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Summary

This document contains the accreditation assessment conducted by the Secretariat and the
Accreditation Panel in accordance with decision B.24 /13, and the recommendation by the
Accreditation Panel for accreditation of applicant 134 (APL134), Development Bank of
Nigeria Plc (DBN), based in Nigeria, for the first accreditation term.
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I. Introduction
1. The Development Bank of Nigeria Plc (DBN) is a national direct access entity based in

Nigeria. DBN was established by the Federal Government of Nigeria in collaboration with global
development partners to address the major financing challenges facing micro, small and
medium-sized enterprises (MSMEs) in Nigeria. The mission of DBN is to alleviate financing
constraints faced by MSMEs and small corporations in Nigeria through the provision of
financing and partial credit guarantees to eligible financial intermediaries on a market-
conforming and fully financially sustainable basis. DBN also aims to allow MSMEs to execute
climate-resilient and green projects in support of the global drive on green transition and
sustainability.

2. The applicant submitted its application for accreditation to GCF via the online
accreditation system on 10 August 2021. Accreditation fees were received from the applicant
on 17 May 2022, thereby launching the stage I institutional assessment. Stage [ was completed
on 29 December 2023 and the applicant progressed to the stage II (step 1) accreditation review,
which has been concluded with the publication of this assessment. The applicant has applied to
be accredited for the following parameters under the GCF fit-for-purpose approach:

(a) Access modality: direct access, national. The applicant received a national designated
authority (NDA) or focal point nomination for its accreditation application from Nigeria;
) Track: normal track;
(© Maximum size of an individual project or activity within a programme: medium;!
(d) Fiduciary functions:2
0] Basic fiduciary standards;
(ii) Specialized fiduciary standard for project management; and
(iii) Specialized fiduciary standards for on-lending and/or blending (for loans and
guarantees);
(e) Maximum environmental and social risk category: medium risk (category
B/intermediation 2 (I-2));3 and
() Indicative results areas for intended projects/programmes with GCF:
(@ Energy generation and access;
(ii) Transport;
(iii) Health, food and water security; and
(iv) Infrastructure and built environment; as well as

1 As per annex | to decision B.08/02 (annex I to document GCF/B.08/45), “medium” is defined as “maximum total
projected costs at the time of application, irrespective of the portion that is funded by the GCF, of above USD 50
million and up to and including USD 250 million for an individual project or an activity within a programme.”

2 Decision B.07/02.

3 As per the Revised Environmental and Social Policy adopted in decision B.BM-2021/18, category B is defined as
“Activities with potential limited adverse environmental and/or social risks and impacts that individually or
cumulatively, are few, generally site-specific, largely reversible, and readily addressed through mitigation
measures” and intermediation 2 is defined as “When an intermediary’s existing or proposed portfolio includes, or is
expected to include, substantial financial exposure to activities with potential limited adverse environmental or
social risks and impacts that are few, generally site-specific, largely reversible, and readily addressed through
mitigation measures; and includes no activities with potential significant adverse environmental and social risks
and impacts that, individually or cumulatively, are diverse, irreversible, or unprecedented.”
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V) Public, private and cross-cutting types of projects/programmes.

II. Stage Il institutional assessment and completeness check

3. The applicant applied and was assessed by the Secretariat during Stage I under the
normal track accreditation process in accordance with the GCF policies and standards to the
extent applicable to accreditation below:

(a) “Updated strategic plan for the Green Climate Fund: 2020-2023" (decision B.27/06);

(b) “Guiding Framework and Procedures for Accrediting National, Regional and
International Implementing Entities and Intermediaries, Including the Fund’s Fiduciary
Principles and Standards and Environmental and Social Safeguards” (decision B.07/02);

(© “Updates to the accreditation framework” (decision B.31/06);

(d) “Guidelines for the Operationalization of the Fit-for-purpose Accreditation Approach”
(decision B.08/02);

(e) “Policy on Prohibited Practices” (decision B.22/19);

() “Anti-Money Laundering and Countering the Financing of Terrorism Policy” (AML/CFT
Policy) (decision B.18/10);

() “Policy on the Protection of Whistleblowers and Witnesses” (decision B.BM-2018/21);

(h) "Revised Environmental and Social Policy (decision B.BM-2021/18);

M “Comprehensive Information Disclosure Policy of the Fund” (decision B.12/35)
regarding the disclosure of environmental and social (E&S) information; and

M “Updated Gender Policy and Gender Action Plan 2020-2023" (decision B.24/12).

2.1 Legal status, registration, permits and licences

4. The applicant provided documents on its establishment and licences to operate, where
relevant, as a part of the application. DBN was established by the Federal Government of
Nigeria as a public limited company limited by shares. DBN was incorporated on 19 September
2014 under the Companies and Allied Matters Act 2004 with registration number RC1215724
and is governed by its memorandum and articles of association (as amended). DBN received a
licence as a wholesale development finance institution from the Central Bank of Nigeria (CBN)
on 29 March 2017. The applicant has indicated that it has the legal capacity to enter into the
accreditation master agreement with GCF, noting that further discussions will take place during
stage Il if accredited.

2.2 Institutional presence and relevant networks

5. The applicant is headquartered in Abuja and has a liaison office in Lagos. The applicant
works closely with MSMEs across Nigeria as its primary clients and target investees. As of 30
April 2024, DBN had 60 staff.

6. The applicant is committed to contribute to Nigeria’s nationally determined
contributions and sustainable development. DBN intends to facilitate sustainable
socioeconomic development by providing finance to Nigeria's underserved MSMEs through
eligible financial intermediaries. In Nigeria, there are over 37 million MSMEs contributing to
over 50 per cent of Nigeria’s GDP. However, less than 5 per cent of these businesses have access
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to credit in the financial system. DBN will provide capacity-building for participating financial
institutions (PFIs) to enhance their ability and willingness to lend to MSMEs, and provide
partial credit guarantees to encourage financial institutions to take the risk of lending to
MSMESs. DBN aims to become Nigeria’s primary development finance institution, and to
promote growth and sustainability.

7. Nigeria does not have a GCF country programme yet but has confirmed that the
applicant is expected to play an important role in national programming with GCF. DBN has the
potential to develop pipelines that will green the financial systems by alleviating financing
constraints faced by MSMEs and small corporates in Nigeria through the provision of financing
and partial credit guarantees.

8. In order to advance the GCF objectives, the applicant intends to contribute to limiting or
reducing greenhouse gas emissions in Nigeria, and to help to adapt vulnerable societies to the
unavoidable impacts of climate change. DBN will collaborate with the national designated
authority to execute the projects outlined in Nigeria’s nationally determined contributions.
Subsequently, DBN, in partnership with its PFIs, will embark on supporting project developers
to produce standard projects that meet the requirements of GCF and the proposals of the
nationally determined contribution.

9. As the first DAE in the country, DBN would play an essential role in providing GCF with
a pipeline of DAE financing from Nigeria. The engagement of DBN with MSMEs could provide an
opportunity to green financial institutions in the country and explore innovative financial
products.

2.3 Trackrecord

10. The applicant has experience in channeling resources through loans and guarantees.
DBN is a wholesale development finance institution. As of 30 April 2024, DBN had disbursed
over 933billion naira*in loans.

11. The applicant’s track record in financing and managing sustainable development and
climate change related projects to date includes the following:

(a) USD 109.65 million (loans and guarantees) for the First City Monument Bank;
(b) USD 98.06 million (loans and guarantees) for the Fidelity Bank; and
(© USD 76.68 million (loans and guarantees) for the Ecobank.

III. Stage Il accreditation review assessment
12. The applicant applied under the normal track accreditation process. Its application has

been assessed by the AP during stage II (step 1) against requirements in accordance with the
GCF policies and standards below to the extent applicable to accreditation:

(a) GCF policies and standards identified in paragraph 3 above;

(b) “Evaluation Policy” (decision B.BM-2021/07); and

(© “Update of the Strategic Plan for the GCF 2024-2027" (decision B.36/13)

13. As part of this assessment, the AP consulted the applicant’s website and third-party

websites to complement the information provided in the application.

4 As at 30 April 2024: USD 1 = 1,325 naira.
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3.1 Fiduciary standards
3.1.1.  Basic fiduciary standards: key administrative and financial capacities

14. The DBN Board of Directors comprises 11 positions, including 6 independent non-
executive director roles. Supporting the Board are five Board-level committees: Board Audit
and Compliance Committee, Board Nomination and Governance Committee, Board Credit and
Risk Committee, Board Finance Committee and Board Ethics Committee. Additionally, there is
an executive-level Management Committee, which reports to the Board committees. These
Board committees operate under terms of reference covering appointment, remuneration and
termination. The Board follows the Nigerian Code of Corporate Governance 2018, alongside
complying with the Code of Corporate Governance for Development Finance Institutions issued
by CBN and the Code of Corporate Governance for Public Companies issued by the Securities
and Exchange Commission. Accordingly, the Board undergoes an annual evaluation whose
outcomes are presented at the Annual General Meeting and submitted to CBN, ensuring
compliance with regulatory requirements.

15. DBN maintains an organization chart delineating clear reporting lines for its teams and
delegation of tasks, which is communicated through the intranet. The DBN procedure for
strategy development and subsequent reporting has been formalized in the organization's
standard operating procedures (as of March 2024). The management and the Board
synchronize objectives and key performance indicators with the corporate strategy on an
annual basis. These metrics are monitored and evaluated quarterly through performance
presentations to the Board. Oversight of this process lies with the Strategy Unit, which includes
performance tracking for strategic initiatives within its own key performance indicators.
Quarterly performance reports are submitted to the Board for review. DBN has integrated
climate change considerations into its long-term planning process, encompassing the strategic
cycle from 2024 to 2028. To enhance accountability and attainment of key performance
indicators, these objectives have been disseminated to relevant department heads and are
integral to the performance management process within these departments.

16. DBN adheres to the International Financial Reporting Standards for its accounting
practices. Its financial reports undergo annual audits, CBN approval and are subsequently made
available to the public on the organization's website. Additionally, DBN prepares quarterly
financial statements, which are also published on its website. The financial operations of DBN
are governed by its finance and accounts standard operating procedures. Various applications
are utilized to manage different tasks, including the loan management system and a workflow
application. The DBN Expense Management Policy outlines the processes and payment
standards for expenditures and disbursements. Internal controls are integrated into the various
workflow processes to ensure compliance and efficiency. Qualified finance personnel lead DBN
finance operations, ensuring professionalism and expertise in financial management.

17. DBN maintains a Board Audit and Compliance Committee, which operates under the
governance of the Audit and Compliance Committee Charter. Comprising at least four members
appointed by the Board, of which three are independent non-executive directors, this
committee convenes at least four times annually.

18. The Internal Audit Unit operates within the confines of the internal audit framework,
which defines its purpose, authorized functions and accountability. The internal audit adheres
to standards established by bodies such as the Institute of Internal Auditors, the Institute of
Chartered Accountants of Nigeria, the Financial Reporting Council of Nigeria and the
Information Systems Audit and Control Association, as well as recommendations from relevant
local and international regulatory authorities. The unit reports directly to the Board Audit and
Compliance Committee and administratively to the Chief Executive Director, and has adopted
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standard operating procedures to provide clarity on interactions delineating responsibilities
with other departments. Employing a risk-based approach, the internal audit team tracks the
audit recommendations through a recommendations tracker and provides monthly updates to
management during Management Risk Committee meetings. The internal audit undergoes a
quality assurance process; the AP received the 2023 quality assurance report where a
“generally conforms” score was provided.

19. The applicant has engaged an independent external auditor who audits its financial
statements in line with International Standards on Auditing. The external auditors have
provided an unqualified audit opinion for both the bank and its subsidiary. The management
letters from the external auditor are shared with management and the recommendations are
acted upon.

20. The bank has established an internal control framework, developed in accordance with
best practices, notably the Committee of Sponsoring Organizations 2013 Internal Control-
Integrated Framework. The bank’s framework, implemented by the DBN Risk Management
Department, addresses control challenges by delineating critical activities, evaluating risk
exposure, determining suitable preventive and detective control measures and overseeing their
implementation for compliance. It also delineates roles and responsibilities across various
functions within its risk assessment process. Internal control activities are governed by several
policies and procedures, including the financial management manual, which outlines controls
that ensure the reliability of financial statements. The internal control framework undergoes
periodic assessments of its effectiveness, including monthly evaluations by the Management
Risk Committee, quarterly reviews by the Board Audit and Compliance Committee and annual
assessments by the Internal Audit Unit and the external audit consultant, as well as annual
evaluations through routine examinations conducted by CBN (the regulator). Evidence of these
reports has been submitted to the AP.

21. The applicant has furnished the AP with its procurement manual, which outlines
procurement requirements, accountability and the authority to undertake procurement actions.
It delineates roles and responsibilities, and procurement procedures based on monetary
thresholds. The processes depicted in the manual foster economy, efficiency, uniformity and
cost-effectiveness principles, and ensure fair and equal access for suppliers and consultants in
the awarding of contracts. The Procurement Committee provides oversight and guidance for
various procurement activities managed by the applicant, including those involving consultants,
contractors and service providers. The Board Finance Committee, acting as the tender board,
holds responsibility for approving procurement policies and plans, and appointing the Bid
Evaluation Committee. The manual mandates that contract awards be published for open
tenders and limited international bidding, with announcements made on the applicant's
website and the United Nations Development Business websites and in newspapers. To monitor
procurement performance in the implementation of approved projects and programmes,
progress is tracked against a project implementation plan, with reports regularly submitted to
DBN management and Board.

22. The AP finds that the applicant’s policies, procedures and capacity, supported by
evidence of its track record, fully meet the GCF basic fiduciary standards on key administrative
and financial capacities.

312  Basic fiduciary standards: transparency and accountability

23. The applicant has implemented a code of ethics that applies to its directors and
employees, and extends to external parties who maintain relationships with the bank. Annually,

5 Available at UNDB https://devbusiness.un.org/
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employees reaffirm their commitment to this code through a pledge, which is witnessed. The
applicant has established a Board Ethics Committee consisting of five independent non-
executive directors who convene quarterly. Minutes of these committee meetings were shared
with the AP.

24, The bank maintains a policy on conflict of interest, which has the necessary disclosure
requirements for financial interests. Employees are required to disclose such interests to the
Human Resources Department, with compliance monitored by the Board Ethics Committee.
Board members are to make disclosures at Board meetings. No disclosures have been made to
date.

25. The applicant has several policies and procedures in place aimed at fostering a culture
of accountability and transparency. These include whistle-blowing procedures, a fraud risk
management framework, a disciplinary guide and a sanctions grid (2019). The applicant has
published a statement on its website affirming zero tolerance to all forms of misconduct. The
bank’s whistle-blowing policy and procedures include provisions for anonymity and protection,
as well as outlining the roles and responsibilities of key parties involved in managing whistle-
blowing reports. Multiple channels are available for reporting concerns, including one
anonymous channel facilitated through a third-party provider, namely Deloitte Tip-offs
Anonymous.

26. The bank's Internal Audit Unit, under the leadership of the Head of Internal Audit, is
tasked with investigating alleged misconduct. The Internal Audit Unit could engage, as required,
an independent external investigator, as stipulated in the whistle-blowing policy and
procedures and fraud risk management framework. The whistle-blowing policy and
procedures, publicly disclosed on the applicant's website, outline guidelines for investigating
misconduct as well as the terms of reference for the investigators. Oversight of these is handled
through periodic reports to the Board Audit and Compliance Committee and the Board Ethics
Committee.

27. The bank has an existing policy on anti-money-laundering and countering the financing
of terrorism (AML/CFT) (2022), which outlines its anti-money-laundering governance
framework, risk assessment approach, reporting procedures, the responsibilities of the Money
Laundering Reporting Officer, available reporting channels and the consequences for non-
compliance. This policy also outlines prohibited relationships concerning AML/CFT. The bank
has extended its anti-money-laundering screening to its end borrowers. During the assessment
process, the bank provided the AP with evidence demonstrating its AML/CFT due diligence and
Know Your Customer checks, including resolutions addressing policy inconsistencies
concerning its PFIs.

28. The AP finds that the applicant’s policies, procedures and capacity, supported by
evidence of its track record, fully meet the basic fiduciary standards on transparency and
accountability, and to the extent applicable to accreditation, the GCF Policy on Prohibited
Practices, the GCF Policy on the Protection of Whistleblowers and Witnesses and the GCF
AML/CFT Policy.

313  Specialized fiduciary standard for project management

29. DBN has a mandate to provide wholesale lending through eligible financial
intermediaries to MSMEs to complement efforts of existing finance institutions towards the
development of MSMEs. As a wholesale development finance institution with a wholesale model
structure and mandate, DBN has not engaged in direct project funding. However, DBN operates
a Project Implementation Unit, which was established with the support of the World Bank
within DBN to oversee all fiduciary aspects of component 1 of the World Bank funded
Development Finance Project (DFP), which was a grant for technical assistance and capacity-
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building of USD 12 million. The DFP consisted of four components and received a total of USD
500 million from the World Bank (2014-2024), of which USD 488 million was for on-lending
and issuance of guarantees. Following the closure of the DFP, the Project Implementation Unit
has been retained within DBN to institutionalize project management expertise and is expected
to participate in future project management endeavours.

30. The DFP has a project operational manual (2019) that governed its activities, including
project implementation arrangements, financial management, disbursements, procurement
procedures, monitoring and evaluation, as well as the integration of environmental and social
safeguards within projects. The appraisal process entails the Business Development and
Relationship Management Team initiating engagement with financial institutions to access
funds from DBN. Prospective PFls complete a questionnaire and submit financial documents for
review. If the institution meets minimum eligibility criteria, a full onboarding due diligence is
conducted by the Credit Operations and Collections Unit of the Operations Department. The due
diligence report is then reviewed by the Chief Operating Officer and the Risk Management
Department, led by the Chief Risk Officer. The request for onboarding of the financial institution
is then presented for the approval of the Board through the Board Credit and Risk Committee.

31 Reporting on project implementation status is provided regularly or as needed through
the following reports: Project Monthly Status Update, which offers monthly updates on project
activities; Project Cost Report, which provides monthly updates on project fund utilization;
Project Status Report, which is typically requested for specific project areas, such as technical
assistance upon request; Interim Financial Report, which compares the project budget with
expenditure, detailing current and cumulative fund usage and any variances; and Updates of
Project Implementation Unit Activities to the Board, which provides updates on financial,
procurement and contract management activities to the Board.

32. The project completion and closure process is documented in the project operational
manual and entails the receipt of job completion forms certifying task fulfilment from the user
department and verification of job completion forms and preparation of memos to DBN
management, seeking approval for contract closure or renewal. Upon approval, the contract is
either closed or renewed, and a final report is prepared and distributed to relevant parties.

33. The DBN evaluation process involves both internal quarterly analysis and annual
external assessments conducted by independent consulting firms. The external evaluation
process is overseen entirely by the consulting firm, ensuring impartiality and independence.
The bank also publishes outcomes of monitoring and evaluation in the annual integrated
reports. For the DFP project funded by the World Bank, the detailed outcomes were published
on the World Bank website. DBN has the capacity to implement GCF monitoring and evaluation
policy in its projects.

34. Projects undergo a project risk assessment where risks are identified and assessed, and
mitigation actions developed. The bank also implements other measures such as financial
monitoring, procurement monitoring and conducting audits and evaluations in order to identify
projects at risk at early stages. Documentation of the project risk assessments was presented to
the AP.

35. For its track record, the bank presented evidence regarding its involvement in the DFP
project and the Livestock Productivity and Resilience Support Project (2022). Under the latter,
DBN received USD 70 million, with USD 5 million allocated specifically for technical assistance
aimed at enhancing access to finance. These projects were all back-funded by the World Bank.

36. The AP finds that the applicant’s policies, procedures and capacity, supported by
evidence of its track record, fully meet the specialized fiduciary standard for project
management.
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314  Specialized fiduciary standard for grant award and/or funding allocation
mechanisms

37. The applicant did not apply for accreditation for this standard at this time.
315  Specialized fiduciary standard for on-lending and/or blending (for loans)

38. The bank's credit mission is to facilitate access to medium- and long-term finance
through a wholesale lending model to eligible PFIs for on-lending to MSMESs, while ensuring the
bank's long-term sustainability. The primary target market is MSMEs across all sectors,
indirectly reached through eligible PFIs, aiming to alleviate the funding gap experienced by the
MSMEs.

39. The DBN recent track record in on-lending includes USD 70 million received from the
World Bank in 2022, specifically for the Livestock Productivity and Resilience Support Project
project, as well as USD 54 million received from Agence Francaise de Développement in 2023,
which is a credit line for the women entrepreneurship support programme in Nigeria.

40. The Bank’s credit products include wholesale term loans (up to 10 years) to eligible
PFIs for the provision of loans and leases to eligible MSMEs and working capital loans, which
are given with a maximum maturity of three years. Term loan facilities extended to PFIs by the
bank are only for on-lending to MSMEs and small corporates meeting the established criteria.
The bank implements minimum eligibility requirements, along with a pricing model approved
by the Board of Directors and prudential ratios in line with CBN guidelines and DBN strategic
objectives. Eligibility assessment of PFIs involves the adoption of the CAMELS Rating System
covering specific indicators under six broad criteria, namely capital adequacy, asset quality,
management, earnings, liquidity and sensitivity to market factors; an internal credit risk rating
model and an Independent Rating Report to assess the credit, loan administration and
collection strength of PFIs. The eligibility assessment is conducted annually to ensure the
continuous eligibility of PFls and address any additional requirements.

41. The credit process comprises six steps: PFI assessment by the operations risk
assessment and rating, and compliance teams; Know Your Customer documentation review by
compliance, legal and operations teams; credit application; credit approval; loan disbursement
by credit operations; and loan monitoring by the operations, risk assessment and ratings teams.
DBN establishes approval limits to guide total exposure to eligible PFIs.

42. DBN is licensed by CBN since 29 March 2017. DBN was given a national scale issuer
rating of AAA(NG)/A1+(NG) and a long-term international scale rating of B with a stable
outlook by Global Credit Rating, which is an affiliate of Moody’s. On February 2024, S&P Global
Ratings affirmed its B-/B long- and short-term foreign and local currency sovereign credit
ratings of Nigeria.

43. DBN conducts due diligence on its PFIs through consultants, examining factors such as
methodology, governance, fiduciary compliance with laws and regulations, E&S risk policies
and procedures, risk management processes, policies and procedures, pending litigations and
commitment to the development of the MSMEs subsector. Reports prepared for various MSMEs
are shared with the AP. DBN continuously assesses the credit exposures of its PFIs.

44, To manage the concentration of aggregate exposure to a single PFI, the bank ensures
compliance with the single obligor limit. This ensures that the aggregate exposure of MSMEs
and small corporate loans to a single PFI is in line with the CBN prudential guidelines for
development finance institutions. The bank shall not extend credit facility to any PFI which
exceeds 50 per cent of its shareholder’s fund unimpaired by losses. In order to further diversify
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the credit portfolio to PFIs, obligor concentration metrics are also defined in the annual
portfolio plan and are monitored for compliance.

45. In addition, the bank prepares an annual credit portfolio plan. The credit portfolio plan
is derived from the annual budget for the credit portfolio and aligned with the risk appetite
framework. The portfolio plan is reviewed at least on an annual basis to ensure that it is
reflective of current market conditions and the macroeconomic environment. The bank further
manages its collateral concentration within risk acceptance criteria. In line with the stress
testing framework, the credit portfolio is subjected to regular stress tests to identify potential
sources of vulnerability and concentration of exposure to enable the Bank to take proactive
measures. The credit risk profile of DBN has consistently been low.

46. DBN maintains a platform on its website for disseminating information pertinent to
beneficiaries and project outcomes. However, the level of detail provided does not meet the
requirements stipulated by GCF; for instance, information such as brief summary of the
project/programme, name of the beneficiary/ies, purpose and amount of funding, funded
amount with details such as rate or period and actual versus planned results/outcomes,
including evidence on adherence to budgets/timelines (for completed projects/programmes),
was not disclosed. Comprehensive disclosures were, however, made on third-party donor
websites such as the World Bank. DBN has confirmed its intention to publicly disclose the
details regarding projects supported by GCF.

47. DBN PFIs are required to provide unqualified audit reports and conduct and maintain
adequate controls as established during the onboarding and due diligence process. The
applicant has a functional treasury and investment department, which focuses on liquidity
management and ensuring optimal utilization of excess funds. The operations department
focuses on lending activities and collaborates closely with the treasury and investment
department for loan disbursements and collateral management. These functions generate
financial risk management reports encompassing various risks such as liquidity, credit
management and collateral management, which are then presented to the Assets and Liability
Committee and Board Credit and Risk Committee. Reports presented from these meetings were
shared with the AP. DBN maintains a good liquidity profile, with 22 per cent of total assets in
Government of Nigeria Treasury Bills and interbank deposits as at 31 December 2023, and has
nil non-performing loans and a capital adequacy ratio of 60 per cent, which is above the
regulatory requirement of 10 per cent.

48. DBN operations are funded by both equity and debt. Equity funding comes from the
Ministry of Finance Incorporated (60 per cent), the Nigerian Sovereign Investment Authority,
the African Development Bank (AfDB) and the European Investment Bank. The bank is also
largely funded by long-term wholesale funds obtained from international development financial
institutions through the Government of Nigeria and directly through bilateral agreements. The
debt funding comes from the World Bank (48 per cent), AfDB, Kreditanstalt fiir Wiederaufbau,
the African Development Fund and Agence Francaise de Développement, as well as through
floating national bonds.

49. The AP finds that the applicant’s policies, procedures and capacity, supported by
evidence of its track record, partially meet the specialized fiduciary standard for on-lending
and/or blending for loans. The relevant gap is identified in paragraph 46 and is reflected by the
corresponding condition of accreditation in section 4.2.

3.2 Environmental and social safeguards

321  Environmental and social policy, management and monitoring
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50. The DBN environmental and social management system (ESMS) comprises the

Environmental and Social Risk Management Policy and Procedures. The ESMS, approved by the
DBN Board in February 2021, was an update to the 2018 version to conform with the GCF
revised Environmental and Social Policy. The ESMS defines DBN policies, processes and
procedures for managing E&S risk, including categorization and monitoring and evaluation. The
ESMS is aligned with the CBN Sustainable Banking Principles as well as International Finance
Corporation Performance Standards, the AfDB Integrated Safeguards System and International
Labour Organization International Labour Standards on Occupational Safety and Health. The
ESMS is displayed on the DBN intranet portal for all staff and published on its website for the
general public.

51. The ESMS incorporates the organizational structure and responsibilities for the
implementation of the ESMS, including the roles for the Senior Management, Environmental
and Social Risk Coordinator, Credit Officers, Legal Officers, etc., all of whom are fully involved in
the credit process. The Environmental and Social Risk Coordinator is responsible for managing
day to day compliance with the ESMS. He reports to the Chief Risk Officer, who reports in turn
to the Chief Executive Officer. DBN shared the résumé of the Environmental and Social
Coordinator, including his job description.

52. DBN requires its PFIs to have a functional ESMS approved by the Boards of the PFIs. The
ESMS is expected to include the following elements: (i) E&S policy; (ii) clearly defined E&S risk
identification, assessment and management procedures; (iii) organizational capacity and
competency; (iv) monitoring and review of E&S risks of individual transactions and the
portfolio; and (v) external communications mechanism, including a grievance redress
mechanism (GRM). For each loan disbursement, the PFIs submit end borrowers’ details that
include the size of the business, size of the subloan, nature of business, sector, E&S risk
categorization, loan tenor, etc. DBN reviews the assessment reports and risk mitigation for
adequacy before adoption for loan consideration. DBN has committed to E&S capacity-building
and technical assistance for the PFIs.

53, Periodic monitoring visits are made to the PFIs to check compliance with approved
processes, procedures and policies in relation to E&S risk management. Focus areas include
GRM, stakeholders’ engagement and disclosure, incident reporting, gender parity issues,
compliance with local regulations, etc. DBN internal reporting of the E&S portfolio is made to
the Management Credit Committee monthly. DBN carries out quarterly reporting to its
funding/development partners like AfDB and World Bank. E&S risk management is a key aspect
of this report.

54. DBN does not fund upstream or midstream oil and gas activities. MSMEs in the
portfolios of DBN PFIs include downstream retailers of petroleum products. DBN has been
financing MSME:s in the oil and gas sector since 2017, amounting to 23 billion naira (USD 15
million), which cumulatively represents 4 per cent of DBN total lending. The DBN Green
Finance and Climate Risk Management Framework provides details on the DBN approach to
green and climate finance risk identification and mitigation, roles and responsibilities for
managing the associated risks, as well as reporting. DBN, in collaboration with the Nigerian
Rural Electrification Agency, has been financing a programme through a PFI on several mini-
grids and solar home systems.

55. DBN has developed products and initiatives aimed at supporting vulnerable and
financially excluded people in alignment with the GCF Indigenous Peoples Policy. DBN has the
capacity and commits to upholding the principles and requirements of the International
Finance Corporation Performance Standards 7 on Indigenous Peoples, including free, prior and
informed consent. The AP finds that DBN has the systems and capacity to meet Performance
Standards 7 on Indigenous Peoples.
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56. DBN is fully committed to addressing sexual exploitation, abuse and harassment, as

reflected in its ESMS and Gender Policy as well as in various internal documents such as the
Staff Handbook, Code of Ethics and Professional Conduct and Workforce Gender Policy. The AP
finds that DBN has the systems and capacity to meet the sexual exploitation, abuse and
harassment principles in the GCF Environmental and Social Policy.

57. The DBN Monitoring and Evaluation Policy and Framework meet the principles and
requirements of the GCF Evaluation Policy. The AP finds that DBN has the systems and capacity
to implement its evaluation policies and procedures in line with the GCF Evaluation Policy.

58, DBN provided a report on the ESMS audit conducted by external experts on the
effectiveness of the institutional E&S management programme, whose findings were used to
update the ESMS. DBN shared its annual due diligence reviews of PFIs, including the examples
of E&S assessments and monitoring of E&S performance and related DBN oversight. A sample of
an executed Master Lending Agreement with PFIs, including the E&S terms and conditions, was
also provided.

59. The AP finds that the applicant’s ESMS, comprising the Environmental and Social Risk
Management Policy and Procedures, supported by evidence of its track record, fully meets the
GCF Environmental and Social Policy to the extent applicable to accreditation and GCF’s
environmental and social safeguards standards for maximum E&S risk category B/I-2
projects/programmes with respect to Performance Standards 1-8.

3.2.2 External communications, consultations, information disclosure and grievance
redress mechanism at the institutional level

60. The DBN Environmental and Social Risk Management Policy includes external
communication channels, ¢ including email address, telephone number and website address to
receive external inquiries, including complaints related to E&S matters. DBN provided a written
procedure on its GRM for GCF-funded activities. It has been approved by DBN management and
is awaiting formal approval at the DBN Board meeting in July 2024, upon which the GRM will be
published in the DBN website.

61. The GRM operates at two levels - institutional level and PFI/executing entity level. The
institutional-level GRM supplements the other customer complaints procedures of DBN and is
part of the ESMS. The GRM is intended to be a guide to the stakeholder consultation and
grievance redress processes across the life of DBN-funded projects and during the
implementation of the environmental and social management plan.

62. Once the DBN officer in charge of complaints (Relationship Manager) determines that
the complaint is eligible, the complaint is presented to the Chief Operating Officer. Where the
complaint covers E&S matters, the Chief Operating Officer forwards this to the Chief Risk Officer
for the necessary action. The Environmental and Social Risk Management Unit within the Risk
Management Department provides feedback to the complainant. The Operations Department
takes corrective actions to resolve the issue in collaboration with other DBN units. A register of
grievances reported is held by the Head of Corporate Services. DBN has agreed to publish the
register of E&S complaints for GCF-financed activities. The GRM would include provision for
receiving anonymous complaints and escalating complaints which cannot be resolved; in this
case the Chief Risk Officer forwards the case to the Chief Operating Officer, who identifies an
adequate resolution or provides an alternative resolution to the grievance.

6 Available at https: //www.devbankng.com/policies
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63. The GRM requires that PFIs or executing entities establish a GRM at the activity

(project) level to receive and facilitate the resolution of concerns and grievances on the E&S
performance of GCF-financed activities.

64. DBN provided its Information Disclosure Policy, which has been approved by its
Management and is expected to be formally approved at the Board meeting in July 2024. The
DBN Information Disclosure Policy is in line with the requirements for E&S information
disclosure of the GCF Information Disclosure Policy, specifically for projects/programmes in
E&S risk category B/I-2. DBN provided evidence on its track record on PFIs, having disclosed
E&S information and incorporation of GRM in the subprojects.

65. The AP finds that the applicant’s system of external communications, consultations,
information disclosure and GRM, supported by evidence of its track record, partially meet the
GRM requirement in the GCF Environmental and Social Policy, and GCF Information Disclosure
Policy regarding E&S information disclosure requirements for maximum E&S risk category B/I-
2 projects/programmes with respect to Performance Standards 1-8. The relevant gaps are
identified in paragraphs 60 and 64 above and are reflected by the corresponding conditions of
accreditation in section 4.2 below.

3.3 Gender

66. DBN has a gender policy for its workforce to ensure gender equality and an inclusive
environment for all employees in line with the principles of the Nigerian Sustainable Banking
Principles as defined by CBN and in accordance with the Women’s Empowerment Principles of
the United Nations Global Compact. It reflects the aspiration for a minimum 40 per cent of the
DBN workforce to be women. Currently, 36 per cent of the workforce are women.

67. DBN has also developed a draft Gender Policy, including an action plan that applies to
projects/programmes it finances in line with the GCF Gender Policy. The Gender Policy was
approved by the DBN management in May 2024 and is awaiting formal approval at the Board
meeting in July 2024.

68. The draft Gender Policy incorporates both internal and external gender considerations
covering gender equity in its business operations, including on-lending, people management
practices, corporate social responsibility, communication and procurement. The draft Gender
Policy is guided by the principles outlined in international frameworks and commitments such
as Sustainable Development Goal 5 (Gender equality), the Convention on the Elimination of All
Forms of Discrimination Against Women and the 1995 Beijing Declaration and Platform for
Action.

69. In terms of gender-responsive guidance and procedure, DBN has developed a gender
finance framework, which informs its gender-related operations. The DBN corporate strategy
further articulates its strategic aspirations to achieve the target of 40 per cent of its total
lending portfolio being to women and stipulates strategic initiatives that will drive gender
inclusion in DBN lending operations.

70. The DBN monitoring and evaluation framework incorporates gender inclusion and
mainstreaming as one of its focus activities. The 2023 DBN Impact Reports showcase the
outcomes of the monitoring and evaluation conducted on DBN PFIs and MSMEs on the impact
indicators related to gender disaggregation. The DBN internal Corporate Gender Tracker tracks
in real time the gender performance of its lending activities.

71. DBN is in partnership with the World Bank’s Women Entrepreneurs Finance Initiative
to develop a sex-disaggregated programme as part of the strategic partnership between the two
organizations. DBN is also partnering with the Agence Francaise de Développement on a EUR
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50 million Gender Credit Line, which includes all the key elements such as the E&S and gender
equality undertakings and eligibility criteria, including the 2X challenge?’. DBN provided
examples of gender assessments conducted in these recent initiatives.

72. The Sustainability Specialist under the Office of the Chief Economist’s department
within the DBN organization chart drives the gender agender within DBN. DBN shared the
résumé of the sustainability specialist, which shows their experience and competency in driving
gender actions within DBN. Furthermore, gender considerations in procurement are driven by
the Administration Department.

73. Frankfurt School of Finance & Management was the consultant to DBN on an 18-month
technical assistance supported by the World Bank to help build the capacity of DBN to provide
technical assistance to the PFls on gender and climate change.

74, The AP finds that the applicant’s gender policy, procedures, capacities and
competencies, supported by evidence of its track record, partially meet the GCF Gender Policy
to the extent applicable to accreditation. The relevant gap is identified in paragraph 67 above
and is reflected by the corresponding condition of accreditation in section 4.2 below.

IV. Conclusions and recommendation

4.1 Conclusions

75. Following the adoption of the Strategic Plan for the Green Climate Fund 2024-2027
(decision B.36/13 (a)), the Secretariat has been reviewing all applicants based on their
potential to contribute to the targeted results of the Strategic Plan. Following the assessment of
DBN, the applicant is found to have the potential to support GCF in implementing its Strategic
Plan for 2024-2027 with respect to:

(a) The indicative projects/programmes that the applicant intends to submit to GCF within
the scope of accreditation recommended by the AP in paragraph 77 below;

(b) Increasing the portfolio of DAEs to GCF, particularly as the applicant is the first DAE in
the country to be recommended for accreditation;

(© Potential contribution to the adaptation and mitigation balance in the GCF portfolio
since the applicant covers result areas across both adaptation and mitigation activities;

(d) Mobilizing climate finance at scale since the applicant is being recommended for
accreditation in the medium-sized category; and

(e) Enhancing private sector participation and diversifying the use of financial instruments
through the use of instruments such as loans.

76. Following its assessment, the AP concludes the following in relation to the application
with respect to the applicant’s ability to meet the GCF accreditation standards identified in
paragraph 12 above:

(a) The applicant meets the requirements of the GCF basic fiduciary standards, and to the
extent applicable to accreditation, the GCF Policy on the Protection of Whistleblowers
and Witnesses, the GCF Policy on Prohibited Practices, the GCF AML/CFT Policy and the
specialized fiduciary standard for project management;

7 See: https://www.2xchallenge.org/
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(b) The applicant partially meets the specialized fiduciary standard for on-lending and/or

blending for loans. The gap is related to lack of provisions in place for the general public
to access information about beneficiaries and results of projects and programmes
funded by the GCF. The relevant gap is identified in paragraph 46 above and is
addressed by the corresponding conditions of accreditation in section 4.2 below;

(© The applicant partially meets the GCF Revised Environmental and Social Policy to the
extent applicable to accreditation, GCF’s environmental and social safeguards standards
and the GCF Information Disclosure Policy on disclosure of E&S information in relation
to the medium E&S risk (category B/I-2), and GRM for maximum E&S risk category B/I-
2 projects/programmes with respect to Performance Standards 1-8. The key gaps
comprise lack of evidence on the approval and adoption by the DBN Board of the
applicant’s Information Disclosure Policy and GRM. The relevant gaps are identified in
paragraphs 60 and 64 above, and are addressed by the corresponding conditions of
accreditation in section 4.2 below;

(d) The applicant has a draft institutional-level Gender Policy, procedures and
competencies, which are found to be consistent with the Updated GCF Gender Policy to
the extent applicable to accreditation and has demonstrated that it has experience in
gender consideration in the context of climate change. However, the applicant’s draft
Gender Policy is yet to be approved by its Board. The gap is identified in paragraph 67
above and is addressed by the corresponding condition of accreditation in section 4.2
below; and

(e) The applicant has demonstrated that it has institutional-level systems, capacities and
competencies regarding evaluation as required by the aforementioned GCF basic and
specialized fiduciary standards and environmental and social safeguards standards that
would enable it to implement the GCF Evaluation Policy for its GCF-funded activities.

4.2 Recommendation on accreditation
77. The AP recommends, for consideration by the Board, APL134 for accreditation as
follows:
(a) Accreditation type:
M Maximum size of an individual project or programme: medium;8
(i) Fiduciary functions:
(1) Basic fiduciary standards;
(2) Specialized fiduciary standard for project management; and

(3) Specialized fiduciary standard for on-lending and/or blending (for
loans);

(iii) Maximum environmental and social risk category: medium risk (category
B/1-2)’;°

8 As per annex III to decision B.31/06, “medium” is defined as “maximum total projected costs at the time of
application, irrespective of the portion that is funded by GCF, of above USD 50 million and up to and including USD
250 million for an individual project or programme.”

9 As per the Revised Environmental and Social Policy adopted in decision B.BM-2021/18, category B is defined as
“Activities with potential limited adverse environmental and/or social risks and impacts that individually or
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(b) Conditions: the applicant will be required to submit to the AP, through the Secretariat,
information on how it has complied with the conditions. The AP will thereafter assess
whether the conditions have been met. This assessment will be communicated by the
Secretariat, on behalf of the AP, to the Board for information purposes:

M Conditions to be met by the applicant prior to the effectiveness of the
accreditation master agreement during stage III of the accreditation process:

(1) Delivery to GCF by the applicant of evidence, in a form and substance
satisfactory to the AP, of the approval and adoption of an information
disclosure policy consistent with the requirement of the GCF Information
Disclosure Policy as applicable for E&S risk category B/I-2;

(2) Delivery to GCF by the applicant of evidence, in a form and substance
satisfactory to the AP, of its adoption and approval of an institutional-
level Grievance Redress Mechanism (GRM) and publication of the GRM
on the applicant’s website;

(3) Delivery to GCF by the applicant of evidence, in a form and substance
satisfactory to the AP, of its adoption and approval of a gender policy
consistent with the requirements of the GCF’s Updated Gender Policy;
and

(ii) Condition to be met by the applicant with the submission of the first annual self-
assessment during the accreditation term:

(1) Delivery to GCF by the applicant of evidence, in a form and substance
satisfactory to the AP, of the approval and adoption of a revised
information disclosure (or equivalent) policy that contains provisions
for the public to access information about beneficiaries and results of
projects and programmes funded by the GCF.

78. The applicant has been informed of the recommendation for accreditation, including the
accreditation type and conditions, as identified in paragraph 77 above, and agrees to the
recommendation.

cumulatively, are few, generally site-specific, largely reversible, and readily addressed through mitigation
measures,” and intermediation 2 is defined as “When an intermediary’s existing or proposed portfolio includes, or
is expected to include, substantial financial exposure to activities with potential limited adverse environmental or
social risks and impacts that are few, generally site-specific, largely reversible, and readily addressed through
mitigation measures; and includes no activities with potential significant adverse environmental and social risks
and impacts that, individually or cumulatively, are diverse, irreversible, or unprecedented.”
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