will support regional trans-
port, energy and telecommunication infrastruc-
ture projects.

In the area of transport infrastructure, the Bank
will support the development and interconnec
tion of roads, railways, sea and airport facilities.

Under the development and interconnection of
road networks, the Bank will support efforts at
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addressing the shortcomings of the Regional
Motorway Project and the rehabilitation of the
priority road corridors.

Under the development and interconnection of
rail networks, recent studies have shown that
the sub-sector is facing challenges in the form
of (i) isolation of the railway lines and lack of
interconnection, (i) lack of rail interoperabil-
ity"'?, (iii) obsolete condition of the network and
equipment, as well as (iv) inadequate funding.

However, the development of efficient and inter-
connected rail corridors would increase the flow
of traffic in the countries it crosses, without inter-
modal transfers. It will also lead to the expansion
andintegration of markets, open upaccesstoareas
that have ahuge mining, agriculturaland industrial
potential, and make exports more competitive.

In order for rail networks to play an effective
role in the economic development of the sub-re-
gion and facilitate the integration process, the
Bank will support the rehabilitation and upgrad-
ing of the railway infrastructure. It will also sup-
port the interconnection and interoperability of
rail networks, as well as the development of a
rail industry by funding projects under the rail
transport development adopted by the WAEMU
Council of Ministers on 27 March 2014. In this
regard, the Bank will support the implementa-
tion of the 2728 km long “rail loop”.

As part of the development of the network of
seaports and airports, the Bank will continue to
focus attention on strengthening sea and air-
port infrastructure of member states in order to
make them real logistics platforms and enhance
the quality of services.

In terms of energy infrastructure, and to support
the Energy Development Fund, priority will be
given to the development of power generation
poles with a regional focus as well as intercon-
nection of electric power grids. In this context,
private power generation will be supported, par-
ticularly those based on renewable energies (solar,
hydro, etc).

With regards to telecommunications infrastruc-
ture, the Bank will support the development
of regional integrated information technol-
ogy infrastructure networks and broadband

communications, which should make them more
reliable and cheaper. It will also support regional
scale mobile telephony projects. In addition, the
Bank will contribute to the financing of invest-
ments in digital radio and television migration
within WAEMU, so that member states can meet
the international deadline set for 17 June 2015.

SUPPORTING REGIONAL GROWTH POLES

The promotion of growth poles is a process of
helping develop potential and natural resources
by drawing on the synergy and positive external
effects from particular spatial proximity of a num-
ber of activities, businesses, universities, and cen-
tres for research and excellence. These poles will
help streamline the production mechanism.

During the 2015-2019 period, the Bank plans to
help finance integrated industrial and agricultural
poles in order to attract investors, improve and
diversify production as well as exports.

The Bank will also continue to support the devel-
opment of large irrigation schemes such as those
of the Niger and Ouémé rivers, to ensure sus-
tainable food and nutritional security. As such, it
will support initiatives under the auspices of the
Office du Niger, the Liptako-Gourma integrated
development authority (ALG), the Senegal River
basin development authority (OMVS), etc.

Particular attention will also be given to the cof-
fee/cocoa sector, which is an important sector for
some countries in the Union, in order to boost
their exports. Similarly, the Bank will continue to
support the implementation of WAEMU's cotton
and textile strategy.

(12) Railway interoperability refers to the ability of trains to move unhindered across different rail networks, especially rail networks in

different countries.
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STRATEGIC AREA 2
SUPPORT FOR INCLUSIVE GROWTH, FOOD SECURITY
AND SUSTAINABLE DEVELOPMENT

The Bank has always given priority to the fight
against poverty in its operational strategies.
According to WAEMU statistics, about 49.4% of
the population are poor with most of them living
in the rural areas.

The Bank's action will be in line with the coor-
dinated regional strategies and programmes,
including those outlined in the report entitled:
“Situation of agriculture in the Union and pros-
pects for attainment of food security and sustain-
able agricultural development”, adopted in June
2012 by the Conference of Heads of State and
Government.

Orientations under the second area are as follows:

Supporting food
resilience.

security and agricultural

Strengthening financial inclusion.
Strengthening basic infrastructure financing.
Supporting agribusiness development.

Deepening environmental governance and
developing green growth project financing.

A key objective will consist of devoting at least
50% of uncommitted concessional resources to
rural development and food security. In addition,
the Bank will initiate growth-generating actions
and projects on climate and environment.

SUPPORTING FOOD SECURITY AND
AGRICULTURAL RESILIENCE

The Bank will give priority to water manage-
ment projects, access to inputs and equipment,
increased added value to production, particu-
larly food and sylvo-pastoral production as well
as value chain promotion. Sustainable land man-
agement, extension services and organization of
farmers, promotion of rural entrepreneurship and
securing farmers’ incomes will also be part of the
selection criteria.

These interventions will aim at sustainably improv-
ing food security for rural and urban households,
by supporting agricultural sector policies, regard-
ing food and non-food production, and by inte-
grating sustainable development issues. These
policies should result in a socially and ecologically
sustainable growth over time.

Special attention will be paid to family farms which
produce between 70% and 80% of the food in
developing countries and are therefore important
tools in the quest for food security, promotion
of employment in rural areas, and environmental
resilience.

As part of diversified and resilient farming sys-
tems, based on the best practices in terms of cer-
tifications and agro-ecology, the Bank'’s interven-
tions will also target businesses whose activities
are environmentally friendly.
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Agricultural credit will be developed to facilitate
the financing of inputs and agricultural equipment.

Furthermore, to protect farmers against climate
hazards and price volatility, the Bank will promote
a crop insurance scheme in its member states.
In this regard, funding will be provided firstly to
intensify agricultural insurance activities in coun-
tries with agricultural insurance companies and,
secondly, to initiate activities that promote this
type of insurance in order to create dedicated
insurance companies in other countries.

STRENGTHENING FINANCIAL INCLUSION

Priority will be given to agricultural credit in order
to promote diversification of income sources of
vulnerable populations and increase their pur-
chasing power through the financing of income
generating activities under the implementation of
integrated development programmes

More generally, the Bank will promote access of
vulnerable populations to financing, by scaling up
its support to the decentralized financial services
(SFD) as well as national institutions responsible
for inclusive finance, such as the national micro-
finance fund (NMF) and promote youth employ-
ment. This approach is made possible by the fact
that the decentralized financial service sector is
better structured and regulated.

STRENGTHENING BASIC INFRASTRUCTURE
FINANCING

Basic infrastructure is essential for attaining inclu-
sive growth. They accounted for a substantial part
of BOAD'’s portfolio.

Over the next five years, the Bank will continue to
focus on (i) rural development, (ii) environment,
(iii) safe drinking water supply and sanitation, as
well as (iv) electrification.

Infrastructure in the area of rural development and
environment include irrigation schemes, storage,
processing and marketing facilities, water and soil
conservation, as well as agroforestry, infrastruc-
ture to improve access (feeder roads and tracks,
transhumance corridors).

Interventions in the water and sanitation sector
will include:

Development of potable water supply facilities
and sanitation in urban and rural areas, includ-
ing waste water treatment plants and solid
waste management;

Financing of private investment in the water
and sanitation sectors: companies engaged in
the manufacture and/or installation of water
supply or domestic sewage and industrial waste
purification equipment as well as developers of
innovative liquid and solid waste purification
systems.

Electricity supply. The supply of electricity to rural
populations and/or remote areas by strengthen-
ing production and distribution networks will be
at the heart of the Bank’s strategy. Attention will
also be given to rural electrification by promoting
the use of renewable energy sources, especially
solar energy, among others.

SUPPORTING AGRIBUSINESS DEVELOPMENT

The private sector, especially the agricultural sec-
tor, is expected to play a major role in the econo-
mies of the member states. The sector therefore
needs to be supported as a vehicle for wealth cre-
ation for the people, and also for its contribution
to food security.

BOAD's interventions in the private agricultural
sector (loans and equity participations) accounted
for 10% of commitments in rural development
and food security during the 2009-2013 period.

During the next five years, the Bank will place
special attention to private initiatives within the
context of projects aimed at developing irri-
gated agriculture and related agricultural services
(inputs, processing, marketing, credit, etc.). The
institution will promote the creation of agricul-
tural input production plants as well as the devel-
opment of high potential agricultural value chain.

Also, in order to enhance the impact of its inter-
ventions, the Bank will, as the case may be, help
raise the capital of primary banks specialized in
agriculture so that they can meet the financing
needs of agricultural businesses.



DEEPENING ENVIRONMENTAL
GOVERNANCE AND DEVELOPING GREEN
GROWTH PROJECT FINANCING

Motivated by the progress made as well as the
results recorded in the area of environmental pro-
motion and past international agreements, the
Bank plans to deepen environmental governance
and develop environmental actions and projects.
It will specifically seek the attainment of the fol-
lowing objectives.

Consolidating the Bank's role in the sub-region as
leader in environmental issues.

The Bank has earned itself the reputation as
leader in West Africa, when it comes to interna-
tional environmental governance through its vari-
ous achievements in recent years.

This positioning inspires a lot of hope and expecta-
tion from WAEMU member states. The challenge
will therefore be to live up to such expectation
by playing the expected catalyst role in forging
strong cooperation with countries of the Union
on some major environmental issues.

In this context, the Bank is urged to promote low
carbon, energy-efficient and ecologically sustain-
able economic and social development models. It
must be therefore focus on sustainable land man-
agement, as well as joint management of shared
natural resources, within the spirit of sub-regional
integration. The Bank will also seek complementa-
rity and coherence of its climate and environmen-
tal governance actions with various stakeholders
so as to achieve profound and lasting changes.

Furthermore, the Bank will strengthen the capac
ity of businesses, as well as the commercial private
and public sectors in environmental governance
through support for the implementation of their
corporate social responsibility (CSR) programs.
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Promoting the financing of investment projects in
the area of environment and climate

The Bank will develop a portfolio of projects in
key sectors of the environment and climate. Green
growth opportunities in certain sectors of the
economy in Africa will also be tapped into. To this
end, the Bank will rely on financial mechanisms
designed for the environment, for which it is man-
dated to be the implementing entity. Subsidies as
well as concessional funds can also be mobilized.
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STRATEGIC AREA 3
SUPPORT FOR BUSINESSES AND STATES IN DEVELOPING
FINANCIAL ENGINEERING AND SERVICES

Aspartofthisstrategicarea, the Bank will strengthen
and diversify its range of financing products and
services by asserting itself as a major partner for
both private and public sectors. The institution has
thus set out the following orientations:

Promoting Public Private Partnership (PPP).

Supporting the development of industries and
emergence of regional scale businesses.
Strengthening non-traditional services and
products to the public and private sectors.

Scaling up support to SMEs/SMls and support-
ing the development of the financial sector.

These orientations will help the Bank to be more
involved in the process of transforming the econ-
omies of member states while consolidating its
financial viability. To this end, the following spe-
cific objectives should be achieved:

Devoting about 40% of funding for the period
to the commercial sector;

Increasing by half the share of products and ser-
vices in its operating income.

The development of services and scaling up of
commercial loans should enable the Bank to make
more income to increase its equity, part of which
is used as funding for member states.

PROMOTING PUBLIC PRIVATE PARTNERSHIP
(PPP)

Public private partnerships involve a wide range
of economic and social infrastructure projects and
are particularly beneficial to both governments
and the private sector.

Private investment in the WAEMU region is grad-
ually increasing in several sectors (energy, water
and sanitation, telecommunications, transport
infrastructure) which traditionally received their
funding from central government.

Thus, about USS2 billion of private investments
were made between 2009 and 2013. This trend is
expected to continue in the coming years, given
the steadily growing demand for infrastructure.
Governments alone cannot satisfy this expectation
at the expected rate without involving the private
sector in the design, financing, implementation or
operation of infrastructure. This view is confirmed
in the economic strategies adopted by countries
in the region that initiated PPP development.

The Bank recently created a PPP Development
Unit in response to the growing interest in PPPs.
The objective for this unit is to promote planned
activities as a consulting firm, provided that other
units of the Bank will support PPP operations
through the more traditional approaches of con-
sultancy, financing and co-financing arrangement
In this regard, the Bank will be proactive from the
prior assessment phases.

BOAD’s PPP Development Unit will be required
to protect the interests of member states in this
area and support them in the preparation, nego-
tiation and monitoring of PPP projects. Steps will
be taken to further strengthen their capacities.

Alternatively, with the gradual divestiture of gov-
ernments from strategic sectors such as energy,
water, telecommunications, and with the award
of infrastructure projects, the Bank will work
towards supporting the local private sector to
be able to take over. Thus, within the framework
of its PPP approach, the Bank will also help build
capacities for the local private sector, particu-
larly through advisory services (be they techni-
cal, legal and financial) for tenders and project
management.



SUPPORTING THE DEVELOPMENT OF
INDUSTRIES AND THE EMERGENCE OF REGIONAL
SCALE BUSINESSES

A transformation of the Union’s economies will
require increased development of agricultural and
mineral resources, which are a source of added
value and sustainable jobs. As such, the Bank will
support the promotion of value chains in agribusi-
ness, manufacturing and mining. Its interventions
will include improved productive capacity of exist-
ing units and the creation of new local resource
processing industries and services.

The mining sector, characterized by a near absence
of local processing units and which accounts for a
large percentage of export earnings of the Union,
is faced with an acute processing challenge. The
Bank will work together with member states and
community institutions to develop this sector.

The Bank will also strengthen its interventions in
the commercial sector by supporting the develop-
ment of companies and technically and financially
viable groups engaged in areas such as construc
tion, energy, industry, transportation, hospitality,
etc. In this regard, it will help such businesses to
avail of opportunities that come with the expan-
sion of a common market in order to accelerate
growth of regional businesses and increase econ-
omies of scale.

As part of its commitment towards improving
support for investment projects, the Bank will
examine the possibility of prefinancing studies
to be conducted by public or private companies,
especially regarding integration-prone projects.
To this end, it will work towards strengthening
its fund for research finance. It will also review
the modalities of intervention in the private sector
and more generally the commercial sector.

In the area of equity participations, the Bank will
work more closely with specialized institutions. It
will consider further compensation for its shares,
especially those it holds in industrial companies.
In certain cases, it will combine capital financing
with funding in the form of loan.
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IMPROVING NON-TRADITIONAL
PRODUCTS AND SERVICES TO THE PRIVATE
AND PUBLIC SECTORS

Apart from the aforementioned support, and in
order to have greater impact on the economies of
member states, the Bank is aiming at:

Developing special services meant for States
and local communities,

Becoming a vital partner in structuring financing
arrangement operations,

Developing non-traditional funding.

Developing special services for member states
and local communities

Given the difficulties that member states and their
local authorities face in managing certain infra-
structure projects, the Bank will work to assist
in the installation, implementation and govern-
ance of these projects. This will be done through
actions including institutional capacity building
for key stakeholders of the sectors involved.

The Bank will also support the protection and
maintenance of infrastructure, including roads.

Besides, the Bank plans to support institutional
reforms aimed at strengthening the ongoing
decentralization process in the member countries.
Depending on the progress made in this process,
some local authorities may be given a mandate and
a resource base to make collective investments.

Local authorities with a legal capacity and debt
capacity will resort more to additional sources of
funding. In this regard, the Bank may, through
targeted interventions, play an advisory role and
funding pilot projects and ultimately build an
appropriate strategy for capacity building, trans-
action structuring and financing of local commu-
nities’ projects.

Becoming a vital partner in transaction structur-
ing and fund mobilization

The Bank intends to substantially strengthen its
financial services, particularly in the form of trans-
action structuring and financing arrangements
for member states, as well as public and private
companies.
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It will provide the necessary funding for this pur-
pose and strengthen its service offer to clients
by proposing a service package ranging from
origination to structuring and then syndication
of loans. It will alternatively strengthen financial
advisory services.

Developing non-traditional products

Apart from short-term financing which started
in 2010, the granting of “sovereign loans at mar-
ket conditions” which was launched in 2012 and
the expected development of climate finance
(CDM) projects, the Bank intends to develop new
products in the coming years. Just as transac
tion structuring and financing arrangements, the
development of these products is expected to
complement efforts by member states to meet
their funding needs while providing the Bank with
additional income.

Thus, discussions will be held with a view to pro-
moting new products such as:

Islamic Finance: this will involve studying the
desirability and feasibility of making BOAD
support a big part of IDB activity in member
states. A study on the possibility of opening an
«Islamic Finance» Window would be conducted
in collaboration with BCEAO which has initi-
ated discussions on aspects of the regulatory
framework;

Short-term refinancing facilities to commercial
banks: the possibility of promoting refinanc-
ing framework agreements for short maturity
operations in the agricultural sector, particularly
cooperatives, farmers’ groups, producers).

Moreover, along with the consolidation of its
short-term financing of the industrial and agricul-
tural sectors, the Bank will expand its range of
short-term facilities by:

Prefinancing public procurement or other short-
term operations promoted by member states in
the form of prefinancing of national investment
budgets;

Allocation of cash advances, particularly to help

expedite the granting of bridge loans (a com-
mon practice during the crop year) for member
states or large companies with excellent balance
sheets, pending funding approval decisions;

Deepening the possibility of implementation of
the downstream product line.

SCALING UP SUPPORT TO SMES/SMIS
AND SUPPORTING THE DEVELOPMENT OF THE
FINANCIAL SECTOR

Support to SMEs/SMIs

The Bank will support SMEs/SMls by providing
refinancing facilities for NFIs, and equity partici-
pations in venture capital funds or banks. As indi-
cated by the Bank’s recent interventions in invest-
ment funds, capital investment will help address
the needs of SMEs/SMls in terms of strengthening
their capital base and management support.

Apart from the indirect financing of SMEs/SMls,
and taking into account the interventions car-
ried out in the member countries, particularly
through the WAEMU Commission, reflections will
be deepened in order to identify the assistance
that BOAD could provide them, especially in the
area of (i) managerial support, (ii) upgrading or
(iii) advice in the preparation of their investment
plans. Relevant modalities will be defined and the
appropriate resources identified.

Special assistance will also be offered to export-
ing SMEs in conjunction with BCEAO.

Supporting the development of the financial
sector

In response to the need to strengthen and modern-
ize the financial sector of the Union, which is strug-
gling to deal with the challenges that come with a
growing demand for financial services and comply
with regulatory requirements, BOAD will continue
its efforts to set up an investment fund dedicated
to the development of financial services, after the
relevant feasibility study has been conducted.
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STRATEGIC AREA 4
DEEPENING THE RESOURCE MOBILIZATION PROCESS

One key challenge BOAD will have to address in
the next five years is the mobilization of substan-
tial amounts of appropriate resources to meet the
financing needs inherent to the attainment of the
objectives of this strategic plan, and cover the
financing gaps caused by the activities conducted
in the 2009-2013 period.

The strategic objectives for resource mobilization
will include the following.

Strengthening the Bank's debt capacity.

Strengthening the Bank’s presence in the
regional capital market.

Obtaining a rating and accessing the interna-
tional capital market.

Exploring alternative means of refinancing.

Developing a targeted concessional resource
mobilisation approach.

Enhancing the leverage effect of financing from
the Bank.

STRENGTHENING THE BANK'S DEBT
CAPACITY

BOAD's financial model as presented in Section
4.1.2 in Part |, addresses the current constraints
of the Bank in terms of leveraging ratios and its
capacity to provide new funding.

Given its age and in view of international stand-
ards, the institution’s debt regulatory framework
will have to be updated in order to strengthen the
Bank’s debt capacity. Other basic measures for
debt reinforcement will be recommended.

STRENGTHENING THE PRESENCE OF THE
BANK IN THE REGIONAL CAPITAL MARKET

For over fifteen years, the regional capital mar-
ket has been a vital source of resource mobiliza-
tion for the Bank to finance its activities. At the
end of 2013, domestic market resources, free of
exchange risk, accounted for 48% of total out-
standing debt.

In the next five years, the Bank will work to
strengthen its presence and consolidate its posi-
tion as the largest non-sovereign issuer in the
regional capital market. This exercise will lead to
a greater frequency of debt securities floatation,
a wider range of maturities during operations,
including an extension of certain maturity periods.

In order to broaden the base of security under-
writers, the Bank will make changes in the pro-
posed financial products.

OBTAINING A RATING AND ACCESSING THE
INTERNATIONAL CAPITAL MARKET

The increase in resource requirements due to
the Bank’s current annual commitment levels, as
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well as the risk of saturation of securities in the
regional capital market, BOAD is advocating reli-
ance on resources from the international capital
market as a supplementary measure.

Given that it will need to obtain an international
credit rating before it can access such resources
under secure and sustainable conditions, the Bank
will focus attention on the procedures necessary
for its rating.

Moreover, with new regulations being intro-
duced in the regional capital market of the Union,
non-sovereign issuers will be more compelled to
meet rating requirements.

Furthermore, a satisfactory rating should enhance
the credibility of the Bank and facilitate business
relations with external partners for the mobiliza-
tion of credit facilities.

Finally, in an attempt to broaden the sharehold-
ing to other non-regional shareholders, a rating
would be a sign of good governance.

EXPLORING ALTERNATIVE MEANS
OF REFINANCING

The Bank will work to diversify its refinancing
options in order to diversity its refinancing model.

A practical option will consist of adopting a secu-
ritization policy for part of the portfolio of receiv-
ables on the balance sheet in accordance with
discussions held for several years and which were
aimed at using this technique as an additional
means to mobilize resources in the regional cap-
ital market. The Bank will update the operational
feasibility study to deepen the conditions, poten-
tial benefits and risks.

The Bank will also draw on various technical inno-
vations that have proved useful in the world of
finance. It will therefore focus on products such
as those listed below:

Infrastructure bonds (project bonds): the floata-
tion of this category of securities may be spe-
cially formulated for PPPs ;

Use of private foundations;

Provision of a new class of shares eligible to
receive dividends;

Diaspora bonds so as to put more savings from
the diaspora for the development of the mem-
ber countries;

Sukuk bonds or Islamic Finance bonds.

DEVELOPING A TARGETED CONCESSIONAL
RESOURCE MOBILIZATION APPROACH

Considering the acute social needs of various coun-
tries of the Union, coupled with the strong desire
for growth as evidenced in national growth and
sustainable development strategy papers, BOAD
expects to maintain a minimum level of appropri-
ate financing for activities in the non-commercial
public sector.

In the past, such funding was made possible
mainly through concessional resources mobilized
from development partners and helped in achiev-
ing remarkable results and impacts on popula-
tions and economies of the member countries.

Given the low prospect of mobilizing resources
such as concessional loans to finance the
Development and Cohesion Fund (FDC) activities,
it will be necessary for the Bank to develop inter-
nal concessional resource mobilization initiatives.

To this end, and as approved by the Council of
Ministers at its meeting held on 19 December
2013 in Bamako, discussions have been held
in collaboration with BCEAO and the WAEMU
Commission in order to deal with the resource
constraints of the Bank. Some of the areas to be
examined include:

Periodic floatation of special bonds™ in the
regional market to finance priority programmes;

Increased allocation of existing community
resources to the Bank;

Introduction of specific fiscal or quasi-fiscal lev-
ies for the Bank.

Resources obtained as community allocations and
special tax or quasi-tax levies, as part of efforts to
strengthen development taxation, could be used

(13) Railway interoperability refers to the ability of trains to move unhindered across different rail networks, especially rail networks in

different countries.



to finance special funds that will help in blend-
ing resources or providing interest subsidies for
targeted sectors. These special funds would also
be supplemented with possible allocations from
external partners or other types of resources.

In any case, the Bank will continue its efforts at
mobilizing concessional resources for programmes
and projects in key sectors such as food security,
regional integration and environment.

Furthermore, discussions will be held in a bid to
setting up a community concessional fund in the
form of financial vehicle with its own legal capac-
ity. The current situation where BOAD operates
as a unitary structure, combining the develop-
ment finance (FDC Window) and commercial
loan (Bank Window) activities will have to evolve,
going forward. To enhance the visibility of the
FDC and mobilize more concessional resources, it
will be appropriate to consider its transformation
by creating a new fund, modelled along the type
of the World Bank'’s International Development
Association (IDA) or AfDB’s African Development
Fund (ADF).

IMPROVING THE LEVERAGE EFFECT OF
FUNDING FROM THE BANK

The high costs of energy, road, rail, port, airport
or telecommunication infrastructure projects pose
a major challenge to the mobilization of financing
resources. In this regard, the Bank will intensify
its partnership efforts, both with international
financial institutions and other stakeholders, to
promote the co-financing of such projects.

As such, a significant improvement of the equity
multiplier will be sought given their relatively low
levels seen in recent years (1.5 in 2013). In this
regard, the traditionally used average of 3 for the
leverage effect of financing from the Bank will be
maintained during the 2015-2019 period, pending
any future improvements. Financing arrangement
activities should help attain these goals.

Meanwhile, the existence of co-sponsors in
the project financing scheme will be taken into
account when assessing project proposals.
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ALIGNING MANAGEMENT
AND GOVERNANCE

While taking stock of the last five years and con-
sidering the targets set for the next five years, the
Bank has decided to strengthen its management
and governance processes to further improve its
efficiency and align them with its new strategic
directions while adopting practices that comply
with international standards.

These measures will include:

Strengthening the legal certainty of the
operations.

Improving financial and risk management
processes.

Developing the monitoring-evaluation of
operations, sectoral studies and knowledge
management.

Aligning marketing and communication action
with the strategy.

Optimizing personnel output.

Strengthening asset management and safety of
goods and people.

Modernizing the information system.

Reinforcing the governance and the monitoring
system.

Preparing a possible institutional reform of the
Bank.

STRENGTHENING THE LEGAL CERTAINTY
OF OPERATIONS

Increased support of the Bank to the commercial
sector exposes it to more risks, and it is therefore
necessary to find ways of addressing such risks.
To this end, the Bank will strengthen the legal cer-
tainty of its operations, by (i) ensuring adequate
coverage and better monitoring and evaluation

of collaterals taken, and (ii) strengthening debt
collection actions; as such, appropriate recovery
procedures covering stages of amicable, pre-liti-
gation and litigation settlements, will be updated
and implemented.

IMPROVING FINANCIAL AND RISK MANAGEMENT

With regard to financial and risk management,
special attention will be paid to the following
aspects:

Improved profitability: in spite of the expected
stabilization of its medium to long-term loans,

the Bank is targeting a profitability of 4% of its
equity as against 3.3% as at the end of 2013.

Improved management of counterparty risk
through (i) greater selectivity of commercial sec-
tor operations, with systematizing the second



opinion process, and (i) close monitoring of the
portfolio.

The aim is to limit to 10% the gross rate of deg-
radation of the commercial sector portfolio (com-
mercial private and public sectors).

Furthermore, discussions will be held on the
Bank's capital adequacy policy in relation to its
commitments, including procedures on how to
integrate country risks.

Strengthening market risk control, with a review
of the exchange risk hedging policy, in particu-
lar, and action plans for its implementation.

Finalizing the actual implementation of the
operational risk mapping, which will help under-
stand upstream risks related to the increase in
the Bank’s activities and to develop suitable mit-
igation plans.

Reviewing the tariff system to assess current
practices and recommend innovative technical
solutions that better reflect the Bank’s realities.
The objective is to (i) establish a tariff system
that offer flexible and competitive tariffs to
meet the expectations of counterparties and (ii)
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provide the Bank with a financial guidance in its
balance sheet (financial equilibrium, control of
margins and profitability).

Optimizing cash management for better profit-
ability, including a review of the liquidity policy,
a more reliable forecast of disbursements and
the search for short-term investment opportu-
nities for idle cash. The possibility of a partial
investment delegation system will be consid-
ered in order to establish a more active cash
management.

An emergency refinancing plan will also be put
in place.

Operationalizing cost accounting and fine-tun-
ing the modernization of general accounting
procedures.

Increasing the competitiveness of financing
conditions by reducing the cost of mobilized
resources and increasing control of operating
expenses.

In addition, “financial management” functions
will be expanded based on their compatibility.

DEVELOPING MONITORING-EVALUATION OF
OPERATIONS, SECTORAL STUDIES AND KNOWLEDGE
MANAGEMENT

The Bank will strengthen the support functions
needed for the conduct of its activities and oper-
ations, particularly sectoral studies, monitoring
and evaluation of funded projects and knowledge
management. The objectives for the 2015-2019
period are summarized below.

STUDIES

For increased awareness of the potential of cer-
tain sectors and a better understanding of fund-
ing opportunities for the Bank, a targeted pro-
gramme will be implemented to cover strategic
sectors such as agricultural inputs, agribusiness,
modernization of port infrastructure, etc.

Furthermore, a study will be conducted to define
the conditions of implementation of country
support strategies in order to: (i) better plan the
Bank’s interventions in each country; (ii) encour-
age and strengthen co-financing; (iii) ensure
greater impact of funds granted, and (iv) facilitate
portfolio monitoring.

MONITORING-EVALUATION OF PROJECTS

The Bank will need to improve on how it measures
the development outcomes of its operations. The
main objectives for the five-year period include:
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Operationalizing monitoring and evaluation
by integrating various stages of the project
cycle, particularly through the establishment of
benchmarks that will be regularly referred to.

Strengthening the quality and quantity of his-
torical performance appraisals by progressively
aligning them with international standards.
At least 25% of projects completed in the last
twenty years, both in commercial and non-com-
mercial sectors, will undergo performance
evaluations.

Conducting socio-economic impact assess-
ments of projects to provide some objective cri-
teria for assessing the Bank'’s real impact on the
development of member states. At least 2% of
projects completed more than 5 years ago will
be assessed.

Conducting thematic evaluations to provide the
Bank with in-depth analysis of specific develop-
ment challenges. At least one (1) thematic eval-
uation will be conducted every two years.

Strengthening the capitalization and sharing
of experiences from evaluations carried out in
order to improve the design and implementa-
tion of projects and programmes.

KNOWLEDGE MANAGEMENT

In its quest to become a leading institution in
terms of knowledge and expertise in develop-
ment finance in the WAEMU region, BOAD will
pay greater attention to knowledge manage-
ment in order to sustain the effectiveness of its
interventions.

In the coming years, the Bank will consolidate
actions initiated as part of its knowledge manage-
ment strategy. Specifically, the priorities for action
will be to:

Support research, production and promotion
of knowledge through partnerships with insti-
tutions, universities and specialized research
centres;

Capture and capitalize on new knowledge,
including critical and strategic data to enhance
the performance of the institution.

The Bank will also share knowledge and lessons
drawn from its operations with partners and
other economic players in the sub-region.

ALIGNING THE MARKETING AND COMMUNICATION
ACTION WITH THE STRATEGY

In order to play a vital role in the attainment of
objectives of the strategic plan for the next five
years, the objectives set for marketing and com-
munication will mainly consist of:

Increasing visibility and improving the corporate
image of the Bank;

Enhancing the effectiveness of the marketing
action.

INCREASING VISIBILITY AND IMPROVING
CORPORATE IMAGE

The key areas of improvement will include
increased visibility of the Bank by strengthening
communication with both customers and pros-
pects for “financing and advisory» activities, as
well as with external donors and financial inves-
tors in its “resource mobilisation” activity.

The Bank will in this regard improve availability
of information on its products, services and pro-
cedures as well as achievements and impact of
funded projects.



ENHANCING THE EFFECTIVENESS
OF THE MARKETING ACTION

The effectiveness of the marketing function will
generally be enhanced. The Bank will seek an
improvement in customer relations and conduct
a review of its intervention strategy in the private
and commercial public sector. It will also ensure
that service conditions remain attractive and
develop a business, economic and informational
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intelligence that will enable it to create and avail
of key investment opportunities.

In order to maximize the effectiveness of these
actions, the Bank will establish a synergy pro-
moting mechanism, particularly in the area of
“Prospecting” between the finance and market-
ing units. The Bank will also continue with reform-
ing its Resident Missions in order to enhance their
proximity with customers and partners.

OPTIMIZING STAFF PERFORMANCE

Key aspects for optimizing staff performance will
include:

Reinforcing
motivation;

staff performance culture and

Consolidating the forward planning of human
capital;

Enhancing the skills and provide staff for new
activities of the Bank.

REINFORCING STAFF PERFORMANCE
CULTURE AND MOTIVATION

The objective is to reinforce the performance cul-
ture based on simple and clear principles for all
staff.

To this end, there will be a consolidation of the
performance management system which will be
a vital tool for dialogue, identifying needs and
capacity building.

CONSOLIDATING HUMAN CAPITAL
MANAGEMENT

Consolidating the forward planning of human
capital will allow for better synergy between
skills and needs of the Bank. This will involve the
development and implementation of the second
phase of the jobs and skills management planning
(GPEQ).

Moreover, there will be a judicious allocation of
staff by category to allow for a systematic and
well programmed retirement plan.

ENHANCING SKILLS AND PROVIDING
PERSONNEL FOR THE NEW ACTIVITIES OF THE
BANK

The implementation of the Strategic Plan will
require redeployment of staff and sometimes
recruitment of specialized skills. Indeed, the con-
tinued diversification of activities, with a focus on
developing structured and innovative financing,
as well as creation of new products will require
the provision of adequate staff for operations.

Meanwhile, there will be specific capacity build-
ing for operational units, particularly in environ-
mental management.
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REINFORCING ASSET MANAGEMENT AND SAFETY
OF GOODS AND PERSONS

The following priorities will be set in the area of
asset management:

At operational level: (i) establishing an energy
efficiency plan based on an energy audit. The
aim of the new five-year term includes obtain-
ing HQE (High Quality Energy) certification; (ii)
completing the computer-aided maintenance
management system (CMMS) for better control
of maintenance costs in light of the ageing of
the Bank'’s building;

At security level: a security plan will be formu-
lated for the protection of property and persons
and an integrated emergency plan to consoli-
date the overall security system of the Bank ;

As regards real estate projects: the second phase
of the headquarters building extension project
will be launched during the five-year period.

MODERNIZING THE INFORMATION SYSTEM

As part of the 2015-2019 strategic plan, the Bank
will carry on with the implementation of the IT
blueprint which was launched under the previous
plan and, secondly, move to an information sys-
tem blueprint (application - information and pro-
cesses) by incorporating the telecommunication
dimension into it. The operational procedures will
basically consist of:

updating and implementing an information sys-
tem security policy;

operationalizing the Bank’s backup site by
setting up a user backup site in the WAEMU
region, with the capability of supporting busi-
ness activities;

incorporating the telecommunication dimension
into the Bank's information system with the aim
of establishing an independent, modern and
secure communication system which should
make it possible for the resident missions to be
integrated into the VSAT information system;

implementing business intelligence which will
allow Management to have a decision-making
scorecard.

Carrying out the automation of “non-business”
activities by setting up support tools that use
innovative technologies.
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CONSOLIDATING GOVERNANCE
AND MONITORING SYSTEM

During the next five years, BOAD will establish an
even stronger performance and result-oriented
governance system.

In this regard, it will seek to attain the following
objectives:

REASSERT THE BANK'S COMMITMENT
TOWARDS GOOD CORPORATE GOVERNANCE

The Bank will continue to pay special attention to
issues related to good corporate governance by
implementing the code of ethics, combating fraud
and corruption, money laundering and terrorist
financing. It will also reaffirm the need for staff to
remain committed to the values of the Bank, such
as professionalism, discipline, loyalty, teamwork
and integrity.

RAISING THE CONTROL PROCESSES
TO INTERNATIONAL STANDARDS AND
CONSOLIDATING INTERNAL GOVERNANCE

The organizational structure of the Bank may be
reviewed to allow for greater fluidity and greater
delegation of authority.

Moreover, apart from the annual audit conducted
by the Audit Committee and the External Auditor,
a management audit will be conducted by a repu-
table independent firm, whenever the need arises.

REINFORCING ORGANIZATIONAL
GOVERNANCE

In this regard, actions will be carried out to pro-
mote a governance model that ensures closer col-
laboration with category B shareholders.

Also, the possibility of having independent direc-
tors on the Bank’s Board will be explored.

PREPARING A POSSIBLE ORGANIZATIONAL REFORM
OF THE BANK

Discussions and preliminary arrangements will be
made and deepened in view of a possible organi-
zational reform of the Bank.

After the next cost accounting which will, among
other things, result in a separation of the FDC
accounts from those of the commercial window,
discussions will be held to examine the feasibility

of a legal separation between the Bank and FDC
activities. This could lead to a conversion of
the FDC into a new fund with a mechanism for
replenishment, modelled along the likes of AfDB’s
African Development Fund (ADF) or the World
Bank's International Development Association
(IDA).
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FINANCIAL FRAMEWORK

PRELIMINARY CONSIDERATIONS

The strategic directions outlined above helped
identify the Bank’s operational priorities for
its intervention in member states and explore
resource mobilization avenues in the 2015-2019
period.

The significant scaling-up of interventions dur-
ing the 2009-2013 period resulted in an annual
financing average of XOF346 billion for medium
to long-term loans as against XOF90 billion over
the 2004-2008 period.

The amount of funds allocated as part of imple-
mentation of the 2009-2013 Strategic Plan is
proof of the Bank’s commitment to scale up sup-
port to the development efforts of member coun-
tries, particularly during this period, which was
marked by severe energy and food crises across
the Union.

In view of the need to provide for undisbursed
previous commitments mentioned in the financial
model (see section 4.1.2, Part 1), and consider-
ing the limited opportunities for resource mobi-
lization and compliance with debt ratio, activity
levels over the five-year period will be contained
in order to preserve the financial integrity of the
Bank.

The Bank will continue to support countries in their
development efforts, taking into close account the
available resources. The programme of activities
under the FDC window, in particular, will depend
on the amount of community resources expected
from the various institutions and countries of the
Union, as well as external concessional resources
that could be mobilized from certain development
partners.

Total* Total
20092013 2014** 2015 2016 2017 2018 2019 2015-2019
FDC activity 641 80 0 50 50 50 50 200
Sovereign oans at 292 100 100 100 100 100 100 500
market conditions
Total MLT loans | 5,5 180 100 150 150 150 150 700
to States
Commercial private
and public MLT 731 157.5 75 75 75 75 75 375
loans
Total MLT loans | 1,664 3375 175 225 225 225 225 1075
Short-term loans 43 43 43 45 45 50 233
Equity | ¢4 5 75 75 75 75 75 75 375

participations

* Total of sovereign loans over two years (2012 and 2013).
** Estimates.



Activities of the Energy Development Fund (EDF),
currently run by BOAD, are not included in this
financial framework since the Fund’s business con-
ditions are determined by its council of donors.

Commercial sector loans and “sovereign loans at
market conditions” will be catered for with a bor-
rowing programme in the regional and interna-
tional financial markets as well as credit facilities
to be mobilized from partners.

The scenario used is based on the current situa-
tion of scarce concessional resources, resulting in
a substantial reduction in levels of activity.

The implementation of this programme will
require the mobilization of resources to the tune
of XOF1,256 billion, of which about XOF1,048 bil-
lion will be loan resources and XOF208 billion will
be from concessional resource endowments. The
latter will include XOF90 billion from community
resources, while XOF118 billion will be from exter-
nal sources. Without such funding, FDC activity
would be further reduced.

Concessional resources obtained from the com-
munity are used to basically supplement the
Bank's own resources which it uses to cover previ-
ous financing shortfalls of the FDC window. Some
of these resources will be used as interest subsidy
or blending of resources in order to lessen the
financial burden in some areas.

Thus, an increase in new non-market loans will
depend on the amount of concessional resources
mobilized from partners. Given the low levels
of expected concessional financing, requests
by States as part of their plans for accelerated
growth, will be further provided for by sovereign
loans at market conditions”.
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IMPLEMENTATION RISKS

Les Major risks that may impede the attainment
of the objectives of this strategic plan include (i)
inadequate debt ratio, (i) non-obtaining of the
expected concessional resources, and (iii) poor
credit rating for access to resources at competitive

rates from the global financial market. Another
aspect to be considered is the liquidity risk and
loss of profitability that would be caused by a
shortfall in the said resources.

RISK OF INADEQUATE DEBT CAPACITY

An inadequate debt capacity will prevent the Bank
from mobilising loan resources at the expected
levels in order to finance planned activities during
the five-year period or make disbursements on
outstanding previous commitments.

Apart from a review of its debt ratio, any remarka-
ble improvement will require specific measures of
consolidating equity and/or capital.

RISK OF NON-OBTAINING OF INTERNAL CONCESSIONAL
RESOURCES

Given the fact that opportunities for external
concessional resource mobilization are very
limited compared with the current demand,
obtaining substantial concessional resources
from the Union will be crucial for the financing
of FDC activities. Failing this, the Bank would

be forced to withdraw from concessional
financing.

It will also not be able to deal adequately with
disbursements relating to previous outstanding
non-commercial sector commitments.

RISK OF POOR CREDIT RATING

The Bank has taken remarkable steps required for
its access to the global financial market with the
support of rating consulting firm.

Obtaining a poor credit rating could affect the
Bank’s chances of accessing funding from global

financial market and raise the cost of the resources
it may mobilized there. This would result in the
risk of a non-competitive offer to the Bank.
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LIQUIDITY RISKS AND LOSS OF PROFIT MARGINS

Inadequate resources could create a liquidity
risk for the Bank. Similarly, in the absence of
adequate concessional resources to cover dis-
bursements of outstanding concessional loans,
there will be the risk as to whether the market
resources alone can cover the disbursements,

even if partly, and this could result in a loss of
profit margins.

The incidence of socio-political and security cri-
ses could also hamper the implementation of the
strategic plan.

IMPLEMENTATION PHASES AND
SCHEDULE

The implementation of the strategic plan will consist of three stages: the launching,
deepening and transitional phases.

LAUNCHING PHASE

The following steps will be taken during the
launching phase, which will be completed by the
end of 2014:

Information and mobilization of all staff for the
attainment of the objectives of the strategic
plan ;

Operational deployment and implementation of
monitoring tools;

Review of the debt standards;

Launching of BOAD rating process.

The collective and individual involvement of the
Bank's staff in the implementation of the strate-
gic plan is a guarantee for success. To this end,
after approval of the plan by the governing bodies
of the Bank, a general staff meeting, chaired by
the President of BOAD will be held, to share the
objectives and information on the activities to be
carried out.

Operational deployment will involve the devel-
opment of detailed action plans and setting up
of monitoring tools (logical framework, tools for
data collection, analysis and reporting).
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DEEPENING PHASE

The deepening of the process will extend till June
2015, where other essential preparatory steps to
achieving the objectives will be taken. These will
include

Taking decisive steps t owards resource
mobilization;

Aligning the organization, policies and
procedures;

Capacity building and targeted recruitment of
staff;

Aligning the marketing actions with the strategy;

Finalization of key procedures for the launch of
new products.

TRANSITIONAL PHASE

The transitional phase is the period in which the
Bank will focus on the expected decisions on
internal concessional resource mobilization and
bond floatation in the global financial market.

This will be the period for full implementation of
the strategic plan.

IMPLEMENTATION SCHEDULE

Below is an outline of the strategic plan implementation timetable.
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. L 2014 2015 2016
Phases Major activities
T1 T2 T3 T4|T1 T2 T3 T4 t0o2019
1.1. Information and mobilization of staff
| 1.2. Operational deployment
LAUNCHING . L
PHASE 1.3. Formulation of monitoring tools
1.4. Review of debt conditions
1.5. Launching of BOAD rating process
2. 1. Taking decisive steps towards resource
mobilization
Il 2.2. Aligning the organization, policies and procedures
DEEPENING . . .
PHASE 2.3. Capacity building and targeted recruitment of staff
2.4. Aligning marketing actions with the strategy
2.5. Finalization of key procedures for the launch
of new products
n
TRANSITIONAL . . . S
PHASE Optimum implementation of all action items

MECHANISM FOR CONTROL AND
MONITORING-EVALUATION

Monitoring of the strategic plan implementation
will be carried out by the department in charge
of strategy, in conjunction with all departments
of the Bank.

The monitoring logframe as well as the tools for
collection, analysis and reporting combined with
specific target-based scorecards will be set up.

Monitoring reports, with recommendations,
will be submitted every half-year for review by

Management of the Bank. The main monitoring
results will be disseminated to staff.

The Board of Directors will be presented with an
annual implementation report.

The strategic plan will undergo external evalua-
tion at the end of the five-year period.
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SUMMARY OF DIRECTIONS AND OBJECTIVES
OF THE STRATEGIC PLAN

A) Directions and objectives relating to the bank’s operations

AREA 1 : ACCELERATING REGIONAL INTEGRATION THROUGH SUSTAINED INFRASTRUCTURE FINANCING

STRATEGIC DIRECTIONS OBJECTIVES

Supporting the development and interconnection of road and rail networks;

Prioritizing regional projects rehabilitating port and airport infrastructure;
and programmes

Supporting the development of energy and telecommunication infrastructure

Supporting regional growth Financing integrated industrial and agricultural poles

poles Supporting the development of large irrigation schemes

AXE 2 : SUPPORT FOR INCLUSIVE GROWTH, FOOD SECURITY AND SUSTAINABLE DEVELOPMENT

STRATEGIC DIRECTIONS OBJECTIVES

Supporting food security and Providing funding for family farm projects as part of the value chain approach

agricultural resilience Promoting a crop insurance programme in the member countries of the Union

Intensifying rural credit to finance income generating activities

Strengthening financial
inclusion Increasing support to decentralized financial services and national entities in charge

of financial inclusion.

Scaling up financing for basic Areas of support: rural development and environment; water and sanitation;
infrastructure electricity

Supporting the development of irrigated agriculture and the provision of sector-

. — related services
Supporting agribusiness

development Providing funding for agricultural input production plants

Investing in the capital of specialized agricultural banks

Deepening agricultural Strengthening BOAD's governance and leadership on environmental issues
governance and developing
funding for green growth
projects

Promoting the financing of environmental projects
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AXE 3 : SUPPORTING BUSINESSES AND STATES IN THE DEVELOPMENT OF FINANCIAL ENGINEERING AND
SERVICES

STRATEGIC DIRECTIONS OBJECTIVES

Supporting States as well as companies in PPP activities

Promoting public private
partnerships (PPP) Supporting the emergence of local private sector that can replace States as they

withdraw from strategic sectors

Supporting the development of regional-scale businesses and the promotion of value
Supporting the development chains
of industries and emergence of
regional businesses

Prefinancing studies on regional scale commercial projects

Better professionalism in the Bank's equity participations

Developing specific assistance to States in the area of infrastructure projects.

Strengthening the provision
of non-traditional products Developing advisory and financial services for local authorities

and services to the publicand  gecoming a vital partner in transaction structuring and fund raising
private sectors.

Developing new products

Providing refinancing facilities and equity investments in venture capital funds or

NFls.
Scaling up support for SMEs/
SMIs and supporting financial Identifying ways of providing managerial support and advice to SMEs
sector development Promoting specific support to exporting SMES.

Promoting the creation of an investment fund for financial sector development

AXE 4 : DEEPENING THE RESOURCE MOBILIZATION PROCESS

OSTRATEGIC DIRECTIONS OBJECTIVES

Strengthening the debt capacity

of the Bank Revisiting the Bank's debt ratio

Enhancing the Bank's presence ~ Increasing frequency of bond issues and expanding the range of selected maturities

in the regional capital market g agening the base of securities underwriters

Obtaining a rating and
accessing the global financial Mobilizing resources from the global financial market
market

Exploring alternative modes of  Studying the possibilities of debt securitization and use of certain innovative fund-

refinancing raising products

Developing a targeted Exploring resource mobilisation avenues in collaboration with BCEAO and WAEMU
concessional resource

mobilization approach Creating a BOAD concessional fund of IDA or ADF-type

Improving the leverage effect of Promoting project co-financing
funding from the Bank Strengthening partnership with other financiers.
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B) Objectives of aligning management and governance

Reinforcing the legal certainty of Better and adequate monitoring-evaluation for commitments taken

operations Strengthening debt recovery actions

Strengthening the counterparty risk management mechanism

Reinforcing control of market risks, particularly through the exchange
risk hedging policy

Optimizing cash flow management

Re-examining the tariff system

Improving financial and risk
management Operationalizing the cost accounting processes and separating the FDC

accounts

Deepening the job accounting function in the area of financial
management

Enhancing the competitiveness of financing conditions

Enhancing the Bank's profitability

Continuing sectoral conduct of prospective studies

Studying the modalities and implementing country support strategies

Operationalizing the monitoring-evaluation of projects

Developing monitoring-evaluation ——— :
of operations, sectoral studies Reinforcing ex-post evaluation

and knowledge management Supporting research/production of knowledge and capitalize on new

knowledge

Making knowledge and lessons drawn available to partners and
economic operators in the sub-region

Increasing the visibility and corporate image of the Bank

Aligning the marketing and
communication action with the Revisiting the intervention strategy for the commercial sector

strate : . . .
9y Promoting synergy, particularly in the area of “prospecting”

Strengthening staff performance culture and motivation

Optimizing staff performance Consolidating human resource management

Enhancing skills and providing staff for new activities

Controlling the maintenance cost of the buildings and facilities

Reinforcing asset management Modernizing and reinforcing the security apparatus

and safety of goods and persons
Launching the 2nd phase of the headquarters building extension project



Modernizing the information
system (IS)

Strengthening the governance
and monitoring system

Preparing for possible
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Activating and implementing an IS security policy

Integrating the telecommunication dimension into the information
system

Setting up a business intelligence

Carrying out the automation of non-core activities

Reasserting the Bank's commitment to good corporate governance

Raising the control and auditing practices to international standards

Consolidating internal governance

Strengthening organizational governance

Working towards the inclusion of independent directors on the Board

Separation of FDC accounts from those of the market window

Meeting the requirements for the possible legal separation of the two

organizational reform of the Bank activity windows (Bank and FDC)
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