“>IDC

Industrial Development Corporation

Your partner in development finance

Cameroon Investment Forum 2009
Development FundidgBuilding Effective DFIs

to Support Busifiess ERterps

Thokoane Tsolo
May 2009



Preambl e

A Pre and post independence African development
finance institutions, DFls:
A National development banks/ corporations
A Small enterprise development corporations
A Agricultural development banks/ corporations
A Housing finance banks; etc.

A The demise of African DFIs
A Ownership by Government
A Under capitalisation
A Inadequate project appraisal/ management skills
A Ineffective oversight of their operations

Avandate slippage
Avismanagement

Aneffective institutions
Ansolvencies

A Draw lessons from the experience of the Industrial
Development Corporation (IDC) to inform good
practice in African DFI operations




The IDQ@ a corporate profile

A Established in 1940, the IDC is a self i financing,
State-owned development finance institution

A The vision of the IDC is to be the primary
source of commercially sustainable industrial
development and innovation to the benefit of
South Africa and the rest of the African
continent

A Provides financing to entrepreneurs engaged
in competitive industries and enterprises
based on sound business principles

A Pays income tax at corporate rates and
dividends to the shareholder

A Aims to maximise developmental and financial
returns within an acceptable risk profile
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é. for DFI sfatfomana& kiveyad at the
same time make . As such, a
DFI can become financially self-sufficient without
compromising or losing sight of its mandate.

é that the true measure of
extent to which it is able to

in the furtherance of its
mandate. This is particularly relevant in the light of the
current global financial crisis where DFIs are forced to
compete for the limited funds available.
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DFI ownership and governance

A Being government-owned, or having government as the
majority shareholder is not bad per se, if the underlying
fundamentals are sound, e.g.:

AThe DFI 6s f éswsoudd amdjcomdadive to
delivering on the developmental mandate

Alt specificallyl i mi t s gover nmeisdvsshel ever
DFI, and

AAllows for the establishmentofan fi ndependenito
of Directors that is heavily biased in favor of the private
sector and is not dependent on government largesse or
patronage for its existence

AGovodot adopts an ar methddaytg-dapy alppr oach
operations of the DFI but provides the mandate and the
basis for legal over-sight of the DFI
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DFI ownership and governance (continued)

AThere exists an apolitical, but outspoken civil society
movement that is aware and protective of its rights
and responsibilities vis-a-vis the DFI

AThe DFlis held accountable by government and civil
society, and reports periodically and transparently on
the state of its affairs and achievement with regard to
its mandate

ACompany law is allowed to operate and, management
and directors are held legally accountable for their
decisions/ actions

ADirectors and management have fixed term contracts
with strict limits on the number of extensions and
subsequent membership to the Board of Directors

A
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DFI operational structure

A Designed by management and aligned to a formal
corporate strategy that has been adopted by the Board
of Directors to guide the

mandate.
A Key features to include:
AAn Operations Division
ASupport Services Division

AA formal Performance Management System
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Financial instruments

A A wide array of financial instruments to
cover the needs of the target market (a
one step shop):

I Equity

I Quasi-equity

I Debt

I Guarantees

I Trade finance (export-import)

I Public private partnerships (PPP)

A These may be provided singly or in
combination

Flexible deal structuring
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Financing criteria

A Greenfields, expansions & rehabilitations

A Profitability & sustainability within a
reasonable time frame i not negotiable

A Development impact (jobs, value addition,
exports) i not negotiable

A Reasonable financial contribution from owners

A Strong operating partners or entrepreneurial
potential T not negotiable

A Off-take and supply agreements
A Security

A Environmental standards i not negotiable




A A member of the Association of African
Development Finance Institutions (AADFI)

A Provides capacity building in the areas of:

HR systems
Bench-marking

Risk management

Project finance

Strategic planning
Performance management

Basic Assessment of projects

To o Do To To o Do Do

Secondments/ staff exchange programmes

A Ultimately provides lines of credit, and

A Co-invests in larger projects
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