
Vance Center Virtual Workshop: 
Sovereign Debt Restructuring and Finance 
– Current Themes for Africa
Disclaimer: Orrick and Olaniwun Ajayi represent sovereign debtors and creditors in a range of matters. The following materials do not 
constitute legal advice.



Agenda

○ Introduction

– Adaobi Egboka, Vance Center

– Lorraine McGowen, Orrick

○ Overview – Thomas Laryea, Orrick

○ Nigeria Focus – Joba Akinola, Olaniwun Ajayi

○ Q&A

○ Take-Aways

○ Closing – Adaobi Egboka
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Why Orrick?

Excellence in Sovereign Debt Restructuring

Our team includes the only senior International Monetary Fund (IMF) lawyer in private practice, as well as senior-level and dual-qualified lawyers 

advising bondholders and creditors in connection with the Argentina, Puerto Rico, Mozambique, Belize, Suriname and Gambia debt restructurings.

Leading Bankruptcy and Public Finance Capabilities 

We are a leading firm both in volume and complexity of issues in Public Finance, and routinely rank as top disclosure counsel and underwriters’ 

counsel in the U.S. for the past two decades. Additionally, we are consistently among the Top 10 in The Deal’s Power Bankruptcy ratings.

Broad Experience Across the Securities Spectrum  

We offer diverse experience in sovereign, territorial, federal and state securities laws relating to sales, restructurings and relevant associated 

disclosures about virtually all types of securities, in both the primary and secondary markets. 

Deep Relationships in Africa and other Emerging Markets  

Our large network of contacts in business and long-standing collaborative relationships with government officials and top local law firms in emerging 

markets, allows us to provide exceptional on the ground insights for our clients. Our offices in China support Orrick’s particular strength in China 

financing to Africa.

Central Role in Consideration of G-20 Debt Service Suspension Initiative (“DSSI”) and Common Framework

We have been engaging extensively with the Institute of International Finance (IIF), including through its Principles Consultative Group and its 

Committee on Sovereign Risk Management, the IMF, World Bank, Paris Club, and the Africa Private Creditor Working Group on the design and 

implementation of initiatives on financing and debt restructuring relevant to low-income countries, including in Africa.  3



Overview

• COVID-19 pandemic has exacted significant human and economic costs on low-income countries.

• The economic consequences of COVID-19 have exacerbated sovereign liquidity challenges in many countries and debt 
sustainability challenges in some country cases.

– But predictions of a global wave of sovereign debt defaults have been scaled back.

– Access to COVID-19 vaccines is a key factor for economic recovery; requires financing.

• The international community has recognized that low-income countries should not be placed in the untenable choice between 
maintaining social and health spending to combat COVID-19 or staying current on debt payments.

• Debt Service Suspension Initiative (DSSI) directed to short term liquidity alleviation but does not address underlying debt 
sustainability challenges where they exist.

– Key alleviation tool during the current crisis containment phase is highly concessional financing from multilateral finance institutions.

• While DSSI can be applied to both official and private creditors, different legal, economic and strategic considerations, 
including advantages of retaining international market access are relevant.

• G-20 has agreed a “Common Framework for Debt Treatments beyond the DSSI” to address both liquidity and solvency cases.

• Calls for across-the-board debt relief risk perpetuating dependency of African countries on official sector financing and 
undermines their long-term development goals, which can only be ultimately met with access to private financing. 

– Sudan, Eritrea, Zimbabwe pose special cases for debt relief—have not benefited from the HIPC initiative. 

• Now is critical time to encourage innovation in financing models and in the process of debt restructuring, including debt 
transparency.

4



Africa Aggregate Fiscal Balance and Public Debt, 2020-
2022

5

Optimistic Less pessimistic Pessimistic

0

-1

-2

-3

-4

-5

-6

-7

-8

-9

P
e

rc
e

n
t 

o
f 

G
D

P
 (

%
)

a) Fiscal balance

2020 2021 2022

Optimistic Less pessimistic Pessimistic

90

80

70

60

50

40

30

20

10

0

P
e
rc

e
n

t 
o

f 
G

D
P

 (
%

)

b) Public debt

2020 2021 2022

Source: Macroeconomic impact of COVID-19 on Africa: Evidence from an Africa-wide aggregate macroeconometric model, United Nations Economic Commission for Africa



Africa—Total Debt Service of DSSI-Eligible Countries by 
Creditor Type (in US$ bn)
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Countries Under Debt Service Suspension Initiative
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Eligible for the G-20 Debt 
Suspension Initiative

Have obtained debt service 
suspension participation in 2020 
and 2021*

DSSI Eligible Countries with 
Outstanding Eurobonds

Out of the DSSI eligible countries with 
Eurobonds, only Zambia has requested 
debt suspension from bondholders 
(Grenada withdrew its request).

*47 countries have obtained debt service suspension from official bilateral creditors.
*As of June 2021 according to World Bank COVID 19 Debt Service Suspension Initiative Brief 

https://www.worldbank.org/en/topic/debt/brief/covid-19-debt-service-suspension-initiative


DSSI

Eligibility

• All countries eligible for IDA (World Bank concessional financing window) and that are current in debt service to World Bank 
and IMF (excludes, Eritrea, Sudan and Zimbabwe).

• All “least developed countries” as defined by the United Nations (includes Angola).

• Above such countries that have made a formal request under the DSSI and agreed to commit to the DSSI requirements 
reflected in the DSSI Term Sheet.

Terms of debt service suspension (with official bilateral creditors)

• Debt service suspension period from May 1, 2020 and potentially until end-2021.

• Principal repayments and interest payments falling due will be deferred over 5 years, following 1-year grace period.

• Unpaid interest will be capitalized and accrue interest at an appropriate rate, respecting NPV neutrality.

Debt transparency and use of funds

• Comply with IMF/WB debt limits.

• Participating countries commit to “disclose all public sector financial commitments (debt), respecting commercially sensitive
information.” 

• And commitment to devote the resources freed by DSSI to increase spending in order to mitigate the health, economic and 
social impact of the COVID19-crisis.

Private Creditors

• Call on external private creditors to participate voluntarily in DSSI on “comparable terms” with official bilateral creditors.
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Scope of Debt Under DSSI

Cut-off date—March 24, 2020

Potentially included debt

• Loans of central governments (foreign currency and/or foreign governing law).

• International debt securities (foreign currency and/or foreign governing laws).

• Guarantees by central government (where governed by foreign law or in respect of a foreign currency obligation).

• Other transactions by the sovereign having the economic effect of a borrowing (foreign governing law).

Excluded debt

• Local currency debt.

• Export Credit Agency covered financings.

• Financial transactions with Central Banks.

• Financial market transactions (including derivatives/FX/securities lending arrangements/repos).

• Debt which is trade finance linked.

• Debt with an original maturity of less than one year.

• Debt incurred by State Owned Enterprises (without a sovereign guarantee).

• Contingent debt (other than guarantees referred to under scope of debt).
9



Thought Leadership on DSSI

• Orrick lawyers have been involved in the development of the DSSI, including through the Institute of 

International Finance’s Committee on Sovereign Risk Management, the African Private Creditor Working 

Group, the Paris Club, International Monetary Fund, World Bank, and UN Economic Commission for 

Africa.

• Our article “COVID-19 and Debt Suspension for the World’s Poorest Countries” emphasizes the 

distinctive role of the (inter)governmental financiers in the crisis containment phase (before the crisis/debt 

resolution phase).

• During the crisis containment phase, the (inter)governmental sector is mandated to address the financing 

challenges of low-income countries, particularly through the provision of highly concessional financing to 

relevant countries in need. 

• The private sector cannot play a comparable role in this regard. However, on a case-by-case basis, 

private creditors may consider forbearing the enforcement of their contractual claims to ease the liquidity 

burdens, in parallel to other  action from the governmental sector.

• However, the overriding consideration for the sub-set of low-income countries that have achieved 

international capital market access is to preserve such access in the face of the COVID-19 pandemic. 
10



Thought Leadership on DSSI

• Our advocacy and outreach on the DSSI have helped to forge better 

understanding among African governments and international bondholders.

• While the borrowing governments appreciate the response from the 

governmental sector creditors and donors to provide concessional 

financing during the COVID-19 crisis containment phase, these countries 

also recognize that continuing dependency on so-called “aid” will not 

ultimately lift their economies out of poverty and achieve their development 

goals. Instead, these countries have expressed that attainment of these 

development goals requires ready access to private capital.

• Orrick’s lawyers have also been engaged in devising innovative “blended 

finance” solutions that would leverage governmental sector support to 

crowd-in private sector financing. These solutions would be particularly 

valuable in the upcoming crisis resolution phase after the height of the 

COVID-19 crisis has abated.
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Thought Leadership on Common Framework

• Common Framework brings creditors, such as China, India, Saudi Arabia, into Paris Club approach.

• Relief under Common Framework conditional on approval of IMF financing program.

– Cf DSSI which only requires “request’ for IMF financing.

• Common Framework applies to both cases of (i) IMF/WB assessment of unsustainable debt situations and (ii) liquidity needed to
close financing gaps in IMF programs.

– Cf DSSI which provides for liquidity relief but can be requested in an unsustainable debt situation (e.g. Zambia).

• Common Framework adopts Paris Club approach of “comparable treatment’” 

– Implementation of the concept of comparable treatment means the bilateral restructuring agreements between the sovereign 
debtor and the respective participating official bilateral creditors will include a legal obligation on the debtor country to obtain 
"at least comparable treatment" from other official bilateral AND private creditors (but not multilateral finance institutions).

– Failure of the debtor to obtain comparable treatment within the prescribed timeframe would put the debtor in legal breach of 
its bilateral rescheduling agreements with Paris Club/Common Framework creditors. This legal conclusion gives Paris 
Club/Common Framework creditors significant leverage over the debtor and these creditors determine what they consider to 
be comparable treatment.  (In DSSI, there is no legal obligation on the debtor to obtain “comparable terms” from private 
creditors and it is understood that the relevant private creditor would determine what counts as comparable terms, on a case-
by-case basis.)

• Common Framework introduces requirement of debt transparency to “all creditors participating in the debt restructuring.”

– But "all" does not mean all; Paris Club clarified that they would only expect debt transparency to relevant official bilateral 
creditors.

– Important that sovereign debtor should take on the responsibility for transparency to private creditors.
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Themes Raised by AfricaPCWG Discussion Note to IMF

• In this low interest rate environment, critical time for African governments (and corporates) to refinance
international debt.

• Crowding-in private capital—need to leverage underutilized tools for official sector to catalyze private financing 
through cash or credit enhancements etc.

• Role of the IMF—should focus on:

– Promoting effective economic adjustment and supporting international credit system.

– Providing concessional financing to low-income countries in the context of appropriate economic adjustment.

• Market-based restructuring tools, such as collective action clauses in international bonds, have been relatively 
effective in facilitating consensual debt restructuring; need for more focus on creditor engagement clauses.

• Debt transparency is critical to promote efficient allocation of capital and to facilitate burden-sharing in 
restructurings; opaque financing from official bilateral creditors is significant problem.

– Should “hidden debt” be subordinated in a sovereign debt restructuring?

• Coordination between official bilateral and private creditors; concern that some official bilateral creditors are taking 
advantage of the COVID-19 situation to gain political influence over low-income countries.

• Need to preserve hard-earned market access for low-income countries to meet their development goals.

13



Other Liquidity and Debt Restructuring Tools

• Special Drawing Rights (SDRs) Allocations and Transfers

– Allocation requires determination by IMF of need for a “supplement to existing reserve assets”; Decision by 85% of voting 
power of IMF; US has veto 

– Allocation in proportion to country quotas in IMF

– SDR allocation equivalent to $650 billion has been agreed

– Mechanisms for rich countries to transfer SDRs to low-income countries under consideration

○ CF approach of IMF financing through economic adjustment programs, with sovereign debt restructurings where needed.

• Environmental, Social and Governance (ESG) components in new financing and/or debt restructuring

– Cf UN Sustainable Development Goals (SDGs) considerations

– Theme of “building forward better”

• Contingent instruments covering downside risks and upside

– Natural disaster clauses

○ Cf insurance

– Value recovery instruments

• State-owned enterprises and sub-sovereigns

– Use of special bankruptcy law

– CF Chapter 9 of US Bankruptcy Code; and special legal regime created in Puerto Rico
14



Other Potential Innovations: Blended Financing to 
Crowd-in Private Capital

• More efficient use of multilateral institution guarantees

– Inefficient to treat IDA (World Bank) guarantees on a one-to-one basis to concessional financing

– Possibility of IMF issuing guarantees of certain debt of low-income countries

○ Could be back-stopped from proceeds of IMF gold sales; requires decision of 85% of IMF voting 

power; US has a veto

• Creating horizontal tranches of sovereign debt

– Donors could take first loss equity-like tranche

– Private creditors could invest in middle tranches

– Multilateral creditors (with preferred creditor status) could take senior tranches

○ For IMF to participate, would need to use its Investment Account

– Debt transparency critical to inform credibility of this type of financing 
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The Intersection of Sovereign Debt and Project Finance 

• Access to international capital markets for a sovereign affects financing to infrastructure projects

– sets “hurdle rates” for project financing.

• Most development infrastructure projects in Africa are financed from government budgets; need to leverage project 

finance models to bridge infrastructure gap.

• Some forms of official sector financing are in the form of project specific loans, e.g. from multilateral development 

banks and China.

– NB G-7 discussion to compete with China in this area.

• Different model from non-recourse project financing, but for many countries in Africa, this distinction is blurred as often 

government or multilateral development bank guarantees are critical components of project financing.

• Export Credit Agency backed loans count as official sector claims in a debt restructuring (at least once a guarantee 

has been called).

• Questions of how to restructure these project specific loans.

– Should such loans be treated differently where the projects have broader economic and social benefits? What 

about if financing was to a non-viable project?
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Africa Sovereign Debt Distress Situations
and Watch List…

We monitor these cases carefully and we are 

available to discuss:

• Angola

• Chad

• Congo (Republic of)

• Ethiopia

• Ghana

• Kenya

• Sudan

• Zambia

• Zimbabwe

• Nigeria
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Nigeria in Focus

• Nigeria – Profile

– Largest economy in sub-Saharan Africa, with $429bn in nominal GDP for 2020.

– Total external debt stock of $32.859bn (as of March 2021) – only roughly 35% of GDP, one of the lowest in Africa.

– Multilateral (54.26%), Bilateral (12.73%), Commercial (32.47%) – notable creditors are IMF, World Bank Group,
African Development Bank Group, China, France and Japan.

• Recent trends

– Crash in oil prices impacted revenues, accounting for increase in key ratios. Like other countries in Africa and
elsewhere, increased government spending required to tackle economic effects of COVID-19.

– IDR downgrades by Fitch, S&P – to reflect current pressure on external reserves due to the pandemic, as well as
the decline in oil revenue.

– Debt service to revenue ratio of 83% as December 2020 – after having risen to 89% between Jan – Nov.

– Nigeria is eligible, but not participating in DSSI.

– Greater focus on domestic financing sources –

○ Central Bank of Nigeria (CBN)– various intervention funds (healthcare, education, power).

○ Private sector – e.g. CaCOVID, oil and gas sector etc.

○ More deliberate internal revenue generation – tax and duty collection rates have improved.
18



Nigeria in Focus

• Expectations for the Immediate Future

– Public spending not expected to reduce – with infrastructure expected to continue to be major area of focus.

○ Additional funding may be required to implement Federal Government of Nigeria (FGN) priority projects being developed under 

PIDF – Sukuk under consideration.

○ World Bank loan for power sector. Bilateral loans also expected to fund power (PPI) and other sectors.

○ PPPs and privatization of key infrastructure and other assets are expected to be a key feature of the FGN’s strategy for the 

next few years. Will FGN guarantees (instead of raising debt to directly finance projects) see an increasing role?

○ CBN, Africa Finance Corporation and Nigeria Sovereign Investment Authority sponsored InfraCorp – expected to leverage its 

seed N1 trillion to raise N14 trillion in additional capital over time – to develop and finance infrastructure projects.

– External borrowing – the Presidency recently presented a proposal to the National Assembly to raise N2.343tn of external debt to

finance 2021 budget deficit.

– Bilateral piece of external debt stock expected to increase in coming years – Ministry of Finance plans to focus on concessionary

loans to fund capital projects.

– Internal borrowing and revenue generation drive should also continue to be a major part of FGN’s strategy.

– CBN expected to continue to fund intervention programs / developmental initiatives across various sectors of the economy.

– Major debt restructuring initiative(s) on the horizon?
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Key Take-Aways 

○ Critical time for African governments to refinance debt to take 

advantage of relatively low interest rates and to mitigate the 

impact of COVID-19. 

○ Short term exigencies need to be balanced against 

long-term development finance goals. 

○ Debt transparency is critical to efficient financing and to effective 

debt restructuring.

○ Public-private-partnership models can leverage private finance 

(and conserve public funds) for priority infrastructure projects.

○ Legal and related policy considerations are part of effective debt 

management.

○ Others….
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MCLE Credit Information

• If you are participating by web 

conference, or if you are watching 

a recorded version of this program, 

please enter the following code

on your attendance sheet or

self-study form:
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Today's Presenters
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Senior Associate
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Olaniwun Ajayi

P: +234 1 270 2551 ext 2710
E: jakinola@olaniwunajayi.net
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Africa Program Manager 
Vance Center

P: +1 212 382 6716
E: aegboka@nycbar.org

Thomas Laryea
Counsel
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Orrick

P: +1 202 339 8416
E: tlaryea@orrick.com
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